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FOREWORD 


The Federal Power Act was originally enacted as the Federal 
Water Power Act, approved June 10, 1920 (41 Stat. 1063, 16 U.S.C. 
791-823). The Federal Power Commission was reorganized Janu- 
ary 1, 1931, as an independent Commission under the act approved 
June 23, 1930 (46 Stat. 797). By Title II of the Public Utility Act 
of 1935, approved August 26, 1935 (49 Stat. 838), the original Fed- 
eral Water Power Act was made Part I of the “Federal Power 
Act” and Parts II and IIT were added to that act. The Commis- 

_sion also administers the Natural Gas Act, approved June 21, 1938 
(52 Stat. 821, 15 U.S.C. 717-717w) as amended February 7, 1942 
(56 Stat. 83, 15 U.S.C. 717f), and has certain duties under the 
Tennessee Valley Authority Act, approved May 18, 1933 (48 Stat. 
1075), and amendments thereto; the Bonneville Act, approved 
August 20, 1937 (50 Stat. 731); the Fort Peck Act, approved May 
18, 1938 (52 Stat. 403) ; and various other statutes, as well as under 
Executive Orders and Presidential directives. 

This volume, the fourth of a series, contains all of the formal 
opinions and accompanying orders of the Federal Power Commis- 
sion rendered October 1, 1943 to December 31, 1945 inclusive. In 
addition to the formal opinions, there have been included in an 
Appendix orders of the Commission selected as in the nature of 
opinions. 
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In THE MATTER OF 


BELLOWS FALLS HYDRO-ELECTRIC CORPORATION 
AND OLCOTT FALLS COMPANY 


Application for License for Project No. 1892, New Hampshire 
and Vermont 


EP-1892 
(Decided October 26, 1943) 


Syllabus 


. Part I of the Federal Power Act (sections 4 (g), 7 (a), 7 (b) and 
10 (a) ) looks to full utilization of water power resources subject to 
Federal jurisdiction and not to partial development of particular 
sites. P. 4. 


. Section 10 (a) is applicable to constructed as well as unconstructed 
projects being brought under license. P. 4. 
. License for constructed project authorized to be issued, subject to 
. further order to reconstruct the development at such time as may be 
found appropriate by the Commission, after due notice and oppor- 
tunity for hearing, since, under the circumstances presented, in- 
cluding the demand for power for war purposes, it appears to be in 
the public interest to permit the maintenance and operation of exist- 
ing project works on an interim basis under a properly conditioned 
license, P. 4, 


By THE CoMMISSION : 
MemorANDUM OPINION 


An application was filed August 26, 1942, by Bellows Falls Hydro- 
Electric Corporation and Olcott Falls Company for a license 
under the Federal Power Act for a constructed project on the 
Connecticut River known as the Wilder project, located near the 
towns of Wilder, Vermont, and Lebanon, New. Hampshire. All of 
the facilities involved were subsequently sold to the Bellows Falls 
Corporation by the Olcott Company. 

The existing development does not make the best possible use of 
the water available at that site, and the Bellows Falls Corporation 
states that it plans a redevelopment. From the studies which the 
Commission staff has made and from the statements of the company, 
it appears that the installed capacity of the new project at this site 
could be increased several times over the present installed capacity. 
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Part I of the Federal Power Act (first enacted in 1920 as the 
Federal Water Power Act) looks to full utilization of water power 
resources subject to Federal jurisdiction and not to partial develop- 
ment of particular sites. This is made clear as a policy of Congress 
not only in sections 4(g), 7(a) and 7(b) of the statute, but par- 
ticularly in section 10(a). The latter section provides that all 
licenses issued by the Commission shall be on the condition that the 
project adopted shall be such “as in the judgment of the Commis- 
sion will be best adapted to a comprehensive plan for improving or 
developing a waterway or waterways for the use or benefit of inter- 
state or foreign commerce, for the improvement and utilization of 
water power development, and for other beneficial public uses, in- 
cluding recreational purposes.” It also gives the Commission au- 
thority to require the modification of any project and of the plans 
and specifications of the project works if necessary to secure such 
comprehensive plan. 

The Connecticut River being a navigable water of the United 
States, the owner of the Wilder project was under an obligation to 
secure a license under the Federal Power Act since it lacked 
Federal authorization and an appropriate application was filed for 
such purpose. If a new development was presently proposed for 
this site, the Commission would issue a license only if the plan for 
such new development in its judgment was best adapted to a com- 
prehensive plan for development of the water resources there avail- 
able, and otherwise met the tests of section 10(a) and other appli- 
cable sections of the Federal Power Act. We are now confronted, 
however, with an application for a constructed project which does 
not meet those tests. 

Section 10(a) is clearly applicable to constructed as well as 
unconstructed projects being brought under license.! However, under 
the circumstances here presented, including the demand for power 
for war purposes, it appears to be in the public interest for the 
Commission to permit the maintenance and operation of the exist- 
ing project works on an interim basis under a properly conditioned 
license.2 Accordingly, it is authorizing the issuance of such a license, 
subject to its further order to reconstruct such development at such 
time as may be found to be appropriate by the Commission, after 
due notice and opportunity for hearing. If the then owner of the 
development should decide not to engage in such reconstruction, it 
could, of course, remove its facilities from the stream. 

This action is in harmony with the past policy of the Commission 


1 See Pennsylvania Water ¢& Power Co. v. Federal Power Commission (U. 8. App. D.C.) 
123 F. 2d 155, 163, cert. denied, 315 U. S. 806. 

2 Section 309 of the Act authorizes the Commission “to perform any and all acts, and 
to prescribe, issue, make, amend, and rescind such orders, * * * as it may find neces- 
sary or appropriate to carry out the provisions of this Act.” 
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in authorizing development of river basins by progressive construc- 
tion of adequate facilities. After the present war emergency has 
passed and economic conditions are more stabilized, it is expected 
that, redevelopment of the Wilder site can be undertaken with ad- 
vantage to the applicant and to the public. By retaining to itself 
the right to require such reconstruction at the appropriate time, the 
Commission is seeking to preserve these water resources for full 
utilization and at the same time to secure for the people those ad- 
vantages which accrue from the issuance of a license under the 
Federal Power Act. 


An appropriate order in accordance herewith will be issued. 
LeLanpD OLps. 
Craupe L. Draper. 
Bastz MAN Ly. 
Joun W. Scorrt. 


Order authorizing issuance of license (major ) 


Bellows Falls Hydro-Electric Corporation and 
Olcott Falls Company 


(Project No. 1892) 


Upon joint application filed August 26, 1942, and later amended, 
by Bellows Falls Hydro-Electric Corporation and Olcott Falls Com- 
pany, for license under the Federal Power Act: for the constructed 
Wilder project located on the Connecticut River near the towns of 
Wilder, Vermont, and Lebanon, New Hampshire, which application 
for license was filed at the time of filing an application for ap- 
proval of the sale of the physical property owned by the Olcott Falls 
Company to the Bellows Falls Hydro-Electric Corporation, docket 
No. IT-5800; and 

It appearing that: 

(a) The project consists of a concrete arched-buttress dam 635 
feet long and 30 feet high; a small pond of limited capacity for 
daily fluctuation; a canal diversion structure at the Vermont end 
of the dam; a canal 650 feet long which delivers water to two ad- 
jacent powerhotises with turbine capacity of 7,250 horsepower; two 
powerhouses, No. 1 containing two 1,000-horsepower horizontal 
double runner Francis-type turbines each connected to a 750-kilo- 
volt-ampere generator, and No. 2 containing three units, each with 
a 1,750-horsepower double runner Francis-type turbine connected 
to 1,400, 1,500, and 1,875 kilovolt-ampere generators, respectively, 
the project having a capacity of 5,220 kilowatts at 36-foot head ; 

(b) The Wilder transmission facilities are directly connected with 
facilities of the Granite State Electric Company and with those of 
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Central Vermont Public Service Corporation, and indirectly con- 
nected through the lines of the latter corporation and of Bellows 
Falls Hydro-Electric Corporation with the Bellows Falls project 
(licensed as project No. 1855), and thence through lines of asso- 
ciated companies with the New England Power system; 

(c) The original timber-crib dam at the site was built about 1882 
to supply water and mechanical power to pulp and paper mills lo- 
cated on both sides of the river; about 1907 the first small power- 
house was built and three generator units went into service in 1910, 
1912, and 1924; in 1926 the present concrete dam was constructed 
just downstream and to the same elevation as the old dam; in 1938 
the existing water-wheel units were rehabilitated ; 

(d) The hydraulic capacity of the present Wilder plant is about 
2,400 second feet, but regulation of the stream flow by proposed 
reservoirs would increase the 90 percent time flow to about 2,800 
second feet which would require increased capacity at the Wilder 
dam for a more reasonable utilization of the flow then available; a 
higher dam could be constructed at this site by alteration of the 
existing structures and the present installation could be increased 
from 5,000 kilowatts to probably 35,000 kilowatts, and the appli- 
cant, Bellows Falls Hydro-Electric Corporation, has advised that 
it plans to redevelop the site and to increase the capacity ; 

(e) The Secretary of War and the Chief of Engineers have ap- 
proved the plans of the project structures affecting navigation, sub- 
ject to certain conditions as hereinafter provided ; 

(f) The Secretary of the Interior has not requested the installa- 
tion of any fishways in the existing structures but has recommended 
provisions for the protection of fish when any new construction or 
changes are undertaken at the dam, such provisions to depend upon 
conditions at that time; 

(g) The Connecticut River from its mouth up to and beyond the 
project involved is a navigable water of the United States; 

(h) All of the project works included in the application have 
been acquired by the Bellows Falls Hydro-Electric Corporation pur- 
suant to authority given by the Commission in docket No. IT-5800, 
and the license should be issued to that corporation, which is herein- 
after referred to as the “applicant” and the “licensee” ; 

The Commission, having considered the application and supple- 
ments thereto and the record thereon, including the records in 
docket Nos. IT-5800 and IT-5584, and for the reasons set forth in 
the memorandum opinion in this matter entered this day and made 
a part hereof by reference, finds that : 

(1) The applicant is a corporation organized under the laws of 
the State of Vermont and has submitted satisfactory evidence of 
compliance with the requirements of all applicable state laws inso- 
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far as necessary to effect the purposes of a license for the project; 

(2) No conflicting application is before the Commission; 

(3) Public notice has been given as required by the Act; 

(4) Pending the final determination of the character and type of 
project best adapted to a comprehensive plan for improving and 
developing the Connecticut River for the use and benefit of inter- 
state commerce, for the improvement and utilization of water power 
development, and for other beneficial public uses, including recre- 
ational purposes, the operation and maintenance of the existing proj- 
ect works in the interim under a license issued pursuant to the 
Federal Power Act as hereinafter provided will not prevent or delay 
such comprehensive development or be inconsistent with the public 
interest ; 

(5) The installed capacity of the project is 7,250 horsepower and 
the energy generated is being and will be disposed of through the 
facilities referred to in paragraph (5) above; 

(6) The amount of annual charges to be paid under the license 
for the purpose of reimbursing the United States for the costs of 
administration of Part I of the Act is reasonable as fixed and speci- 
fied in paragraph (C) below; 

(7) In accordance with section 10(d) of the Act, the rate of re- 
turn upon the net investment in the project and the proportion of 
surplus earnings to.be paid into and held in amortization reserves are 
reasonable as hereinafter fixed and specified in paragraph (D) below; 

(8) On December 23, 1937, the Commission ordered an investiga- 
tion, under docket No. IT-5501, of the maintenance and operation 
of the hydroelectric power developments (including the Wilder proj- 
ect) not under license from the Federal Power Commission and lo- 
cated on streams over which Congress has jurisdiction under its 
authority to regulate commerce with foreign nations and among the 
several States; 

(9) The maps, plans, and specifications filed as part of the ap- 
plication as supplemented, and designated as Exhibit J-1 (FPC No. 
1892-1) ; as Exhibit J-2 (FPC No. 1892-2) ; as Exhibit L, sheets 1 
to 4 (FPC Nos. 1892-3 to 6); and as Exhibit M, pages 1 to 4, con- 
form to the Commission’s Rules of Practice and Regulations; 

(10) Other exhibits were filed in accordance with the Commis- 
sion’s regulations with the exception of Exhibits F and K, which 
will be filed hereafter as directed in paragraph (E) below; 

It is ordered that: 

(A) A major license for a period effective January 1, 1938, and 
terminating June 30, 1970, be issued to Bellows Falls Hydro-Electric 
Corporation for the operation and maintenance of the project, sub- 
ject to the provisions of the Act and the rules and regulations 
thereunder ; 
679357—46—4 
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(B) The license shall contain the usual conditions and provisions 
for licenses issued under section 4(e) of the Act for such projects, 
and the following special conditions: 

(i) Insofar as any material is dredged or excavated in the prose- 
cution of the work herein authorized, it shall be removed and de- 
posited so it will not interfere with navigation and to the satisfac- 
tion of the District Engineer, War Department, in charge of the 
locality ; 

(ii) The United States specifically retains and safeguards the 
right to use water in such amount, to be determined by the Secre- 
tary of War, as may be necessary for the purposes of navigation ; and 
the operation by the licensee of the project works of this project, 
so far as such operation involves the use, storage, and discharge 
from storage at the project, shall at all times be controlled by such 
reasonable rules and regulations as the Secretary of War may pre- 
scribe in the interest of navigation, and as the Federal Power Com- 
mission may prescribe for the protection of life, health, and property 
and in the interest of the fullest practicable conservation and 
utilization of such water for power purposes and for other bene- 
ficial public uses, including recreational uses; and the licensee shall 
release water from the reservoir at such rate in cubic feet per 
second and such volume in acre feet per specified period of time as 
the Secretary of War may prescribe in the interest of navigation or 
as the Federal Power Commission may prescribe for the other 
purposes hereinbefore mentioned ; 

(iii) The operation of any navigation facilities which may be 
constructed as part of or in connection with any dam or diversion 
structure constituting a part of the project works of this project 
shall at all times be controlled by such reasonable rules and regu- 
lations in the interest of navigation, including the control of the 
level of the pool caused by such dam or diversion structure, as may 
be made from time to time by the Secretary of War; such rules and 
regulations may include the construction, maintenance and opera- 
tion by the licensee at its own expense of such lights and signals 
as may be directed by the Secretary of War; 

(iv) Whenever the United States shall desire to construct, com- 
plete, or improve navigation facilities in connection with said proj- 
ect, the licensee shall convey to the United States free of cost such 
of its lands and its rights-of-way and such rights of passage through 
its dam or other structures and permit such control of pools as may 
be required to complete, maintain, and operate such navightion 
facilities; 

(v) The licensee shall construct and install such appliances as 
are necessary for furnishing power for the operation of navigation 
facilities, including lights and signals, whether constructed by the 
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lieensee or by the United States; and shall furnish free of cost to 
the United States power for the operation of such navigation 
facilities ; : 

(vi) The actual legitimate original cost and the accrued de- 
preciation of the project as of the effective date of the license, namely 
January 1, 1938, shall be determined in accordance with the Act 
and the Commission’s rules and regulations; 

(vii) At such time as the Commission, after notice and hearing, 
shall direct, the licensee shall reconstruct said project in accordance 
with such plans as may be found by the Commission to be best 
adapted to a comprehensive plan for improving and developing the 
Connecticut River for the use and benefit of interstate commerce, 
for the improvement and utilization of water power development, 
and for other beneficial public uses, including recreational purposes, 
and otherwise in conformity with the Federal Power Act; 

(C) Subject to provisions of section 10(e) of the Act and the 
rules and regulations of the Commission thereunder, the licensee 
shall pay to the United States an annual charge starting January 
1, 1938, for the purpose of reimbursing the United States for the 
costs of administration of Part I of the Act, of one (1) cent per 
horsepower on the horsepower capacity (7,250 horsepower) author- 
ized by the license to be installed, plus two and one-half (214) cents 
per 1,000 kilowatt-hours of gross energy generated by the project 
during the fiscal year ended June 30 of the calendar year for which 
the charge is made; 

(D) After the first 20 years of operation of the project under 
this license, six (6) percent per annum shall be the specified rate 
of return on the net investment in the project for determining sur- 
plus earnings in accordance with the provisions of section 10(d) of 
the Act for the establishment and maintenance of amortization re- 
serves to be held until termination of the license, or in the discretion 
of the Commission, to be applied from time to time in reduction of 
the net investment ‘in the project, and one-half of all surplus earn- 
ings in excess of six (6) percent per annum received in any calendar 
year shall be put into and held in such amortization reserves; 

(E) The maps, plans, and specifications referred to in finding 
(9) above as conforming to the Commission’s rules and regulations 
are hereby approved for incorporation in the license, and the 
exhibits referred to in finding (10) above shall be prepared and 
submitted to the Commission for approval in accordance with the 
Commission’s rules and regulations within three years from the date 
of issuance of the license herein authorized. 





























































































































In THE MatTTER OF 


UTAH LIGHT AND TRACTION COMPANY 
Reclassification of the Electric Plant Accounts of a Public Utility 
IT-5862 
(Decided November 23, 1943) 


Syllabus 


1. In a consolidation of affiliated companies, amount which represents an 
excess of recorded amount (book value) over actual cost to the con- 
solidated company of property transferred to it, is a write-up of 
plant account, which, pending disposition, should be classified in 
Account 107, electric plant adjustments, P. 12. 

2. The write-up should be eliminated from plant account immediately by 
a charge to Account 271, earned surplus, the company having ‘pro- 
posed no other plan of disposition. P. 12. 

3. After exclusion of write-up and construction work in progress, the 
total plant account allowed to remain temporarily in Account 100.6, 
electric plant in process of reclassification, pending further studies by 
consolidated company to include a determination of original cost of 
transportation and steam-heating properties, the amount of plant 
acquisition adjustments applicable to electric and transportation 
property at date of acquisition, review of retirements, determination 
of construction fees paid to affiliate, a reconciliation of original cost 
with the claimed actual legitimate original cost of a licensed hydro- 
electric project, preparation of revised statements of utility plant ac- 
counts, a classified statement of gross additions and retirements and 
the continuation of study of under and over book retirements and 
unrecorded retirements. P. 12. 


George Corey and A. J. G. Priest (Reid and Priest) for the Utah 
Light and Traction Company. 

Clinton D. Vernon for the Public Service Commission of Utah. 

Charles V. Shannon, General Counsel, and Reuben Goldberg for 
the Federal Power Commission. 


By THE CoMMISSION : 
OPINION AND FINDINGS 


This proceeding arises under the Federal Power Act and relates 
to accounting entries which should be made by Utah Light and 
Traction Company (hereinafter sometimes called “Traction Com- 
pany”) pursuant to our Uniform System of Accounts for Public 
Utilities and Licensees. 

On July 12, 1940, Traction Company filed its reclassification and 
original cost studies of electric plant as of January 1, 1937, with 
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this Commission and with the Public Service Commission of Utah 
pursuant to substantially similar requirements of the respective sys- 
tems of accounts of these Commissions: 

A joint field examination of Traction Company’s studies was 
thereafter made by the staffs of this Commission and the Utah 
Commission. Following completion of this examination, conferences 
were held between the staffs of the Commissions and representatives 
of Traction Company to discuss the staffs’ proposed adjustments to 
Traction Company’s studies. 

As a result of these conferences, counsel for the Utah Commis- 
sion, this Commission and Traction Company entered into a stipu- 
lation, dated October 13, 1943, subject, so far as our action is con- 
cerned, to our approval, with respect to the facts relating to the 
issues in this matter. The stipulation provides that the facts con- 
tained therein shall be accepted “as though the Commissions had 
held a hearing on the issues raised by the staffs’ recommendations 
and witnesses had been called, sworn, examined and testified thereto 
at such hearing.” 

The single contested issue presented for our decision in the stipu- 
lation relates to the appropriate disposition of a write-up of $1,916,- 
077.32, conceded by Traction Company to be classifiable in Ac- 
count 107, electric plant adjustments,! and having the following 
origin : 

On August 6, 1914, Utah Securities Corporation (a wholly owned 
subsidiary of Electric Bond & Share Company) organized Salt 
Lake Light and Traction Company, under the laws of the State of 
Utah, with a capitalization of $1,000,000 par value of common 
stock, all of which was subscribed and paid for in cash by Utah 
Securities Corporation. 

On September 18, 1914, Salt Lake Light and Traction Company 
was consolidated with Utah Light and Railway Company to form 
Utah Light and Traction Company, the respondent in this proceed- 
ing. The funded debt and liabilities of the consolidating companies 
were assumed by the new company and all of the latter’s common 
stock, except directors’ qualifying shares, was issued to Salt Lake 
Light and Traction Company which, in turn, delivered such stock 
to its parent, Utah Securities Corporation. 


?The text of Account 107 provides, in part, that “Write-ups of electric plant” shall 
be recorded therein and “shall be disposed of as the Commission may approve or direct.” 

2In this connection it is noted that on February 16, 1915, Utah Power and Light 
Company, also controlled, directly or indirectly. by Electric Bond & Share Company, 
acquired Traction Company’s outstanding common stock from Utah Securities Corpora- 
tion (together with other properties, services, etc.) for $6,197,641.19, which included 
$5,000,000 par value of Utah Power & Light Company's common stock. Utah Power & 
Light Company entered Traction Company’s stock in its investment account at $5,626,- 
639.51, or at an amount $4,626,639.51 in excess of the par value of such stock on Trac- 
tion Company’s books and of cost to Utah Securities Corporation. This resulted in a 
write-up of Utah Power & Light Company’s investment account. 
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The consolidated company acquired the equity securities of Salt 
Lake Light and Traction Company, consisting of $1,000,000 par 
value common stock, through an exchange of shares of like par 
value, and the equity securities of Utah Light and Railway Com- 
pany for a cash consideration of $4,766,459.44. The total of these 
amounts, $5,766,459.44, was $2,967,217.88 less than the $8,733,677.32 
book value of such securities. 

In recording the transfer of the property, the consolidated com- 
pany credited $1,051,140.56? of the $2,967,217.88 to its plant ac- 
counts and credited the balance of $1,916,077.32 to its earned sur- 
plus account. Since, however, the $1,916,077.82, as well as the $1,051,- 
140.56, represents an excess of recorded amount over actual cost to 
the consolidated company of the property transferred to it, the staff 
regards the $1,916,077.32 as a write-up of plant account which, 
pending disposition should be classified in Account 107, electric 
plant adjustments. Traction Company likewise considers, and we 
find, that the $1,916,077.32 should be transferred from the plant 
accounts to Account 107, electric plant adjustments, pending dis- 
position. 

The staffs propose that the write-up should be disposed of by a 
charge to Account 271, earned surplus.* Traction Company proposes 
no plan of disposition. 

We have consistently held that write-ups should be eliminated 
from plant account immediately. We adhere to that principle here 
and find that, in accordance with sound principles of accounting, 
the write-up of $1,916,077.32 should be disposed of from Account 
107, by a charge to Account 271, earned surplus. 


NECESSITY FOR FurRTHER Stupies By TRACTION CoMPANY 


The remaining matter presented by the stipulation relates to the 
amount of $19,291,901.05, representing the total plant account of 
Traction Company, as at December 31, 1936, after exclusion of the 
$1,916,077.32 above discussed and construction work in progress of 
$20,133.39. It appears appropriate to permit such amount to re- 
main temporarily in Account 100.6, electric plant in process of re- 
classification, pending further studies by Traction Company. These 
studies are to include the determination of original cost of trans- 
portation and steam-heating properties; a determination of the 
amount of plant acquisition adjustments applicable to electric 
property and to transportation property at date of acquisition; a 
review of retirements made by the company and a statement of the 


3This represented the difference between the par value as distinguished from the book 
value, of the securities and the cash paid therefor by the consolidated company. 

*As of December 31, 1942, Account 271, earned surplus, of Traction showed a deficit 
of $462,184.66. 





UTAH LIGHT AND TRACTION COMPANY 13 


amount, based on original cost, of under or over book retirements 
and unrecorded retirements thus determined; a determination of 
the amount of construction fees paid to Phoenix Utility Company 
and a further review of the company’s retirements so as to determine 
the amount of retirements of such fees and of Electric Bond & 
Share Company engineering charges and overheads thereon; a rec- 
onciliation of original cost with the claimed actual legitimate origi- 
nal cost of the Stairs hydro-electric project which is under license 
by this Commission and a statement of the differences between 
such costs; preparation and submission te the Commission of re- 
vised statements of utility plant in accordance with the require- 
ments of the respective systems of accounts; the preparation and 
submission to the Commissions of a classified statement of gross 
additions and retirements from January 1, 1937 to December 31, 
1942; and the continuation of the company’s study of under and 
over book retirements and unrecorded retirements from January 1, 
1937 to December 31, 1942. These studies should be filed within a 
reasonable time. The temporary retention of the $19,291,901.05 in 
Account 100.6, pending completion and filing by June 1, 1944 of the 
studies referred to and further order of this Commission, is ap- 
propriate. 


An order will be issued in accordance herewith. 
LELAND OLDs. 
Criaupe L. Draper. 
Bast MANLY. 
Joun W. Scort. 
Netson Lee Smiru. 


Order directing accounting entries, disposition of amount classified 
in Account 107, electric plant adjustments, and submission of further 
studies respecting recorded cost of utility plant 


Utah Light and Traction Company 
(IT-5862) 


Upon consideration of the stipulation dated October 13, 1943, be- 
tween counsel for Utah Light and Traction Company, the Federal 
Power Commission, and the Public Service Commission of Utah, 
and having on this date made and entered its opinion in this matter” 
with findings, which is incorporated by reference as a part hereof, 
the Commission orders that : 

(A) Utah Light and Traction Company transfer from Account 
100.6, electric plant in process of reclassification, to Account 107, 
electric plant adjustments, an amount of $1,916,077.32, all as more 
particularly described in the opinion ; 
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(B) Utah Light and Traction Company dispose of the $1,916,- 
077.32, ordered herein established in Account 107, by a charge to 
Account 271, earned surplus; 

(C) Utah Light and Traction Company complete and file on or 
before June 1, 1944, the studies described in the opinion with re- 
spect to the amount of $19,291,901.05, and pending the filing of these 
studies and further order of the Commission, the company shall 
temporarily retain this amount in Account 100.6, electric plant in 
process of reclassification ; 

(D) Utah Light and Traction Company submit certified copies 
of the entries required by (A) and (B) hereof within six months 
from the date of this order ; 

(E) The provisions of this order are not to be construed as dis- 
pensing with the necessity for full compliance with the requirements 
of the Public Utility Holding Company Act of 1935, and the rules, 
regulations and orders issued by the Securities and Exchange Com- 
mission. 





In THE MarTrer OF 


THE EAST OHIO GAS COMPANY 


Application for a Certificate of Public Convenience 
and Necessity or, in the Alternative, for a 
Finding that Applicant is not a 
“Natural-Gas Company” 


G-458 
(Decided November 30, 1943) 


Syllabus 


. Applicant upon completion of construction of proposed pipe-line facili- 
ties will become a natural-gas company because it will engage in the 
transportation of natural gas moving in interstate commerce by 
means of such facilities, even though wholly located within the bor- 
ders of the State of Ohio, by reason of their use for the transporta- 
tion of gas for 120 miles in Ohio as part of a continuous flow from 
wells in Texas to applicant’s local distribution plants in Ohio. P. 19. 


2. Transportation of natural gas across several States does not lose its 


interstate character when it reaches the State within which it is sold 
to ultimate consumers and utilized; the point at which title and cus 
tody pass does not affect the essential interstate movement; such 
transportation is in interstate commerce until the gas reaches the 
local distribution plants where it is delivered to the consumers’ 
premises and is not exempt from the Act under section 1(b) as 
“local distribution”. P. 19, 

. Either transportation of natural gas in interstate commerce or sale in 
interstate commerce for resale is sufficient to make applicant a nat- 
ural-gas company under the provisions of the Natural Gas Act. P. 20. 
. Section 5 (b) recognizes that a company may be a “watural-gas com- 
pany” in cases where its rates may not be subject to the Commis- 
sion’s jurisdiction. P. 20. 


5. Applicant is not exempt from the Commission’s jurisdiction because it 


does not transport natural gas for sale for resale but only for dis- 
tribution and sale to ultimate consumers. P. 21. 

. Certificate of public convenience and necessity authorized over objec- 
tion of intervening coal, labor and railroad interests that only a 
limited certificate for the duration of the war and six months there- 
after should be issued, upon a showing of War Production Board ap- 
proval, applicant’s declining gas reserves, serious shortage in the 
Appalachian, region which will continue even after the war emer- 
gency, and present and future public convenience and necessity 
through preventing serious failure in applicant’s gas service. P. 24. 


15 
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William B. Cockley and William A. Dougherty, for the applicant. 
Welly K. Hopkins and Tom J. McGrath, for the United Mine 
Workers of America, interveners. 


James W. Haley and Tom J. McGrath for the National Coal As- 
sociation, interveners. 


Tom J. McGrath for the Railway Labor Executives’ Association, 
interveners. 


Martin H. Miller for the Brotherhood of Railroad Trainmen, 
interveners. 

Spencer W. Reeder, Special Assistant Director of Law, for the 
City of Cleveland, intervener. 

James H. Lee, Assistant Corporation Counsel, for the City of De- 
troit, intervener. 

Harold Goodman, Special Assistant Prosecuting- Attorney, for 
the County of Wayne, Michigan, intervener. 

Freeman T. Eagleson (Eagleson and Laylin) for the Ohio Fuel 
Gas Company, intervener. 

Carl I. Wheat, Robert E. May, A. Dale Cobb, and Malcolm C. 
Hill, for the Tennessee Gas and Transmission Company, intervener. 

Glenn W. Clark and Arthur G. Logan for the Panhandle Eastern 
Pipe Line Company, intervener. 

Park Chamberlain and Henry A. Montgomery for the Michigan 
Consolidated Gas Company, intervener. 

James W. Williams, Assistant Attorney General, for the Michigan 
Public Service Commission. 

Charles V. Shannon, General Counsel, Harry S. Littman, William 
B. Spohn and William L. Brunner, for the Federal Power Com- 
mission. 

J. J. McTigue, Assistant General Counsel, observer for the Mili- 
tary Affairs Committee of the House of Representatives. 


By THE CoMMISSION : 


Oprnion 


On March 24, 1943, The East Ohio Gas Company! filed an appli- 
cation with this Commission for a certificate of public convenience 
and necessity under section 7(c) of the Natural Gas Act, as amended, 
to authorize the construction and operation of certain pipe-line fa- 
cilities in the State of Ohio or, in the alternative, for a finding that 
it is not a “natural-gas company” under the Act and will not be- 
come such by reason of the proposed construction and operation. 
Public hearings have been held in this matter pursuant to appropri- 
ate notice duly given to interested persons. 

East Ohio, an Ohio corporation wholly-owned by Standard Oil 





1 Hereinafter referred to as “East Ohio.” 
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Company (New Jersey), is engaged in the production, purchase, 
transportation, and distribution of natura] gas for ultimate public 
consumption by means of its extensive integrated pipe-line system 
in eastern Ohio. Some 68 communities, including Cleveland, Akron, 
Canton, Massillon, and Youngstown, are served through its local 
distribution systems. The gas requirements of numerous important 
war industries in this area are also supplied by the company. It 
has heretofore produced and purchased from 20 to 25 per cent of 
its natural gas requirements within the State of Ohio and pur- 
chased the remainder from the Hope Natural Gas Company, also a 
wholly-owned subsidiary of Standard Oil Company. Hope produces 
and purchases natural gas in West Virginia and delivers such gas 
to East Ohio at two points on the West Virginia-Ohio boundary 
and at one point on the Pennsylvania-Ohio State line.2 From these 
points, such gas is transported through East Ohio’s transmission 
system, commingled with Ohio gas, and delivered and sold directly 
to its customers through its local distribution plants. The evidence 
shows that East Ohio has 772 miles of transmission pipelines (ex- 
clusive of local distribution lines), of which 704, or 91 per cent, are 
used for the transportation in Ohio of natural gas originating out- 
side that State. 


THE PROPOSED PROJECT 


The facilities involved in the application consist principally of a 
20-inch pipe line approximately 120 miles in length, extending in 
an easterly direction from an interconnection with the facilities of 
Panhandle Eastern Pipe Line Company? at Maumee, in Lucas 
County, Ohio, near Toledo, to East Ohio’s Brush Farm valve sta- 
tion located in Summit County, between the Cities of Akron and 
Cleveland, Ohio. Natural gas produced in the Amarillo and Hugo- 
ton fields in Texas, Kansas and Oklahoma, will be transported by 
Panhandle Eastern from those States through Missouri, Illinois and 
Indiana, into Ohio to the Maumee interconnection. From this point, 
the gas will be transported by East Ohio through the new 120-mile 
pipe line to Brush Farm valve station,* and thence through exist- 
ing pipe lines to its local distribution plants. The gas will be de- 


? The points of delivery at the West Virginia-Ohio State line are: 
(a) Near East QOhio’s Clarington valve station in Salem Township, Monroe 
County, Ohio, and 
(b) Near East Ohio’s Pipe Creek valve station in Mead Township, Belmont 
County, Ohio. 
The point of delivery at the Pennsylvania-Ohio State line is in Spring Township, Ma- 
honing County, Ohio, near Petersburg. The Peoples Natural Gas Company (also a wholly 
owned subsidiary of Standard Oil Company) delivers natural gas from Pennsylvania into 
Ohio at that point through the pipeline system connecting with Hope Natural Gas Com- 
pany at the West Virginia-Pennsylvania State line. 
* Hereinafter referred to as “Panhandle Eastern.” 
*There will be some diversion through East Ohio’s Medina line into Cleveland, Ohio. 
It is proposed to parallel portions of the Medina line to accommodate increased load. 
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livered by Panhandle Eastern to East Ohio at a pressure sufficient 
to propel the gas into and through the new pipe line, and the move- 
ment of the gas will be continuous and uninterrupted from the points 
of production in Texas, Oklahoma and Kansas, to Brush Farm sta- 
tion and the local distribution plants of East Ohio. 

Under a contract with Panhandle Eastern, dated February 4, 
1943, East Ohio will purchase the gas at Maumee on a firm basis in 
amounts of 50,000 M.c.f. per day, or 30 per cent of East Ohio’s aver- 
age daily natural gas sales during the immediately preceding twetve 
months’ period, whichever is the lesser and, in addition, up to 50,000 
M.c.f. per day on a dump basis,® for a period of five years and there- 
after until canceled by either party upon six months’ notice. 

The estimated cost of the project, including all materials, labor, 
and equipment, is $2,868,061. East Ohio proposes to finance the con- 
struction with its own funds, having available either cash or market- 
able securities sufficient for the purpose. 


JURISDICTION 


It is urged that no certificate of public convenience and necessity 
is required for the construction and operation of the proposed facili- 
ties under section 7(c) of the Natural Gas Act, as amended, because 
East Ohio is not, and will not upon completion of such construction 
become, a “natural-gas company.” The jurisdictional question posed 
by this contention is clearly answered by the pertinent provisions 
of the Act. 

Section 7(c) provides: 

No natural-gas company or person which will be a natural-gas company upon 
completion of any proposed construction or extension shall engage in the trans- 
portation or sale of natural gas, subject to the jurisdiction of the Commis- 
sion, or undertake the construction or extension of any facilities therefor, or 
acquire or operate any such facilities or extensions thereof, unless there is in 
force with respect to such natural-gas company a certificate of public con- 
venience and necessity issued by the Commission authorizing such acts or 
operations: * * * 

Section 2(6) defines a “natural-gas company” as: 

* * * a person engaged in the transportation of natural gas in interstate 
commerce, or the sale in interstate commerce of such gas for resale. 

Section 1(b) provides: 

The provisions of this act shall apply to the transportation of natural gas in 
interstate commerce, to the sale in interstate commerce of natural gas for re- 
sale for ultimate public consumption for domestic, commercial, industrial, or 
any other use, and to natural-gas companies engaged in such transportation or 
sale, but shall not apply to any other transportation or sale of natural gas or 
to the local distribution of natural gas or to the facilities used for such dis- 
tribution or to the production or gathering of natural gas. 


a SIf requested by East Ohio and if Panhandle Eastern has the gas available and is 
willing to make such additional deliveries. 
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It is evident that East Ohio will engage in the transportation of 
natural gas moving in interstate commerce* within the meaning of 
the Act by means of the proposed pipe-line facilities. Gas produced 
in Texas, Oklahoma and Kansas will be transported in a continuous 
flow through Missouri, Illinois and Indiana, into Ohio to East Ohio’s 
proposed transmission pipeline at the Maumee, Ohio, interconnec- 
tion, and thence through the proposed line for a distance of 120 
miles to Brush Farm valve station. At this point, such gas will be 
commingled with gas produced in West Virginia and Ohio and 
thence conveyed through existing transmission lines to the local dis- 
tribution plants of the East Ohio System. Such transportation is in 
interstate commerce and renders East Ohio a “natural-gas com- 
pany” subject to the provisions of the Act. 

Examination of pertinent decisions of the Supreme Court makes 
it clear that: (a) transportation of natural gas across several’ States 
does not lose its interstate character when it reaches the State within 
which it is sold to ultimate consumers and utilized; (b) the point at 
which title and custody pass does not affect the essential interstate 
movement; and (c) such transportation is in interstate commerce 
until the gas reaches the local distribution plants where it is de- 
livered to the consumers’ premises. //linois Natural Gas Co. v. Cen- 
tral Illinois Public Service Co., 314 U. S. 498; East Ohio Gas Co. v. 
Tax Commission, 283 U. S. 465. In the latter case, the Court, re- 
ferring to East Ohio’s transportation of West Virginia gas pur- 
chased from Hope Natural Gas Company at the West Virginia State 
line to its local distribution systems in Ohio, stated at page 470: 

The transportation of gas from wells outside Ohio by the lines of the pro- 
ducing companies to the state line and thence by means of appellant’s: high 
pressure transmission lines to their connection with its local systems is es- 
sentially national—not local—in character and is interstate commerce within as 
well as without that State. * * * Public Utilities Comm. v. Landon, 249 U. 8. 


239, 245. Missouri v. Kansas Gas Co., 265 U. 8S. 298, 307-309. Peoples Gas Co. 


v. Pub. Serv. Com., 270 U. S. 550, 554, Public Util. Comm. vy. Attleboro Co., 273 
U. S. 83, 89. 


The East Ohio Gas Co. v. Tax Commission case disposes of East 
Ohio’s contention that the transportation in interstate commerce: is 
merely incidental to its business of local distribution, and therefore 
exempt from the Act under section 1(b) as “local distribution.” 

East Ohio urges, however, that since it does not engage in the 
business of selling gas for resale in interstate commerce, but only 
in distributing such gas for sale directly to ultimate consumers, the 
Commission is not vested with jurisdiction. This contention ignores 


*“Interstate commerce” is defined by section 2 (7) as: “commerce between any point 
in a State and any point outside thereof, or between points within the same State but 


through any place outside thereof, but only insofar as such commerce takes place within 
the United States.” 
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the plain language of the statute which confers jurisdiction upon 
the Commission, in the disjunctive, over those who are “engaged in 
the transportation of natural gas in interstate commerce, or the sale 
in interstate commerce of such gas for resale.”? Manifestly, either 
transportation in interstate commerce or sale for resale in interstate 
commerce is sufficient to bring the company under the provisions of 
the Natural Gas Act.* To hold otherwise would be to read into the 
Act something that is not there. 

The further contention is advanced that Congress intended, by 
the Natural Gas Act, only to regulate rates which had been shown 
to be beyond State regulatory power by the decision of the Supreme 
Court in Public Utilities Commission v. Attleboro Steam & Electric 
Co. (1927), 273 U. S. 83. This contention overlooks the obvious fact 
that Congress has regulated not only rates but the construction, 
acquisition, operation, and abandonment of facilities and the keep- 
ing of accounts, and it also has provided for reports® and disclosures! 
and investigations'! in what has been termed “regulation by the 
informatory process.” Electric Bond & Share Co. v. Securities and 
Exechange Commission, 303 U. S. 419, 435-439. The certificate pro- 
visions of the Act under which the present proceeding arises mani- 
fest the intention of Congress to provide regulation aside from 
rates. 

Significantly, section 5(b) authorizes us to 

* * * investigate and determine the cost of the production or transportation 
of natural gas by a natural-gas company in cases where the Commission has 


no authority to establish a rate governing the transportation or sale of such 
natural gas. 


It will be noted that this section recognizes that a company may be 
a “nataral-gas company” in cases where its rates may not be sub- 
ject to this Commission’s jurisdiction.'* 

East Ohio further contends that since it does not transport the 
gas for sale for resale but only for its own local distribution and 
sale to ultimate consumers, and since it does not transport the gas 





™See Hartford Electric Light Co. v. Federal Power Commission (C.C.A. 2d), 131 F. 
2d 953,- (1942), cert. den. May 3, 1943, 319 U. 8. 741, 63 S. Ct. 1028, 87 L. Ed. 927, 
wherein the Court, construing the Federal Power Act, gave effect to a similar disjunc- 
tive, and held that the sale for resale without transmission furnished a proper basis for 
the Commission’s jurisdiction. 

*See Jersey Central Power ¢ Light Co. v. Federal Power Commission (May 3, 1943) 
319 U. 8. 61. 

* Sections 10 (a), 17 (c). 

%” Sections 8 (b), 8 (c). 

™ Sections 5 (b), 14 (a), 14 (b). 

4% There is now pending before the Commission, in docket No. G-115, a proceeding in- 
stituted at the request of the City of Cleveland, to determine the cost to East Ohio of 
transporting natural gas in interstate commerce from the West Virginia-Ohio State line 
to the city gate of Cleveland. See In the Matter of East Ohio Gas Co., 28 P.U.R. (N.S.) 
129, 1 F.P.C. 586. 
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for others for hire, its transportation is not a business, and that 
the Act only intends to regulate tranSportation in interstate com- 
merce as a business. The sole basis for this contention is the lan- 
guage of section 1(a) of the Act. But that section, which is in the 
nature of a declaration of policy (cf., Hartford Electric Light Co. 
v. Federal Power Commission (C.C.A. 2d), 131 F. 2d 953, 965), 
after reciting that “the business of transporting and selling natural 
gas for ultimate distribution to the public is affected with a public 
interest,” proceeds to state : 


* * * that Federal regulation in matters relating to the transportation of na- 
tural gas and the sale thereof in interstate and foreign commerce is necessary 
in the public interest. (Italics supplied) 


The use of this broad language, coupled with the absence of any 
expression of an intention by the Congress to narrowly limit the 
application of the certificate section as suggested by the company, 
compels the conclusion that authorization is necessary under that 
section for the company’s proposed construction and operation. If 
Congress had intended otherwise, it is believed that it would have 
used suitable language to accomplish that result. 

The provisions of the Act to which we have already referred, 
providing regulation in addition to the regulation of rates, show 
the “matters” in which Federal regulation was provided. But we 
need not dwell further on this point, for the same contention under 
the corresponding provisions of the Federal Power Act has been 
fully considered and rejected by the Supreme Court. Jersey Central 
Power & Light Company v. Federal Power Commission (May 3, 
1943), 319 U. S. 61. 

Additionally, it is noted that the evidence discloses that the War 
Production Board issued its priority certificate for the necessary 
materials required for the project upon the condition that gas made 
available through the proposed facilities be used in part to relieve 
the gas shortage of other systems in northern Pennsylvania and 
New York.'? In its application for such priority assistance, East 
Ohio represented to the War Production Board that the project 
would enable it to provide from 10 million to 15 million cubic feet 
per day to companies adjacent to its system, if such demand does 
not occur on a maximum day. Obviously, sales of interstate gas to 


%In the letter transmitting the priority certificate to East Ohio, the Director, Office 
of War Utilities, War Production Board, stated: 

“The certificate is being issued with the understanding that your company, in coopera- 
tion with the War Production Board, will take all necessary steps on your part to as- 
sure that gas transported to your company through this line, and needed to meet re- 
quirements of other systems in northern Pennsylvania and western New York, will be 
made available to them. Accordingly, you will be expected to work out promptly with 
us and the other affected systems, plans covering establishment of the required inter- 
connections and arrangements for transfers of gas.” 
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such gas companies would constitute sales for resale in interstate 
commerce within the meaning of the’ Act. 

We conclude therefore upon the record before us that East Ohio 
is, and upon completion and operation of the proposed facilities 
will be, a “natural-gas company” within the meaning of the Act, 
and that the proposed construction and operation are subject to 
section 7(c), as amended, requiring our authorization by an aj\-¢o- 
priate certificate of public convenience and necessity. 


APB 
PUBLIC CONVENIENCE AND NECESSITY “"! 

The evidence convinces us that the project is required by the 
present and future public convenience and necessity. East Ohio 
serves more than’ 530,000 consumers whose peak-day demands in the 
1943-1944 winter are estimated to total about 343 million cubic fer‘ 
Supplies presently available are estimated at 285 million, leaving 
a peak-day deficiency of 58 million cubic feet. The estimated peak- 
day deficiency for the 1944-1945 winter is 93 million cubic feet, due 
to a further decline in gas supply. Estimates were submitted pre- 
dicting annual deficiencies from 18 billion to 22 billion cubic feet 
during the next four years. The firm delivery of 50 million cubic 
feet per day from Panhandle Eastern to East Ohio is necessary to 
avoid drastic curtailments of service, particularly to industries en- 
gaged in vital war work. ees 

The War Production Board, recognizing the urgent necessity for 
the project, advised this Commit. “:' 9, tha. :1, 


These projects were approved by the Office of War Utilities after they had 
been the subject of a thorough study made in the light of the supply and re- 
quirements problem in the areas affected. On the basis of our surveys, we con- 
cluded that additional supplies of gas must be provided promptly in the north- 
western Appalachian area consisting of eastern Ohio, northern Pennsylvania 
and western New York. 

* + * * “” 

We regard the prompt completion of these projects as of the highest im- 

portance in the interest of the war effort and the maintenance of essential 


civilian services. 
ea * 


East Ohio presented evidence showing that its gas reserves and 
those of the Hope Natural Gas Company are declining, and that 
unless the gas supply in the Appalachian region is promptly aug- 
mented with gas from other areas, serious failure in gas service will 
inevitably result. 

It also appears from the evidence that the shortage in the Ap- 
palachian area is not merely related to the war period, but that when 
the war emergency is over the declining gas reserves in this region 
will be incapable of meeting the requirements. We have on other 
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occasions commented upon the critical gas shortage in the Ap- 
palachian area.!+ 

The record discloses that Panhandle Eastern’s facilities and re- 
coverable gas reserves are at pres.nt reasonably adequate to serve 
its present demand requirements, and in addition, to meet the in- 
creased demand requirements resulting from its contract with East 
Qhjo.15 

Intervener, City of Detroit, Michigan, which is served by Pan- 
handle Faestern, while voicing no objection to expansion, of the 
business o1 . atthandle Eastern, evinced its interest in seeing that 
the proposed deliveries to East Ohio be not made at the expense of 
gas consumers in Detroit. In this regard, we recognize the obliga- 
tion of Panhandle Eastern to furnish adequate service to its cus- 
tomers. Moreover, it is believed that our authority under the Natural 


‘fas Act to require extensions and improvements of facilities neces- 


sary or desirable in the public interest, and to prevent abandonment 
of service or facilities affords protection against the contingency of 
future inadequate service.'® It does not appear, therefore, that the 
proposed service to East Ohio is or will be made at the expense of 
Panhandle Eastern’s present customers. 

Interveners representing coal operators, labor unions and rail- 
roads, interested in the coal industry in the Appalachian area, sug- 
gest that we issue only a limited certificate for the duration of the 
wa. 4 six months thereafter, at which time the application should 
be reconsidered for such disposition as the circumstances may then 
warrant. It is thus o*... ciate tiGfhterveners do not object to the 
project as a war emergency measure but desire to reserve the matter 


4 Jn the Matter of Ohio Fuel Gas Co. and Panhandle Eastern Pipe Line Co. (docket 
Nos. G—408 and G—410), 3 F.P.C. 301, 46 P.U.R. (N.S.) 165; In the Matter of Tennessee 
Gas and Transmission Co. (docket No. G—230), 3 F.P.C. 442 and 3 F.P.C. 574 we stated: 

“There appears to be no relief for the shortage from sources within the [Appalachian] 
region, It clear from the testimony of record that for a considerable period none of 
the compan. * -perating in the region has had material quantities of gas available for 
sale to one anottie.: in addition to existing transactions. In fact, officials of the com- 
panies in the area indicated that relief must come from outside the region. 

“The testimony of the Gommission’s engineer demonstrates that substantial quantities 
of natural gas can be utilized advantageously in the region to offset contemplated ex- 
cessive withdrawals from ‘torage and te prevent the deliverability of storage fields 
from declining to a point where their usefulness is impaired. 

“Upon the record before us, it is apparent that no purpose will be served by further 
laboring the obvious. It is crystal clear that additional natural gas is needed in the 
Appalachian region. * * *” 

% By order of September 21, 1943, In the Matter of Panhandle Eastern Pipe Line Co. 
(docket No. G—459) 3 F.P.C. 1090, we issued a certificate of public convenience and 
necessity authorizing Panhandle Eastern to construct and operate 208 miles of ad- 
ditional loop transmission mains, 19 additional compressor units totaling 22,000 horse- 
power, and to replace 35 miles of 22-inch transmission mains with 26-inch pipe, thereby 
increasing its transmission capacity by approximately 88 million cubic feet per day to 
enable it to meet the requirements of East Ohio and its other customers. 

16 See sections 7 (a) and 7 (b) of the Natural Gas Act. However, during the war 
emergency period the War Production Board is empowered to issue orders relating to 
deliveries of natural gas. 
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for further consideration at the end of the war period. We cannot 
agree with this request. We have carefully considered the evidence 
and find that the necessity for the project is permanent rather than 
temporary in character. It is a part of a general program for off- 
setting the decline of the natural gas supply in the area.'? In the 
circumstances, we do not feel justified in imposing the limitation 
sought by these interveners, for private capital cannot reasonably 


be expected to embark in so large an undertaking on the basis of a 
temporary war-time certificate. 


CONCLUSION 


We conclude from the entire record that the proposed transporta- 
tion of natural gas will be required by the public convenience and 
necessity. The applicant company having shown that it is able and 
willing properly to do the acts and perform the service proposed 
and to conform to the provisions of the Act and the requirements, 
rules and regulations thereunder,!* a certificate of public conven- 


ience and necessity should be issued to it in conformance with this 
opinion. 


An order will be entered accordingly. 


LELAND OLps. 
CrLaupe L. Draper. 
Bastt MANLY. 
Joun W. Scorr. 


Order issuing certificate of public convenience and necessity 
The East Ohio Gas Company 
(G—458) 


Upon consideration of the entire record in the above-entitled pro- 
ceeding involving the application of The East Ohio Gas Company, 
an Ohio corporation having its principal place of business in Cleve- 
iand, Ohio (hereinafter referred to as “applicant’’), for a certificate 
of public convenience and necessity authorizing the construction 
and operation of the following-described facilities: 

A transmission main of 20-inch diameter, approximately 120 miles 
in length, extending from a connection with the transmission main 
of Panhandle Eastern Pipe Line Company in Maumee, Lucas 


17The Tennessee Gas and Transmission Company project is a part of the same gen- 
eral program for the relief of the Appalachian area. 

18The president of East Ohio testified that in the event it is finally determined that 
the company is subject to the jurisdiction of this Commission under the Natural Gas 
Act and that section 7 does properly apply to the proposed pipe line, East Ohio will 


conform to the provisions of the Act and the requirements, rules and regulations of the 
Commission thereunder. 
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County, Ohio, in a general easterly direction to applicant’s Brush 
Farm valve station in Summit County, Ohio, the construction of 
such facilities having been heretofore undertaken and completed ; 

The Commission, having adopted its opinion in this matter, which 
is hereby referred to and made a part hereof by reference, finds 
that: 

(1) Applicant is engaged in the production, purchase, transporta- 
tion, distribution and sale of natural gas for ultimate public con- 
sumption in the State of Ohio; 

(2) Approximately 75 per cent to 80 per cent of applicant’s nat- 
ural gas requirements has been heretofore produced outside the 
State of Ohio, purchased from the Hope Natural Gas Company at 
‘two points on the West Virginia-Ohio boundary and at one point 
on the Pennsylvania-Ohio boundary, and transported through ap- 
plicant’s transmission pipe-line system in a continuous* flow to its 
distribution plants in Ohio; 

(3) By the proposed operation of the new pipe-line facilities, ap- 
plicant will transport, from the connection with the pipe-line fa- 
cilities of Panhandle Eastern Pipe Line Company (“Panhandle 
Eastern”) at or near Maumee in Lucas County, Ohio, to its existing 
system in Ohio and thereby to its various distribution plants in 
Ohio, natural gas produced or purchased by Panhandle Eastern in 
Texas, Oklahoma, and Kansas, and transported, sold and delivered 
by it to applicant at the aforesaid connection, the movement of 
such gas being, continuous and uninterrupted throughout and the 
flow thereof from the aforesaid connection into applicant’s existing 
system being under pressure maintained by Panhandle Eastern; 

(4) The transportation of natural gas by applicant, as described 
in paragraphs (2) and (3) above, is transportation in interstate 
commerce subject to the jurisdiction of this Commission under the 
provisions of the Natural Gas Act, and applicant is and will be a 
natural-gas company within the meaning of the Act by reason 
thereof: 

(5) The construction and operation of facilities for the proposed 
transportation are subject to the requirements of section 7(c) of the 
Act, as amended ; 

(6) Applicant is able and willing properly to do the acts and to 
perform the service as hereinafter authorized, and to conform to 
the provisions of the Act and the requirements, rules, and regula- 
tions of the Commission thereunder ; 

(7) The proposed operation as hereinafter authorized is and will 
be required by the present and future public convenience and neces- 
sity and a certificate therefor should be granted ; and 
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The Commission orders that: 

(A) A certificate of public convenience and necessity be and it is 
hereby issued to The East Ohio Gas Company authorizing the pro- 
posed operation of the facilities to transport natural gas, as de- 
scribed. in paragraph (3) above, and as more fully described in the 
application, subject to the provisions of this order ; 

(B) This certificate shall not be transferable and is without 
prejudice to the authority of this Commission or any other regula- 
tory body with respect to rates, service, accounts, valuation, estimate 
or determination of cost, or any other matters whatsoever now 
pending or which may come before this Commission or such other 
regulatory body, and nothing herein shall be construed as an 
acquiescence by this Commission in any estimate or determination ° 
of cost or any valuation of property claimed or asserted ; 

(C) Nothing herein is to be construed as affecting in any manner 
the determination of the service area of applicant or of any other 
natural-gas company under section 7(f) of the Natural Gas Act; 

(D) This certificate shall be effective as long as applicant con- 
tinues the operations hereby authorized in accordance with the pro- 
visions of the Natural Gas Act and any pertinent rules, regulations 
or orders heretofore or hereafter issued by the Commission ; 

(E) Appropriate evidence of the issuance of this certificate shall 


be furnished to applicant. 

















In THE MATrer OF 
FIRST LOWA HYDRO-ELECTRIC COOPERATIVE 
Application for License for Project No. 1853, Iowa 
EP-1853 
(Decided January 29, 1944) 


Syllabus 


1. Application for license for hydro-electric power development on the 
Cedar River in Muscatine and Cedar Counties, Iowa, and extending 
to the Mississippi River north of Muscatine, dismissed without preju- 
dice for failure to comply with the requirements of section 9(b) of 
the Federal Power Act which provides for the submission to the 
Commission of satisfactory evidence showing that applicant has 
complied with the laws of the State within which the project is to 
be located with respect to bed and banks and to the appropriation, 
diversion, and use of water for power purposes, in that applicant 
had not obtained the approval of the State Executive Council of 
Iowa under sections 7767 and 7771, Chapter 363, of the Iowa Code. 
P. 31. 

2. The appropriate place for a determination of the validity of a state 
statute which applicant contends it need not comply with because in- 
valid as representing an undue interference by a State with the exer- 
cise of federal authority over navigable waters of the United States 
is in the courts. P. 31. 


Andrew G. Haley, Howard P. Eckerman, Ralph A. Thompson, 
Irvin Schlesinger, George B. Porter and Herbert G. Thompson, 
and joining in the brief John Connolly, Jr., for the applicant. 

Willard W. Gatchell and W. A. Whittlesey for the Federal Power 
Commission. 

Floyd Philbrick and G. H. Clark and joining in the brief John 
M. Rankin for the State of Iowa, intervener. 

Frank C. Byers, for the Iowa Electric Light and Power Company, 
participant. 

Don Barnes for the Iowa-Illinois Gas and Electric Company, 
brief participant. 

A. A. Couch, President of the State Federation of Labor, a par- 
ticipant on behalf of the applicant. 

Mare G. Bluth and James W. Haley for the National Coal As- 
sociation, protestant. 
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A. J. Christiansen for Northern Illinois Coal Trade Association 
and Middle States Fuels, Inc., protestants. 

John P. Madden for Progressive Mine Workers of America. 

Harold V. Scott, Traffic Manager, for Coal Trade Association of 
Indiana. 

Harry A. Rozene, for Illinois Coal Traffic Bureau. 

Robert Valentine, for Iowa Southern Utilities Company of Dela- 
ware, protestant. 

W. H. Jeffries, State Legislative Representative, for the Order of 
Railway Conductors, protestant. 

C. G. Brandow, State Legislative Representative, for the Brother- 
hood of Railroad Trainmen, protestant. 

J. W. Snyder for the Brotherhood of Locomotive Engineers, pro- 
testant. 

T. L. Tollefson for the Brotherhood of Locomotive Firemen and 
Enginemen, protestant. 

H. C. Beard for Iowa Division of the Isaak Walton League of 
America, objector. 

Hugh W. Lundy and John M. Drabelle, for the Iowa Coal In- 
stitute. 

Dawe Crowe for District 13, Iowa, United Mine Workers. 

A. B. Howland for Frank O. Lowden, James E. Gorman and 
Joseph B. Fleming, Trustees of the Estate of the Chicago, Rock 
Island and Pacific Railway Company. 

P. C. Elvis for the American Telephone & Telegraph Company. 

Fred R. White, Chief Engineer, and G. H. Clarke, General Coun- 
sel, for the Iowa State Highway Commission. 

Fred Schwob, and E. B. Speaker of the Commission, Fred Poy- 
neer, Commissioner, Floyd Philbrick, First Assistant Attorney Gen- 
eral, for the Iowa State Conservation Commission, objectors. 

P. R. Ferris, G. A. Elliot, and G. A. Baldus for the Iowa State 
Building and Construction Trades Council. 

George Corriell for 97 farmers living adjacent to proposed site. 


By THe ComMISsION : 


OPrIniIon 


This matter is before us upon an application filed on August 11, 
1941, by First Iowa Hydro-Electric Cooperative for a license under 
the Federal Power Act to authorize the construction and operation 
of a power development on the Cedar River in Muscatine and 
Cedar Counties, Iowa, and extending to the Mississippi River north 
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of Muscatine. Supplements to the application have been filed to 
modify the project in certain particulars.! 


THE PROJECT 


The project as now proposed would consist of an 8,300-foot dam 
across the Cedar River approximately 21 miles upstream from its 
confluence with the Iowa River, with a 15,000-foot dike on the 
western bank of the river; a reservoir of approximately 11,000 
acres; a diversion canal leading from the main reservoir in a south- 
éasterly direction to a reservoir created by construction of a dam 
across Mad Creek, an additional length of canal from the Mad Creek 
reservoir to a small reservoir or forebay created by the construction 
of a dam across Geneva Creek; a powerhouse having four turbo- 
generating units with an aggregate generating capacity of 70,000 
horsepower, together with appurtenant structures; and a discharge 
canal approximately 6,000 feet long running parallel to the Missis- 
sippi River and discharging into the pool immediately below United 
States Dam No. 16 near Muscatine. The main reservoir on the Cedar 
River would flood certain islands to which title is held by the United 
States. 

As first presented, the plans of the applicant for developing the 
water resources of the Cedar River were neither desirable nor ade- 
quate, but many important changes in design have been made.? The 
applicant has also agreed to certain modifications proposed by the 
Chief of Engineers of the War Department. The present plans call 
for a practical and reasonably adequate development to utilize the 
head and water available, create a large storage reservoir, and make 
available for recreational purposes a considerable area now unsuit- 


1 Additionally, the Cooperative filed a declaration of intention (docket No. DI—154) in 
January, 1940, for a run-of-river hydroelectric development to be located on the Cedar 
River at about the same location as the presently proposed development, but not ex- 
tending to the Mississippi River, and in April, 1941, this was supplemented to incor- 
porate many of the features found in the present application. After an investigation, in 
the course of which the Governor of the State of Iowa was invited to present his views, 
the Commission on June 3, 1941, found that the Cedar River and the Iowa River, into 
which it flows, are navigable waters of the United States, and that the interests of 
interstate commerce would be affected by the proposed construction. 

? Section 10 (a) of the Act provides: 

“That the project adopted, including the maps, plans, and specifications, shall be such 
as in the judgment of the Commission will be best adapted to a comprehensive plan for 
improving or developing a waterway or waterways for the use or benefit of interstate 
or foreign commerce, for the improvement and utilization of waterpower development, 
and for other beneficial public uses, including recreational purposes; and if necessary 
in order to secure such plan the Commission shall have authority to require the modifi- 


cation of any project and of the plans and specifications of the project works before 
approval.” 
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able for such use, all at a cost which does not appear to be un- 
reasonable. 

Further changes in design may be desirable, but they are minor 
in character and can be effected if the applicant is able to meet the 
other requirements of the Act. 


THE LEGAL ISSUE POSED 


The State of Iowa (through its Attorney General) was granted 
leave to intervene in this proceeding and contends that the appli- 
vant has failed to comply with the requirements of section 9(b)* 
of the Federal Power Act in that it has not obtained the approval 
of the State Executive Council of Iowa for construction of the 
project. 

Section 9(b) of the Act requires that, before issuing a license, 
the Commission must be satisfied that the applicant has complied 
with the requirements of the laws of the State or States within 
which the proposed project is to be located with respect to bed and 
banks and to the appropriation, diversion, and use of water for 
power purposes, and with respect to the right to engage in the busi- 
ness of developing, transmitting, and distributing power and in any 
other business necessary to effect the purposes of a license. 

It is pointed out by the State that section 7767 of Chapter 363 
of the 1939 Iowa Code provides that no dam shall be constructed 
“in any navigable or meandered stream for any purpose, or in any 
other stream for power purposes, unless a permit has been granted 
by the Executive Council. . .” Section 7771 further provides that 
the State Executive Council shall grant such permit if certain con- 
ditions are met, among which is a requirement that “any water 
taken from the stream in connection with the project is returned 
thereto at the nearest practicable place without being materially di- 
minished in quantity. . .” 

The applicant has not applied for a permit from the State Execu- 
tive Council with respect to the project as now proposed and con- 
tends that it is not required to obtain such permit in order to satisfy 
the requirements of section 9(b) of the Federal Power Act. In sup- 


3“See, 9. That each applicant for a license hereunder shall submit to the Commis- 
sion. ... 


(b) Satisfactory evidence that the applicant has complied with the requirements of 
the laws of the State or States within which the proposed project is to be located with 
respect to bed and banks and to the appropriation, diversion, and use of water for power 
purposes and with respect to the right to engage in the business of developing, trans- 
mitting, and distributing power, and in any other business necessary to effect the pur- 
poses of a license under this Act.” (See also section 27 of the Act.) 
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port of this contention, the applicant asserts that since this project 
involves the diversion of water from the Cedar River to the Missis- 
sippi River, the conditions of section 7771 of the lowa Code cannot 
be met and the Council would be unable to issue a permit for this 
project. The applicant further contends that the lowa statute is 
invalid insofar as it would preclude the construction and operation 
of the project because the statute represents an undue interference 
by a State with the exercise of the Federal Government's authority 
over navigable waters of the United States. 


CONCLUSION 


We have given careful consideration to the conflicting contentions 
of the applicant and the State of Iowa with respect to the applica- 
bility and effect of the lowa statutes in this proceeding. But, as 
previously indicated, we are bound by the requirements of section 
9(b) of the Federal Power Act, which provides for submission to 
the Commission of satisfactory evidence that the applicant has 
complied with the State laws. The appropriate place for a deter- 
mination of the validity of such State laws is in the courts and, if 
we dismiss the application for license on the basis of failure to 
comply with the requirements of section 9(b), applicant may seek 
review of our action and its contentions under section 313(b) of 
the Federal Power Act. 

An appropriate order in accordance herewith will be issued. 

LevanpD OLbs. 
Ciaupe L. Draper. 
Basin Manty. 

Joun W. Scorr. 
Netson Lee SMirn. 


Order dismissing application for license 
First Iowa Hydro-Electric Cooperative 


(Project No. 1853) 


Upon application filed August 11, 1941, as later supplemented, 
by First Iowa Hydro-Electric Cooperative, with offices in Mus- 
catine and Davenport, Iowa, for license under the Federal Power 
Act for a proposed power project to be located on the Cedar River 
in Muscatine and Cedar Counties, Iowa, and extending to the Mis- 
sissippi River north of Muscatine; 

For the reasons given, and the facts found in the opinion in this 
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matter adopted this date and made a part hereof by reference, the 
Commission finds that: The applicant has not presented satisfac- 
tory evidence, pursuant to section 9(b) of the Federal Power Act, 
of compliance with the requirements of applicable laws of the State 
of ‘Iowa requiring a permit from the State Executive Council to 
effect the purposes of a license under the Federal Power Act, and 
the pending application, as supplemented, should be dismissed 
without prejudice ; ’ 

It is ordered that: 

The pending application filed August 11, 1941, as supplemented, 
be and it is hereby dismissed without prejudice to renewal within 
One year upon satisfying the requirements of section 9(b) of the 
Federal Power Act. 





In THE MATTER OF 


GEORGIA POWER COMPANY 


Declaration of Intention to Construct Project on 
Oconee River, Georgia 


DI-166 
(Decided March 28, 1944) 
Syllabus 


1. The filing of a declaration of intention under section 23(b) of the 
Federal Power Act to construct a water-power project, presents ques- 
tion as to whether the interests of interstate and foreign commerce 
would be affected by the construction and operation of proposed 
project works and, as a necessary corollary, what navigable waters 
of the United States would be affected. P. 34. 

2. The Oconee River held navigable from Milledgeville (4.3 miles below 
site of proposed project) to its mouth, and the Oconee, and Altamaha 
into which it empties, though wholly within the State of Georgia, 
held to form a navigable water of the United States from Milledge- 
ville to the sea, over which persons and property can be and have 
been carried in interstate commerce, and with which connections 
may be and have been made, at the lower end of the Altamaha, with 
interstate trade over the Intracoastal Waterway and with coastwise 
and foreign trade at the ocean ports. P. 38. 

3. The relationship between reservoir storage capacity, hydraulic capac- 
ity of the power installation, average stream flow at project site, 
range of stream flow necessary to provide navigable depths for boats 
of various drafts, reasonable methods of operation normally and 
customarily followed in the conduct of a public utility system, and 
the physical possibilities of affecting the natural flow as a result of 
the existence and operation of the project works, must be noticed in 
considering the effects which a proposed’ hydroelectric development 
may reasonably and normally be expected to have on the interests 
of interstate or foreign commerce. P. 38. 

4. The operation of the Furman Shoals project as proposed by declarant 
would result in serious adverse effects upon the navigability of the 
river from Milledgeville (mile 145) to below Dublin (mile 77), since, 
except at times of relatively high flow, reduction of navigable depths 
of from 13 to 20 inches would render impossible any navigation of 
the river as far upstream as Milledgeville during these seasons, and 
would cause serious interference with navigation at, above, and be- 
low Dublin, constituting a serious impairment of, and substantially 
affecting, the navigable capacity of the Oconee River. The interests 
of interstate commerce would consequently be affected by the pro- 
posed construction. P. 41. 
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Harllee Branch, Jr., P. S. Arkwright, Jr. and Wallace Miller, 
for declarant. 
Willard W. Gatchell and Joseph E. Hayden for the Commission. 




































By THE COMMISSION : 


Opinion 


On Marek 5, 1942, the Georgia Power Company (for brevity 
called declarant) filed a declaration of intention under section 23(b) 
of the Federal Power Act! to construct a water-power project, 
known as the Furman Shoals project, on the Oconee River in Bald- 
win County, Georgia.2, On August 5, 1942, declarant filed with the 
Commission a supplement to its declaration of intention, describing 
its proposed method of operation of the project. 

Public hearings were held in Atlanta and in Washington in con- 
nection with this matter. Thereafter briefs were filed by counsel 
for declarant and by the Commission’s staff. The Commission has 
carefully considered the record and the arguments advanced in the 
briefs. 

The principal question presented is a familiar one in connection 
with unconstructed water-power projects, namely: Would the inter- 
ests of interstate or foreign commerce be affected by construction 
and operation of the proposed project works? A necessary corol- 
lary is the question of what navigable waters of the United States 
would be affected. 


— 


PROPOSED PROJECT WORKS AND TILE RIVERS INVOLVED 





The principal project works, as proposed by declarant for con- 
struction, consist of a dam about 100 feet high in and across the 
Oconee River in Baldwin County, Georgia, 4.3 miles upstream from 

' Milledgeville; a hydroelectric power plant at the dam, with in- 











1Section 23 (b) states in part: “. . . Any person, association, corporation, State, or 
municipality intending to construct a dam or other project works across, along, over, 
or in any stream or part thereof, other than those defined herein as navigable waters, 
and over which Congress has jurisdiction under its authority to regulate commerce with 
foreign nations and among the several States shall before such construction file declara- 
tion of such intention with the Commission, whereupon the Commission shall cause 
immediate investigation of.such proposed construction to be made, and if upon in- 
vestigation it shall find that the interests of interstate or foreign commerce would be 
affected by such proposed construction such person, association, corporation, State, or 
municipality shall not construct, maintain, or operate such dam or other project works 
until it shall have applied for and shall have received a license under the provisions 
of this Act. If the Commission shall not so find, and if no public lands or reservations 
are affected, permission is hereby granted to construct such dam or other project 
works in such stream upon .compliance with State laws.” (16 U. S. C. A. see. 817) 

?The site of the dam and power plant is in Baldwin County. The reservoir site is 
in Baldwin, Hancock, and Putnam Counties. 
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stalled capacity of 50,000 kilovolt-amperes (about 43,000 kilowatts) 
in two generating units of equal capacity, to operate under a maxi- 
mum head of 92 feet; and a reservoir with gross capacity of 294,- 
000 acre-feet and usable capacity of about 208,000 acre-feet, which 
when full to elevation 337 would extend upstream some 25 miles, 
and flood 15,000 acres of land in Baldwin, Hancock, and Putnam 
Counties. The power produced by the plant would be transmitted 
and delivered to markets by declarant’s transmission system, which 
is interconnected with the transmission systems of other electric 
utility operating companies in Alabama, Florida, and South Caro- 
lina, and with the system of the Tennessee Valley Authority in 
Tennessee. 

The Oconee River rises in northeastern Georgia, in the vicinity 
of Gainesville, and flows in a general southeasterly direction to the 
“fall line” at Milledgeville, below declarant’s dam site, where it 
drops to the Coastal Plain, its slopes below Milledgeville being rela- 
tively flat and its current moderate. At The Forks, 145 river miles 
below Milledgeville, the Oconee River joins the Ocmulgee River 
and thus forms the Altamaha River, which flows 137 miles in a 
southeasterly direction, discharging into the Atlantic Ocean through 
Doboy, Altamaha, and Buttermilk Sounds, near Darien and Bruns- 
wick. 

The Oconee River drains an area of 5,318 square miles, of which 
about 2,900 square miles lies above Milledgeville. The average slope 
of the river from Milledgeville to The Forks is slightly more than 
one foot per mile. In this stretch there are no falls, and the ab- 
sence of such impediments, together with the low-to-moderate cur- 
rent velocities, provides conditions very favorable to light-draft 
navigation as compared with corresponding conditions on numer- 
ous other navigable rivers. 

Use of the Altamaha River and its affluent, the Oconee River, 
for navigation, and the improvement of these rivers by the United 
States over a very long period of years are definitely established 
by the record before us. The Altamaha River has been used more 
extensively for navigation than the Oconee, but the lighter-draft 
boats and other river craft which have plied the Altamaha in the 
past have also plied the Oconee River.* 


’ Declarant commenced construction of the dam and power plant in October 1929 
without a license or other Federal authority. Due to the depression, work was sus- 
pended on November 30, 1930, and has not since been resumed, 

*The entire drainage area of the Altamaha River system is in the State of Ceorgia. 
However, connections may be and have been made at the lower end of the Altamaha 
with interstate trade over the Intracoastal Waterway and with coastwise and foreign 
trade at the ocean ports. 
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In 1909 and 1910, after the navigation project below Milledge- 
ville, as adopted by Congress, had been under improvement for 
about 20 years, the Army Engineers made a careful resurvey of the 
river, and established a navigation datum plane representing the 
water surface corresponding to a low-water flow which had been 
exceeded approximately 95 percent of the time during the previous 
10 years. River depths over an average channel width of 60 feet 
were then referenced to this datum plane. The soundings taken at 
that time disclosed that in this 145-mile stretch there were only 6.7 
miles which had a depth of less than 3 feet below the aforesaid 
low-water reference plane, 5 miles being in the 39-mile stretch be- 
tween Milledgeville and the Central of Georgia Railroad Bridge. 
The observations indicated, however, that for 88 percent of the 
time the stage of the river was one foot or more above the datum 
plane, and for 75 percent of the time two feet above it.’ There- 
after, in 1912, Congress authorized continuance of the improvement 
of the Oconee River below Milledgeville in accordance with House 
Document 443, the adopted project providing for maintenance of 


a navigable depth of 3 feet “during ordinary summer low water 
up to Milledgeville.”® 


THE OCONEE RIVER IS A NAVIGABLE WATER OF THE UNITED 





STATES 








The navigability of the Oconee River from its mouth (Mile 0) 
to Milledgeville (Mile 145) is demonstrated in the record, but in 
view of the fact that greater use has been made of the river for 
navigation below Dublin (Mile 77) than above that point, declarant 
attempts to disparage suitability of the stretch between Dublin 
and Oconee at the Central of Georgia Railroad Bridge (Mile 106) 
and also of the 39-mile stretch between Oconee and Milledgeville 
for navigation use. We find nothing in the record that would 
justify the conclusion that the river is navigable below Dublin and 
nonnavigable above that point. The physical and hydraulic char- 
acteristics of the two sections are not essentially different. We are 
satisfied that the river from Milledgeville to its mouth is suitable 
for navigation use. In fact it has been used for that purpose. 
In the year 1803, some 37 years before the first railroad was 
completed in Georgia,’ and when transportation by wagon and 
stagecoach over the poor roads of that period was slow and diffi- 


















5 House Document 443, 62d Congress, 2d Session, pages 19—20, and 28. 

*37 Stat. 201, 208 (River and Harbor Act approved July 25, 1912). 

‘A 40-mile line of railroad extending southeasterly from Athens was completed in 
1840. The present Central of Georgia Railroad, which crosses the Oconee River 39 
miles below Milledgeville, and the Georgia Railroad, which crosses the river some 54 
miles above Milledgeville, were both completed in 1843. 
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cult, the State Legislature located the town of Milledgeville “at 
or near the head of navigation on the Oconee River”’.® 

In December 1804, the Legislature agreed to and approved of 
the town site, as theretofore fixed upon and laid off pursuant to 
the Act of May 11, 1803, and declared the town of Milledgeville 
“to be the permanent seat of Government of this State.”® Milledge- 
ville was the capital of Georgia for 63 years, from 1804 to 1867. 
That the advantage of water transportation was one of the con- 
trolling considerations in the location of the State capital on the 
Oconee River can hardly be gainsaid. 

The State of Georgia spent some $45,000 for navigation improve- 
ments above Dublin, and private navigation companies also partici- 
pated in the improvement of the river. By the time Congress com- 
menced appropriating money for improvement of the river (June 
18, 1878), railroads had been constructed and channels of com- 
merce were fairly well established in the region. 

The influence of shipping points and established transportation 
routes upon development of the Oconee River as a navigation route 
is evidenced by the emphasis placed upon improvement of the sec- 
tion of the river between Dublin and the Central of Georgia Rail- 
road Bridge, some 29 miles upstream. However, for more than 
50 years Congress has consistently treated the entire river below 
Milledgeville as navigable and as susceptible of increased naviga- 
tion use.!° Furthermore, the many reports submitted to Congress 
by the Corps of Engineers, U. S. Army, present the views of these 
navigation experts to the effect that the river is suitable for navi- 
gation use up to Milledgeville, and such reports contain impressive 
records of the volume of commerce which has been handled not only 
on the Oconee River but also on the Altamaha.'! In addition to 


§ Act No. 80, May 11, 1803, “Compilation of the Laws of the State of Georgia 
Passed by the Legislature . . .,” 1800-1810, inclusive, by Augustin Smith Clayton; page 
100. “Sec. 16. And be it further enacted by the authority aforesaid, That immediately 
after the boundary line shall be run agreeably to this act, five commissioners to be 
appointed by the Legislature, shall at the most eligible and suitable place, at or near 
the head of navigation on the south side of the Oconee River, lay out a tract of land 
containing three thousand two hundred and forty acres, or sixteen of the aforemen- 
tioned tracts, of two hundred and two and an half acres each, as laid off by the dis- 
trict surveyors; which is hereby reserved and set apart for a town to be called and 
known by the name of Milledgeville; and shall on such part as they may deem most 
proper, lay off lots containing one acre each; and shall lay a plat of the said tract of 
land, together with a plan of the town, before the next General Assembly, and such 
number of lots shall be disposed of as they may deem expedient.”’ 

* Act No. 161, December 12, 1804; Clayton’s “Compilation of Laws” cited in footnote 
8; page 209. 

“Sec. 7, and be it further enacted, That the next meeting of the General Assembly, 
after the date of said proclamation, shall be at the said town of Milledgeville, which is 
hereby declared to be the permanent seat of Government of this State.” 

See, for example, 20 Stat. 152, 157; 20 Stat. 363, 368; 21 Stat. 180, 186; 21 
Stat. 468, 476; 22 Stat. 191, 200; 23 Stat. 133, 140; 24 Stat. 310, 320; 25 Stat. 400, 
413, 426; 26 Stat. 426, 442; 33 Stat. 1150, 1151; and 37 Stat. 201, 208. 




















































































































FEDERAL POWER COMMISSION 
use by steamboats and other craft, the record shows that the river 
has been used for rafting. 

Declarant regards the present lack of commerce and alleged 
lack of prospects for profitable commerce on the Oconee River as 
indicative of conditions preventing navigation, but neither lack 
of commercial traffie nor unprofitable traffic operations is control- 
ling as to navigability.22 On the basis of the long record of actual 
use, the assertion of jurisdiction by Congress during the past 66 
years, and more particularly during the past 54 years, and the 
testimony as to suitability of the river for navigation, we hold that 
the Oconee River is navigable from Milledgeville to its mouth, and 
that the Oconee and Altamaha Rivers form a navigable water of 
the United States from Milledgeville to the sea, over which persons 
and property can be and have been carried in interstate commerce. 


EFFECT OF THE PROPOSED PROJECT 


In considering the effects which q proposed hydro-electric de- 
velopment may reasonably and normally be expected to have on 
the interests of interstate or foreign commerce, it is necessary to 
take notice of the relationship between the reservoir storage capac- 
ity, the hydraulic capacity of the power installation, the average 
stream flow at the project site, the range of stream flow necessary 
to provide requisite navigable depths for boats of various drafts, 
reasonable methods of operation normally and customarily followed 
in the conduct of a public utility system, and the physical possibil- 
ity of affecting the natural flow as a result of the existence and 
operation of the project works. 

Declarant proposes to install two similar hydraulic turbines in 
the Furman Shoals plant with combined discharge capacity of 
7,200 cubic feet per second, or 3,600 ¢.f.s. each. The turbines may 
operate singly or simultaneously, according to the power demand 
and the available storage, or the rate of inflow to the reservoir. 
If the system power demand should be low at the time of high in- 
flow, the hydroelectric plant might be operated to produce energy 
which would otherwise be generated by steam-electric plants, thus 
saving fuel. The usable capacity of the reservoir is 208,000 acre- 


1 Official reports on use of the Oconee River for navigation were substantiated by 
the testimony of witnegses, among whom was declarant’s witness, the Honorable Car! 
Vinson, Chairman, Committee on Naval Affairs, House of Representatives, whose farm 
fronts on the river a few miles below Milledgeville. Chief Engineer McWhorter of the 
Commission's staff made a careful survey of the river from Milledgeville to the Cen- 
tral of Georgia Railroad Bridge, 38.3 miles downstream, and found adequate channel 
depths and widths for navigation use. 

2 United States v. Appalachian Electric Power Company, 311 U. S. 377, 416, 418; 
Economy Light and Power Company v. United States, 256 U. S. 1138, 124. See also 
section 3 (8) of the Federal Power Act. 
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feet.1* At Milledgeville the average flow of the river is approxi- 
mately 3,600 c.f.s., and the flow exceeds 1,400 c.f.s more than three- 
fourths of the time. The evidence, and actual boating, show con- 
clusively that boats of light draft can operate below Milledgeville 
when the flow is less than 1,400 ¢.f.s., but the flows most useful to 
the types of navigation best adapted to this river range’ upward 
from 1,400 c.f.s. to the average flow at Milledgeville, 3,600 c.f.s. 
Flows in excess of 3,600 c.f.s. are of no particular advantage to the 
kinds of navigation for which the Oconee River is best suited. 

In the supplement to its declaration of intention, declarant shows 
that it intends to operate the power plant to supply capacity and 
energy for peak loads on its power system, which means that the 
power load carried by the plant, and consequently the discharge 
from the turbines, would vary through a very wide range. Dur- 
ing periods of low and moderate flow, such as generally occur dur- 
ing the summer and autumn of each year, the flow in the river: 
immediately below the dam would be reduced to 250 c.f.s. for 8 
hours each weekday from Monday to Friday, inclusive, and to an 
average of 500 c.f.s. from Friday evening to Monday forenoon each 
week. On weekdays the flow immediately below the dam would 
range from a minimum of 250 c.f.s. to a maximum possibly as high 
as 7,200 c.f.s.; and as a result, major variations would oceur in 
the stage and navigable depths available in the river at and below 
Milledgeville. Neither 250 c.f.s. nor 500 c.f.s. is sufficient to pro- 
vide navigable depths necessary fer any kind of useful navigation 
below Milledgeville. 

It is possible, furthermore, that some other method of operation 
which might be followed by declarant in the future would affect 
the interests of navigation still more adversely. While declarant 
says that the method of operation set forth in the supplement to 
its declaration of intention would be followed, and that the mini- 
mum and maximum flows of 250 ¢.f.s. and 7,200 c.f.s., respectively, 
would mark the lower and upper limits of plant discharge, there 
is no assurance that, with changing conditions, other methods of 
operation involving different time and discharge schedules. would 
not be adopted if found more profitable.'+ 

The depth of water at any particular place in a river depends 
upon the rate of flow at the time of measurement. If the flow of 
water is either entirely or partially shut off at an upstream point, 


% An acre-foot is a unit of volume—the quantity of water required to cover an acre 
to a depth of one foot. 

“No testimony was offered by declarant supporting the reasonableness of its pro- 
posed method of operation, but the Commission knows from its experience in analyzing 
the operation of similar plants in this and other public utility systems that the method 
is not beyond the range of reasonableness and practicality. It also knows, however, 
that there are other methods of operation which could be followed. 
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the rate of flow downstream therefrom, for long distances below 
the point of shut-off, will be reduced, and if the shut-off continues 
for a sufficient number of hours, the downstream flow will be re- 
duced by the exact amount of the flow so withheld. 

In the instant case the proposed dam is the point of shut-off, and 
the navigable waterway below Milledgeville is the critical section 
of the Oconee River which we should consider. 

The testimony of witnesses for both declarant and the Commis- 
sion’s staff shows that if the proposed power plant is operated so 
as to discharge only an average of 500 c.f.s. for 56 hours over week- 
ends, the flow of the river between Milledgeville and Dublin and 
for some indeterminate distance below Dublin will be greatly re- 
duced with correspondingly large reductions in stage and navigable 
depths. Quantitatively, the reductions in flow and navigable depths 
will vary with the flow which would otherwise be available under 
‘natural conditions. As an example, for a natural flow of 1,400 c.f.s. 
at Milledgeville, the reductions in navigable depths at Milledgeville 
and Dublin would be approximately 16 inches and 13 inches, respec- 
tively, and for a higher natural flow, say 1,800 c.f.s., the navigable 
depths would be reduced by about 20 inches throughout the Mill- 
edgeville-Dublin stretch, with large reductions extending below 
Dublin. 

Although the 8-hour shut-offs on weekdays would result in a 
lower minimum release than would the 56-hour weekend shut-offs 
(250 c.f.s. as compared with an average of 500 c.f.s.), the shorter 
interval of time would mean less deficiency to be made up by the 
power operation releases, and therefore a shorter stretch of river 
below the dam would be adversely affected. The minimum week- 
day releases of 250 c.f.s. would, however, destroy the navigable ca- 
pacity of the river at and for many miles below Milledgeville. In 
this connection it will be observed that the extent of adverse effects 
on navigable capacity of the river below Milledgeville, as measured 
by distance, depends upon the portion of the natural flow withheld, 
and the period of time during which it is withheld. 

In relating these anticipated. encroachments upon navigable 
depths to navigation conditions on the Oconee River below Milledge- 
ville, it is apparent that operation of the Furman Shoals project 
as proposed by declarant would result in serious adverse effects 
upon the navigable capacity of the river from Milledgeville to be- 
low Dublin. The record shows that the drafts of boats operating 
on the river ranged from 16 inches to 3.5 feet. Except at times 
of relatively high flow, reduction of navigable depths of from 13 
to 20 inches would render impossible any navigation of the river 
as far upstream as Milledgeville during those seasons, and would 
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cause serious interference with navigation at, above, and below 
Dublin. In a stream which for the major part of the time is suit- 
able only for light-draft navigation (boats drawing from 16 to 
30 inches, as in the case of the Oconee River) a stage reduction of 


one foot obviously constitutes a serious impairment of navigable 
capacity. 


CONCLUSION 


After considering the entire record as presented, and particu- 
larly those matters herein discussed, we are convinced that con- 
struction and operation of the Furman Shoals project as proposed 
would substantially affect the navigable capacity of the Oconee 
River. We are of the opinion, therefore, that the interests of inter- 
state commerce would be affected by the proposed construction. 

An appropriate determination and order will be entered in ac- 
cordance with this opinion. 

Letanp OLps. 
Craupe L. Draper. 
Bast. Manty. 
Joun W. Scorr. 
Netson Lee Smiru. 


Determination and order 
Georgia Power Company 
(DI-166) 


Upon declaration of intention filed by the Georgia Power Com- 
pany, as supplemented, that it proposes to resume construction of 
a hydroelectric power project at Furman Shoals on the Oconee 
River, Georgia, about 4 miles above Milledgeville, construction hav- 
ing been commenced in 1929 and discontinued on or about Novem- 
ber 30, 1930; and 

It appearing to the Commission that : , 

(a) Declarant proposes to construct a dam approximately 100 
feet high, to provide a maximum power head of 92 feet, thus creat- 
ing a reservoir which would flood approximately 15,000 acres of 
land and provide usable storage capacity of 208,000 acre-feet; and 
a power house with total installation of 50,000 kilovolt-amperes, in 
two generating units having capacity of 25,000 kva each; 

(6) The Oconee River rises in the vicinity of Gainesville, Georgia, 
flows southeasterly through the Piedmont Plateau to Milledgeville 
(Mile 145), where it drops to the Coastal Plain, and thence con- 
tinues in a southeasterly direction to The Forks, where it unites 
with the Ocmulgee River and thus forms the Altamaha River; the 
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entire drainage area of the Altamaha River system being within 
the State of Georgia ; 

(c) The average slope of the Oconee River from Milledgeville 
to its mouth is slightly more than one foot per mile, and its aver- 
age flow at Milledgeville is approximately 3,600 cubic feet per 
second ; 

(d) The two turbines which declarant proposes to install will 
have hydraulic capacity of 7,200 ¢.f.s., or 3,600 ¢.f.s. each; and 
declarant proposes to operate its power plant in its power system 
as a peak load carrier, discharging as much as 7,200 c.f.s. through 
the turbines, and at times reducing the discharge to 250 c.f.s. for 
8 hours during weekdays and to an average of 500 c.f.s. during the 
56-hour period from 10 p.m. Friday to 6 a.m. Monday each week; 

Upon the record submitted, including the testimony and exhibits 
presented in the hearings, and upon the facts found and for the 
reasons given in the opinion in this matter adopted this date and 
made a part hereof by reference, the Commission finds that: 

(1) The Oconee River, at least as far upstream as Milledgeville, 
1as been used for boat navigation over a long period of years and 
for rafting almost as far upstream, has been recommended to Con- 
gress for improvement, has been improved by the State of Georgia, 


and has been improved by the War Department under authority of 
Congress, the present authorized navigation project providing for 
a depth of 3 feet at ordinary summer low water up to Milledge- 
ville; 


(2) The Altamaha River has been used throughout its entire 
length over a long period of years for navigation, and for rafting, 
lias been recommended to Congress for improvement, and has been 
improved by the War Department under authority of Congress, 
and furnishes a direct water connection with the Intracoastal Canal 
and the Atlantic Ocean for the transportation of persons and prop- 
erty in interstate or foreign commerce ; 

(3) The Corps of Engineers, United States Army, acting pursu- 
ant to the authority of Congress, has repeatedly advised that the 
Oconee River is suitable for navigation, and can be improved for 
more extensive navigation use, at least up to Milledgeville; 

(4) The Oconee River is navigable at least in the section from 
Milledgeville to its mouth, the Altamaha River is navigable through- 
out its entire length, and the Oconee and Altamaha Rivers together 
form a navigable water of the United States over which persons and 
property can be and have been transported in interstate commerce; 

(5) Due to the relation between the storage capacity of the pro- 
posed reservoir and the available stream flow, and the hydraulic ca- 
pacity of the turbine installation, any reasonable method of opera- 
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tion of the power plant would involve intermittent storage and dis- 
charge of water during a large part’of each year, with greatly re- 
duced discharge for several hours each weekday and for much 
longer periods of time over week ends; 

(6) The widely varying discharge of water past the project works 
would result in large variations in the flow of the river below the 
dam, and such variations, particularly the continuance of a reduced 
flow for two days or more, as proposed by declarant, would persist 
to points below Dublin ( Mile 77), reducing navigable depths through- 
out this entire section by more than one foot ; 

(7) Boats operating in the river below Milledgeville have had 
drafts ranging from 16 inches to 3.5 feet ; 

(8) Navigable depths available during periods of low-to-moder- 
ate flow in the section of the Oconee River between Milledgeville 
and Dublin are sometimes less than 3 feet at certain places, and 
the reduction of such depths by one foot or more would substantially 
impair the navigable capacity of the river, and prevent regular 
navigation use thereof by boats of the type that have in the past 
operated throughout this section of the river; 

The Commission determines that : 

The interests of interstate commerce will be affected by construc- 
tion of the proposed Furman Shoals project; 

It is ordered that : 

Before undertaking construction of the Furman Shoals project, 
declarant shall apply for and accept a license in accordance with 
the terms of the Federal Power Act and the rules and regulations 
of the Commission thereunder. 





In THE MATTER OF 
THE WESTERN COLORADO POWER COMPANY 


Reclassification of the Electric Plant Accounts of a Public Utility 


IT-5879 
(Decided April 4, 1944) 


Syllabus 


. Stipulated amount of excess of recorded cost on the books of account- 
ing public utility of properties acquired from wholly-owning parent 
and three wholly-owned subsidiaries thereof over the cash cost 
to parent company and top holding company which had complete 
domination over the other companies, does not represent cost but a 
“write-up” and should be classified in Account 107, electric plant ad- 
justments, pending further disposition. P. 47. 

. The difference between the recorded cost of other acquired property 
and a lower stipulated actual cost clearly represents a “write-up” 
since it does not represent any cost to the accounting utility. P. 47. 

3. Where accounting utility acquired the property of its subsidiary by 
assuming its indebtedness, capitalization of operating deficit of latter 
company was erroneous and such amount should be classified in 
Account 107, pending disposition. P. 47. 

. Fees paid to an affiliated construction company (Phoenix Utility Com- 
pany) representing profits to the latter company, do not represent 
cost to the accounting utility since Phoenix was nothing more than 
an incorporated system of accounting interposed by the top holding 
company (Bond & Share) for the purpose of exacting construction 
fees from its improvised operating companies. Such fees represent- 
ing intercompany profits should be classified in Account 107, elec- 
tric plant adjustments. P. 47. 

5. The “write-ups” referred to in headnotes 1 and 2 above should be dis- 
posed of by an immediate charge to Account 271, earned surplus, or 
Account 270, capital surplus, provided the latter is properly created 
for such purpose. P. 48. 

. The amounts representing operating deficit of acquired company, erron- 
eously capitalized, and construction fees paid to affiliate, should be 
disposed of by an immediate charge to Account 271, earned surplus. 
P. 48. 

. Proffered evidence of reproduction cost of property rejected as irrele- 
vant and immaterial. P. 48. 

. Accounting utility, having heretofore filed ‘sith the Commission its 
claimed actual legitimate original cost of its licensed projects, in 
excess of the original cost thereof as sbown by its revised studies, 


44 
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allowed to establish a credit to the amount of such excess in Ac- 
count 107, electric plant adjustments, pending Commission deter- 
mination of the actual legitimate original cost of the projects. 
P. 49. 

9. Amounts presently classified in Account 100.1, electric plant in service, 
Account 100.5, electric plant acquisition adjustments, and Account 
110, other physical property (other than the Phoenix fees discussed 
above), should be retained in Account 100.6, electric plant in process 
of reclassification, pending the company’s review and study of re- 
corded and unrecorded retirements, and submission of proposed plans 
of disposition of amounts therein determined to be properly classi- 
fiable in Account 100.5, electric plant acquisition adjustments, or 
Account 107, electric plant adjustments. P. 49. 


George Corey for The Western Colorado Power Company. 
Charles V. Shannon, General Counsel, and Reuben Goldberg for 
the Federal Power Commission. 


By THE CoMMISSION : 


OPINION AND FINDINGS 


This proceeding arises under the Federal Power Act and relates 
to accounting entries which should be made by The Western Colo- 
rado Power Company (Colorado) pursuant to our Uniform System 
of Accounts for Public Utilities and Licensees, particularly electric 


plant instruction 2-D thereof and our order of May 11, 1937, re- 
lating thereto. . 

On July 12, 1940, Colorado filed its reclassification and original 
cost studies of electric plant with this Commission. A review of 
these studies by our staff disclosed deficiencies therein which were 
called to the attention of Colorado, 

Following submission of revised studies on July 19, 1943, con- 
ferences were held between our staff and representatives of the 
company, resulting in a stipulation, dated January 24, 1944, and 
subject to our approval, with respect to the facts pertinent to the 
issues in this matter. The stipulation recites that the facts con- 
tained therein shall be accepted “as: though the Commission had 
held a hearing on the issues raised by the staffs’ recommendations 
and witnesses had been called, sworn, examined and testified thereto 
at such hearing.” 

The principal issues thus presented for our decision relate to the 
appropriate classification and disposition of the excess of recorded 
cost over original cost resulting from transfers of property, and 
of profits paid by Colorado to an affiliated construction company. 
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CLASSIFICATION OF EXCESS OF RECORDED COST OVER 
ORIGINAL COST ARISING IN TRANSFERS OF 
PROPERTY TO COLORADO 


Pursuant to an agreement, dated March 21, 1913, between Utah 
Power & Light Company (Utah) and its wholly-owned subsidiary, 
Colorado, the properties of the parent company located in the State 
of Colorado were transferred to the subsidiary. At the same time. 
Utah caused three other wholly-owned subsidiaries! to convey all 
of their properties and net assets to Colorado. Colorado recorded 
these properties on its books at $6,450,000.2_ Prior to the transfer 
to Colorado, these properties had been acquired by Electric Bond 
& Share Company (Bond & Share) and Utah Securities Corpora- 
tion, its subsidiary, at a cash cost of $2,286,696.87, and Utah Com- 
pany has incurred miscellaneous acquisition costs of $4,493.57 in 
connection with these properties, bringing the aggregate cash cost 
to $2,291,190.44. Thus, the $6,450,000 recorded by Colorado on its 
books exceeded the cash cost to Bond & Share and its subsidiaries 
by the stipulated amount of $4,158,809.56. 

Colorado contends that all of this excess represents “cost” within 
the meaning of that term as used in the Uniform System of Ac- 
counts, while it is the position of our staff that it represents not 
cost, but a “write-up.” 

At the time of the transactions, Utah, Colorado, Utah Securities 
Corporation and Bond & Share were affiliated with one another and 
the last named had complete domination and control over the others, 
either directly or indirectly. As we have had occasion to say under 
similar circumstances, transactions between such companies repre- 
sent nothing more than Bond & Share, through various controlled 
subsidiaries, dealing with itself. Utah Power & Light Company, 
3 F. P. C. 533, 53 P. U. R. (N.S.) 164. Looking through the form 
of the transactions to their substance, the $6,450,000 recorded on 
the subsidiary Colorado’s books includes $4,158,809.56 more than 
the actual cost to the dominant, controlling parent, Bond & Share. 

In Pacific Power «& Light ‘Company, 3 F.P.C. 329, 46 P. U.R. 
(N.S.) 131, we required a directly analogous excess to be classified as 
a “write-up” in Account 107, electric plant adjustments, and there- 
after charged off to surplus. As appears from the opinion of the 





1These were San Juan Water & Power Company, Durango Gas & Electric Company 
and Telluride Electric Light Company. 

*This amount dees not include $250,000, representing a reconstruction reserve 
ereated by a charge to plant account, hereinafter discussed. Colorado, in return for 
these properties, issued the following securities to Utah: 

P.A. or Par Value 
ie Re ee eee $3,000,000 
IR “GE ttn hentia ede enninnineenaietamtiairtialntng 3,499,100 


6,499,100 
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Court in Pacific Power & Light Company, et al. v. Federal Power 
Commission, 141 F. 2d 602 (C.C.A. 9, No. 10,386, decided March 
10, 1944), the company upon review withdrew its objections to this 
provision of our order “in the light of the holding in Vorthwestern 
Electric Co. v. Federal Power Commission, 321 U. S. 119, decided 
January 31, 1944.” 

We find that the excess in the present proceeding likewise does 
not represent cost, but a “ write-up,” and should be classified in ac- 
cordance with the provisions of our System of Accounts in Ac- 
count 107, electric plant adjustments, pending disposition as here- 
inafter discussed. 

By agreement dated February 5, 1914, Colorado acquired the 
properties of the Montrose Electric Light & Power Company, the 
Ouray Electric Power & Light Company, the Ridgeway Electric 
Company, and a property known as the Delta Electric Light Plant. 
Colorado recorded these properties at $357,766.83, although it is 
stipulated that the actual cost to it, including acquisition expense, 
was $351,794.14. The difference between recorded cost and actual 
cost, namely $5,972.69, clearly represents a “write-up” since it does 
not represent any cost to Colorado. We find that this amount, like- 
wise, should be classified in Account 107, electric plant adjustments, 
pending disposition as hereinafter discussed. 


ERRONEOUS CHARGE TO PLANT ACCOUNT 





On December 1, 1931, Colorado acquired the property of its 
subsidiary, the Oliver Power Company, by assuming that com- 
pany’s indebtedness. It is agreed that Colorado recorded Oliver's 
assets on its books at the figures reflected on the books of the latter, 
including in its plant account an operating deficit of $1,804.27 
which had been carried on Oliver’s books. This capitalization of 
the operating deficit was erroneous. We find that the amount of 
$1,804.27 should be classified in Account 107, electric plant adjust- 
ments, pending disposition as hereinafter discussed. 


CLASSIFICATION OF FEES PAID BY COLORADO AND ITS 
SUBSIDIARY, OLIVER POWER COMPANY, TO PHOENIX 
UTILITY COMPANY, AN AFFILIATED CONSTRUCTION COMPANY 









It is agreed that Phoenix Utility Company (Phoenix) did cer- 
tain construction work for Colorado and its subsidiary, Oliver 
Power Company, and that Colorado’s plant accounts include fees 
paid to Phoenix on this account in the amount of $12,259.77. These 
fees paid to Phoenix represented profits to Phoenix, which were 
capitalized by Colorado and its subsidiary. We have consistently 
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held that such intercompany profits do not represent cost, and more 
particularly, we have held that the Phoenix was “nothing more 
than an incorporated system of accounting interposed by Bond 
& Share for the purpose of exacting construction fees from its su- 
pervised operating companies” and that the fees “paid to Phoenix” 
do not “constitute actual legitimate original cost.” Pennsylvania 
Power & Light Company, 3 F. P. C. 89, 44 P. U. R. (N.S.) 344; af- 
firmed Pennsylvania Power & Light Co.v. Federal Power Commis- 
sion, (C.C.A. 3) 139 F. 2d 445. The fees here are of the same nature 
as those involved in that case. We find that the instant fees of 
$12,259.77, now included in Account 100.6, electric plant in process 
of reclassification, were not cost of plant and, pending disposition 
as hereinafter discussed, should be classified in Account 107, electric 
plant adjustments. 


DISPOSITION OF AMOUNTS HEREIN FOUND TO BE 
CLASSIFIED IN ACCOUNT 107 


Adhering to our previous rulings respecting disposition of “write- 
ups,” we find that it is reasonable and appropriate for the purposes 
of the Act that the “write-ups” of $4,158,809.56 and $5,972.69, first 
referred to above, or a total of $4,164,782.25, should be disposed of 
by an immediate charge to Account 271, earned surplus, or Ac- 
count 270, capital surplus, provided the latter is properly created 
for such purposes; and that the operating deficit of $1,804.27, er- 
roneously capitalized in plant account, and the $12,259.77 of Phoenix 
fees should be disposed of by an immediate charge to Account 271, 
earned surplus. Y 

We reject the proffered evidence of reproduction cost of the 
property as irrelevant and immaterial. Northwestern Electric Com- 
pany, et al. v. Federal Power Commission, 321 U. S. 119. 


OTHER MATTERS PRESENTED BY THE STIPULATION 


It is further stipulated that Colorado upon acquisition of the 
properties from Utah created a reconstruction reserve in the amount 
of $250,000 by a charge to plant account, and that, pending com- 
pletion of a review of the charges which have been made to that 
reserve, this amount shall be retajned in Account 100.6, electric 
plant in process of reclassification. We find this treatment appro- 
priate under the circumstances, and accordingly will approve the 
same. 

Colorado has heretofore filed with the Commission its claimed 
actual legitimate original cost of its licensed projects. This claimed 
actual legitimate original cost exceeds the original cost of such 
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projects as showh by the company’s revised studies, by $138,515.01. 
It is agreed that, pending a determination by the Commission of 
the actual legitimate original cost of these projects, a credit of 
$138,515.01 shall be carried in Account 107, electric plant adjust- 
ments, in addition to the classified plant accounts as shown by the 
company’s revised statements B to I. This treatment, likewise, is 
found to be appropriate under the circumstances and will be ap- 
proved. 

Agreement has also been reached regarding amounts aggregating 
$4,203,283.77, which the company has classified in Account 100.1, 
electric plant in service, Account 100.5, electric plant aquisition ad- 
justments, and Account 110, other physical property. Of this 
amount, we have found that the $12,259.77 of Phoenix fees dis- 
cussed above and now classified in Account 100.1 should be classi- 
fied in Account 107 and disposed of by a charge to Account 271, 
earned surplus. We find that the balance of this amount ($4,191,- 
024.00) should be retained by the company in Account 100.6, elec- 
tric plant in process of reclassification, pending the company’s re- 
view of the recorded book retirements and completion of a study 
to determine possible unrecorded retirements. 


CONCLUSION 


We find that the accounting procedures discussed herein and re- 
quired by the accompanying order are reasonable and appropriate 
for the purposes of the Act, upon the conditions which we shall 
prescribe. Our order will require the company to submit its further 
studies by a specified date and, in so doing, to set forth its proposed 
classification of the amounts retained in Account 100.6, electric 
plant in process of reclassification, together with its proposed plans 
of disposition of any amounts therein which are determined to be 
properly classifiable in Account 160.5, electric plant acquisition ad- 
justments, or Account 107, electric plant adjustments. 

The company’s revised studies' referred to herein have not been 
the subject of a field examination. We therefore reserve the right 
to make such an examination and to require whatever further ad- 
justments are indicated thereby. 


An order will be issued in accordance herewith. 
LELAND OLps. 
Ciaupe L. Draper. 
Bastt MANLY. 
Newtson Lee Smiru. 
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Order directing accounting entries, disposition of amounts 
classified in Account 107, electric plant adjustments, 
and requiring submission of further studies 


The Western Colorado Power Company 
(IT-5879) 


The Commission, having this day made and entered its opinion 
and findings in the aboye matter, which opinion and findings are 
incorporated by reference as a part hereof, the Commission orders 
that The Western Colorado Power Company : 

(A) Transfer from Account 100.6, electric plant in process of 
reclassification, to Account 107, electric plant adjustments, the 
amounts of $4,158,809.56, $5,972.69, $1,804.27, and $12,259.77, all of 
which amounts are more particularly described in the opinion; 

(B) Dispose of che $4,158,809.56 and the $5,972.69 by a charge 
to Account 271, earned surplus, provided, however, that all or any 
part of such amounts may be charged to Account 270, capital sur- 
plus, if the latter is properly created for such purpose; 

(C) Dispose of the $1,804.27 and $12,259.77 by charges to Ac- 
count 271, earned surplus; 

(D) Establish a credit amount of $138,515.01 in Account 107, 
electric plant adjustments, to be retained therein pending further 
order of the Commission ; 

(E) Retain the amounts of $250,000 and $4,191,024.00 ($4,203,- 
283.77 less $12,259.77, referred to in the opinion and findings, in 
Account 100.6, electric plant in process of reclassification, pending 
further order of the Commission ; 

(F) Complete and file on or before June 1, 1944, the studies de- 
scribed in the opinion with respect to the $250,000 and the $4,191,- 
024.00 and in submitting the studies to the Commission, the com- 
pany shall set forth its proposed classification of these amounts, 
together with its proposed plans of disposition of any amounts 
properly classifiable in Accounts 100.5 and 107; 

(G) Submit certified copies of the entries eifectuating compliance 
with the requirements of paragraphs (A) to (E), hereof, inclusive, 
within 30 days from the date of this order; 

(H) The provisions of this order are not to be construed as 
dispensing with the necessity for full compliance with the require- 
ments of the Public Utility Holding Company Act of 1935, and 
the rules, regulations and orders issued by the Securities and Ex- 
change Commission. 





In THE MATTER OF 


VIRGINIA ELECTRIC AND POWER COMPANY 
AND VIRGINIA PUBLIC SERVICE COMPANY 


Application for Approval of Acquisition by Merger of 
“acilities under Section 203 of Federal Power Act 
and Transfer of Licenses 


IT-5878 


(Decided April 18, 1944) 


Syllabus 


. Corporations engaged in generating, transmitting, purchasing, distrib- 
uting and selling electric energy in territory extending from Virginia 
into North Carolina, whose properties are interconnected at several 
points, owning and operating facilities for the transmission and sale 
at wholesale of electric energy in interstate commerce, are public 
utilities within the meaning of the Federal Power Act. P. 53. 

2. A transaction whereby a public utility will merge its facilities sub- 
ject to the jurisdiction of the Commission with those of another 
company, which is “another person” within the meaning of section 
203, is subject to the requirement of said section that prior authori- 
zation therefor be obtained from the Commission. P. 53. 

. Proposed acquisition of utility assets is not exempt from the require- 
ments of section 203 by reason of section 318 of the Act, since such 
acquisition, expressly authorized by the State Corporation Commis- 
sion of Virginia, by the provisions of section 9(b) of the Public 
Utility Holding Company Act of 1935, is not subject to the require- 
ments of section 9(a) of the latter Act. P. 54. ‘ 

. Applicants’ original proposal, subsequently withdrawn, whereby ex- 
cess of purchase price over original cost would have been charged to 
operating expenses and thus berne by the consumers, would have 
required abrogation of former order, pursuant to which excess over 
original cost classified in Account 100.5, electric plant acquisition 
adjustments, is being amortized as an income deduction, inasmuch 
as, in such a bargain, although it be the result of protracted “arm's 
length” negotiations between buyer and seller, the rate-paying cus- 
tomer is not consulted and has no protection except through the 
vigilance of regulatory authorities. P. 54. 

5. Revised proposal by which excess over original cost created by merger 
will be immediately charged off and amortization against income 
above referred to continued, with other adjustments and an indi- 
cated rate reduction of $300,000 per year, approved. P. 55. 
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By THE COMMISSION : 
FINDINGS AND OPINION 


Virginia Electric and Power Company (“Vepco”) and Virginia 
Public Service Company (“VPS”), by application filed on Janu- 
ary 26, 1944, seek an order under section 203 of the Federal Power 
Act authorizing Vepco to acquire by merger all of the facilities of 
VPS or, in the alternative, an order dismissing the application for 
lack of jurisdiction insofar as it relates to such merger. Approval 
is also sought of the transfer to Vepco of the interest of VPS in 
the licenses issued by the Commission for project No. 342 and 
project No. 906.1 

Upon an application filed by Vepco and VPS with the State Cor- 
poration Commission of Virginia on January 5, 1944, that Commis- 
sion, by order of January 6, 1944, authorized the proposed merger. 
The North Carolina Utilities Commission and the Public Service 
Commission of West Virginia also approved the merger insofar 
as it was subject to their respective jurisdictions. 

Hearings with respect to various aspects of the proposed merger 
were held before the Securities and Exchange Commission on Feb- 
ruary 1, 2, 10, 11, and 12, 1944, upon applications and declarations 
filed with that Commission pursuant to the Public Utility Holding 
Company Act of 1935 by Vepco, VPS, Engineers Public Service 
Company (“Engineers”) (File No. 70-846) and General Gas & 
Electric Corporation (“Gengas”) (File No. 70-850). 

Appropriate notice was duly given of the filing of the applica- 
tion with this Commission and no protest or request for hearing 
was received.? Thereafter, counsel for VPS and Vepco and counsel 
for this Commission agreed by stipulation of February 26, 1944, 
that, subject to our Rules of Practice and Regulations, the tran- 
script of the proceedings before the Securities and Exchange Com- 
mission, and the annual reports and the original cost and reclassi- 
fication studies filed with this Commission by VPS and Vepco, 
should be part of the record in this proceeding. 

As hereinafter discussed, the original plan of merger proposed 
in the application was, in our opinion, contrary to the public inter- 
est in several respects. Following conferences between represen- 
tatives of this Commission and of the Securities and Exchange 


1A minor part license for project No. 342 was issued on February 26, 1923, to 
Virginia-Western Power Company and subsequently transferred to VPS. A minor part 
license for project No. 906 was issued on June 16, 1928, to Bedford Pulp & Paper 
Company, Ine., and subsequently transferred to Hydro-Hlectriec Corporation of Vir- 
ginia. The project is now operated by VPS under lease. 

2? Written notice of the application was given to the Governors and regulatory com- 
missions of Virginia, West Virginia and North Carolina and notice of the application 
was also published in the Federal Register of January 29, 1944 (Vol. 9, p. 1066). 
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Commission, the applicants were advised of objectionable features 


of their proposal and they thereafter revised the merger plan to 
meet these objections. 


JURISDICTION 


We may briefly dispose of the question raised in the application 
with respect to our jurisdiction in this matter. Vepco is engaged 
in generating, transmitting, purchasing, distributing and selling 
electric energy in tidewater Virginia, and, to a small extent, in 
northeastern North Carolina. VPS is engaged in generating, trans- 
mitting, purchasing, distributing and selling electric energy in a ter- 
ritory adjacent, on the north and west, to that served by Vepco, ex- 
tending from Alexandria, Virginia, southwestwardly through central 
Virginia and the eastern part of West Virginia to Roanoke Rapids, 
North Carolina, and also in and about Newport News, Virginia. 
The properties of the two companies are interconnected at several 
points. 

The evidence clearly shows that Vepco and VPS own and oper- 
ate facilities for the transmission and sale at wholesale of electric 
energy in interstate commerce, and each is therefore a “public util- 
ity” within the meaning of the Federal Power Act.’ By the pro- 
posed transaction, Vepco will merge its facilities subject to our 
jurisdiction with those of VPS, “another person” within the mean- 
ing of section 203. The merger is accordingly subject to the re- 
quirement of section 203 that prior authorization therefor be ob- 
tained from this Commission. Nor is the acquisition by Vepco 
exempt from the requirements of section 203 by reason of section 
318 of the Act as being subject to a requirement of the Public 
Utility Holding Company Act of 1935 or a rule, regulation or 
order of the Securities and Exchange Commission thereunder. Since 
the State Corporation Commission of Virginia has expressly au- 
thorized Vepco’s acquisition of the utility assets of VPS, such ac- 


3 The facilities of Vepco include facilities for the transmission to North Carolina of 
electric energy which is generated in Virginia, and for the transmission to Virginia, 
and the sale at wholesale of energy generated in North Carolina. The facilities of 
VPS include facilities for the transmission to West Virginia and North Carolina of 
electric energy which is generated in Virginia, and facilities for the transmission to 
Virginia and the sale at wholesale of energy which is generated in West Virginia and 
North Carolina. 

* Pennsylvania Electric Company, 3 F. P. C. 544 and 3 F. P. C. 557; Public Service 
Electric and Gas Company, 1 F. P. C. 691; Wisconsin Michigan Power Company, 1 F. 
P. C. 699; Portland General Electric Company, 1 F. P. C. 709; Public Service Electric 
and Gas Company, 1 F. P. C. 748, 749; Portland General Electric Company, 1 F. P. C. 
773, 774; Otter Tail Power Company, 2 F. P. C. 935, 936; Virginia Public Service 
Company, docket Nos. IT-5749 and IT-5689, 3 F. P. C. 704; The Hastern Shore Public 
Service Company of Maryland et al., docket No, 1T-5774, 3 F. P. C. 723; The Cincin- 
nati Gas & Electric Company et al., docket No. IT-5661, 3 F. P. C. 883; The Eastern 
Shore Public Service Company of Maryland, docket No. IT-5854, order issued Oct. 13, 
1943; Duke Power Company, docket No. IT-5858, order issued Nov. 30, 1943. 
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quisition, by reason of section 9(b) of the Public Utility Holding 
Company Act of 1935, is not subject to the requirements of section 
9(a) of that Act. 

The request that we dismiss the application for lack of jurisdic- 
tion must therefore be denied. 


THE MERGER PLAN 


VPS is a subsidiary of Gengas in the Associated Gas and Electric 
Corporation system and Vepco is a subsidiary of Engineers. Briefly 
stated, it is proposed that Gengas transfer to Engineers all of the 
common stock of VPS. Subsequent to the acquisition by Engineers 
of the VPS equity, VPS will be merged into Vepco. By terms of 
the merger agreement, the VPS common stock will be converted 
into 150,000 shares of Vepco common stock having a stated value 
of $2,500,000. The preferred shares of VPS will be converted into 
preferred shares of Vepco. The merger agreement is conditioned 
upon Engineers making a cash contribution of $2,500,000 to the 
common capital of Vepco and arrangements are to be made for the 
refunding of the presently outstanding debt of VPS. 


PROPOSAL TO CHARGE EXCESS OVER ORIGIN AL 
COST AGAINST CONSUMERS 


The merger, as originally proposed, would have resulted in $11,- 
036,749 excess over the original cost of the properties of VPS being 
charged to operating expenses of the merged company and borne 
by its consumers. This total includes $5,115,148 excess over original 
cost which is now classified in Account 100.5, electric plant acqui- 
sition adjustments, on the books of VPS and is being amortized as 
an income deduction pursuant to our order of September 21, 1943, 
in Virginia Public Service Company, docket No. IT-5842, 3 F. P. C. 
1092.5 Applicants’ original proposal therefore would have required 
us to abrogate this order and permit the charging of the excess 
over original cost to operating expenses and thus to the consumers. 

The remainder of the excess over original cost, $5,921,601, is to 
be created by the merger. The original proposal of the applicants 
to charge this excess purchase price to operating expenses would 
have represented, in substance, a purchase of prospective revenues 
to be exacted from consumers. The evidence in the record does not 
justify such an exaction. So long as a prospective purchaser of 
a utility property has the assurance that consumers can be com- 
pelled to foot the bill, there is no incentive to insure that such trans- 


‘This order was acceded to by the State Corporation Commission of Virginia on 
October 4, 1943. 
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actions will be consummated in a manner that will serve the public 
interest in economical electric service. 

Such a bargain may be the result of protracted “arm’s length” 
negotiations between the buyer and the seller, but the third party 
to the transaction—the rate paying customer—is not consulted and 
has no protection except through the vigilance of regulatory au- 
thorities. It was this type of abuse, among others, which the Hold- 
ing Company Act and the Federal Power Act were designed to 
prevent. 

The applicants, as above stated, have now revised their proposal 
so that they will charge off immediately the $5,921,601 excess over 
original cost created by the merger, and will continue amortizing 
against income the $5,115,148 excess over original cost now on the 
books of VPS in accordance with our order of September 21, 1943. 
No part of the $11,036,749 excess over original cost will be charged 
to operating expenses. 


OTHER ADJUSTMENTS 


The electric plant accounts of Vepco also contain amounts which 
are in excess of original cost. It was indicated in the application 
that such excess totals $7,836,921. However, a field examination by 
the Commission’s staff of the reclassification and original -cost 


studies of Vepco indicates that the excess over original cost is 
$14,789,039, of which $5,164,256 may represent plant acquisition 
adjustments and the remainder, $9,624,783, plant adjustments. 

While the results of the staff’s study are subject to further re- 
view, Vepco has now agreed to dispose of $1,677,707 of plant adjust- 
ments and to set up a reserve of $7,947,076 for disposition of so 
much of the balance of the above amount of $9,624,783, as may later 
be required to be disposed of. Vepco has also agreed to amortize 
$5,164,256 of plant acquisition adjustments, less $840,473 of the de- 
preciation reserve claimed to be applicable thereto, over a fifteen- 
year period, by charges to income. The above amounts are subject 
to such changes, if any, as may be finally determined to be proper. 

In addition to these accounting adjustments, the applicants have 
indicated that they will make an immediate rate reduction of $300,- 
000 per year. 


CONCLUSION 


Under the circumstances, we find that the proposed acquisition 
by Vepco of VPS, upon the terms of the revised proposal, will 
be consistent with the public interest and should be approved. 

679357—46—7 
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An appropriate order in accordance herewith will issue. 
LeLanpD OL ps. 
Craupe L. Draper. 
Bastin Manty. 
Joun W. Scorr. 

Netson Les Sira. 


Order authorizing and approving merger of facilities 


Virginia Electric and Power Company and 
Virginia Public Service Company 


(IT-5878) 


Upon consideration of the joint application, as amended, in the 
above-entitled proceeding and the record thereon, the Commission, 
having adopted its findings and opinion in this matter, which is 
hereby referred to and made a part hereof by reference, orders that: 

(A) The proposed merger by Virginia Electric and Power Com- 
pany (“Vepco”) of its facilities subject to the jurisdiction of 
this Commission with those of Virginia Public Service Company 
(“VPS”) be and the same hereby is authorized and approved upon 
the terms and conditions set forth in the joint application, as 
amended, and the provisions of this order ; 

(B) Vepeo shall charge off immediately the entire excess over 
original cost arising in connection with the proposed transaction 
($5,921,601 as of November 30, 1943), and on the basis of accounts 
as of November 30, 1943, the elimination of this amount shall be 
accomplished by charges to the following accounts: 

(i) Premium on Vepco preferred stock issued to convert the 
preferred stocks of VPS, $1,318,856 ; 

(ii) Capital surplus created by cash donation made as a condi- 
tion to the merger, $2,500,000 ; 

(iii) Earned surplus, $2,102,745 ; 

(C) Immediately upon setting up the accounts of the merged 
company, Vepco shall create a special reserve which shall be clas- 
sified in Account 258.3 and entitled “Reserve for amounts in ex- 
cess of original cost of utility plant” for the entire amount found 
chargeable to electric and common utility plant adjustments as a re- 
sult of the field examination by the Commission’s staff of Vepco’s 
revised original cost and reclassification of electric plant study as 
filed with the Commission ($7,947,076 as of November 30, 1943)®; 

*Concurrently, Vepco proposes to dispose of an amount of $1,677,707, representing 
amounts in excess of original cost related to the property of City Gas Company of 


Norfolk, which was merged with Vepco on June 30, 1930. Disposal of this amount will 
be accomplished by charges to earned surplus, $1,378,571, and capftal surplus, $299,136. 
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and on the basis of accounts as of November 30, 1943, such reserve 
shall be created as follows: " 

(i) Reduction in the stated value of the capital represented by 
the common stock of Vepco, $6,590,705 ; 

(ii) Charges to reserve for depreciation, $887,405 ; 

(ili) Charges to earned surplus, $468,966. 

Provided, that the amounts chargeable to the electric and com- 
mon utility plant adjustment accounts shall be subject to such 
changes, if any, as may be finally determined to be proper; 

(D) Vepeo shall charge to the special reserve hereinbefore de- 
scribed any amounts in its plant accounts in excess of original 
cost that the Commission may lawfully order or require to be 
charged off and no other amounts; and any balance in said spe- 
cial reserve accounts determined by the Commission to be not 
required for the purposes above specified may be transferred by 
Vepco to its capiial surplus account ; 

(£) The amount to be transferred from the VPS electric plant 
acquisition adjustment account to that of Vepco ($5,115,148 as of 
November 30, 1943) shall continue to be amortized in accordance 
with the terms of the Commission’s order of September 21, 1943, 
In the Matter of Virginia Public Service Company (docket No. 
IT-5842) 3 F. P. C. 1092, by equal annual charges over a fifteen-year 
period beginning with 1943 to Account 537, miscellaneous amortiza- 
tion, and concurrent credits to Account 252, reserve for amortiza- 
tion of electric plant acquisition adjustments ; 

(F) The amounts found to be chargeable to electric and com- 
mon utility plant acquisition adjustment accounts of Vepco as a 
result of a field examination by the Commission’s staff ($5,164,256 
as of November 30, 1943) shall be disposed of by a transfer of 
$840,473 from Account 250, reserve for depreciation of electric plant, 
to Account 252, reserve for amortization of electric plant acquisi- 
tion adjustments, and the amortization of the remainder, $4,323,783, 
by equal annual charges over a fifteen-year period beginning with 
1944 to Account 537, miscellaneous amortization, with concurrent 
credits to Account 252, reserve for amortization of electric plant 
acquisition adjustments; Provided, that the amounts chargeable to 
electric and common utility plant acquisition adjustments shall be 
subject to such changes, if any, as may be finally determined to 
be proper; 

(G) This authorization shall expire unless acted upon within 
sixty days after the date of this order; 

(H) Vepco shall report with reference to the merger of facilities 
hereby authorized within ten days after the consummation thereof 
as required by the Commission’s Rules of Practice and Regulations: 
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and shall file the appropriate accounting entries within six months 
from the date of consummation of the proposed merger as required 
by the provisions of the Uniform System of Accounts; 

(1) The transfer to -Vepco of the interest of VPS in the licenses 
for project No. 342 and project No. 906 be and the same hereby is 
approved; Provided, that such approval is without prejudice to 
the Commission’s authority with respect to such projects under the 
Federal Power Act; 

(J) The provisions of this order are not to be construed as dis- 
pensing with the necessity for full compliance with the requirements 
of the Public Utility Holding Company Act of 1935, and the rules 
regulations and orders issued by the Securities and Exchange Com- 
mission ; 

(K) The foregoing authorization is without prejudice to the au- 
thority of this Commission with respect to rates, service, accounts, 
valuations, estimates or determinations of cost, or any other matter 
whatsoever which may come before this Commission, and nothing 
in this order shall be construed as an acquiescence by this Com 
mission in any estimate or determination of cost or any valuation 
of property claimed or asserted. 





In THE MATTERS OF 


HOPE NATURAL GAS COMPANY; 

NEW YORK STATE NATURAL GAS CORPORATION ; 
THE MANUFACTURERS LIGHT AND HEAT COMPANY 
AND MANUFACTURERS GAS COMPANY; 
UNITED FUEL GAS COMPANY; 

HOME GAS COMPANY 


Applications for Certificates of Public Convenience and Necessity 
under Section 7 of the Natural Gas Act 


G-507, G-508, G-510, G-516, and G-519 
(Decided April 26, 1944) 


Syllabus 


1. Considerations of natural gas conservation are material to the issu- 
ance of non-‘grandfather’ clause certificates of public convenience 
and necessity under section 7 of the Natural Gas Act as amended. 
P. 66. 

2. Certificates of public convenience and necessity issued to Hope and 
New York State Natural (Consolidated project) for facilities con- 
sisting of a transmission pipe line from Hastings, West Virginia, to 
the Pennsylvania-West Virginia boundary and thence to a point near 
Pew Station, Pennsylvania, connecting there with the pipeline sys- 
tem of New York State Natural, to provide an additional supply 
of natural gas to Northern Pennsylvania and Western New York 
to relieve the natural gas shortage in that area caused by declining 
local production and reserves, through utilizing gas to be made 
available by the Tennessee Gas and Transmission Company trans- 
mission pipe line from Texas to West Virginia (see 3 F. P. C. 574), 
on showing of rapid decline in local gas reserves due to uneconomic 
exploitation; total lack of substantial recent discoveries; shortage 
requiring emergency interconnections during past two winters; issu- 
ance of War Production Board priorities assistance and preference 
rating certificates, and ability of applicants to supply requirements 
of customers to be served, contingent, however, upon additional gas 
being made available from Tennessee project. Certificates granted 
subject to condition that, Until further’ order of Commission, facil- 
ities be used only for the purpose of enabling Hope and New York 
State Company to supply the requirements of named customers 
under existing contracts. P. 69. 

3. Commission, unable to reach a decision as to the necessity for the 
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Columbia project (The Manufacturers Light and Heat Company, 
Manufacturers Gas Company, United Fuel Gas Company and Home 
Gas Company), required applicants therefor to present additional 
evidence as to the necessity for that project and Hope and New 
York State Natural to show why they should not meet the terms 
set forth in the Columbia project contracts covering service to dis- 
tributors. P. 69. 


William A. Dougherty, C. W. Cooper, and James B. Sayers for 
the Hope Natural Gas Company. 

William A. Dougherty, C. W. Cooper, and James B. Sayers for 
the New York State Natural Gas Corporation. 

David E. Mitchell, John C. Peterson, and Wayne Johnson for 
the Manufacturers Light and Heat Company and Manufacturers 
Gas Company. 

Milton C. Baldridge for the Home Gas Company. 

Kenneth L. Sater, Assistant Attorney General of Ohio, for the 
Public Utilities Commission of the State of Ohio. 

John D. Ellis for the City of Cincinnati, Ohio. 

Alfred 8. Knowlton and Roy S. Kern for the Baltimore and 
Ohio Railroad Company and various other railroads. 

R. Granville Curry and Fredrick M. Dolan for the Anthracite 
Institute. 

Tom J. McGrath and James W. Haley for the National Coal As- 
sociation. 

Tom J. McGrath and Welly K. Hopkins for the United Mine 
Workers of America. 

Fred C. Fernald for Godfrey L. Cabot, Inc. 

Elton H. Beals for the Rockland Light and Power Company 
and the Rockland Gas Company. 

Charles V. Shannon, Harry S. Littman, Robert L. Russell, and 
Charles E. McGee for the Federal Power Commission. 


By THE ComMMISSION : 


OPpINnIoNn 


These proceedings involve applications of two subsidiaries of 
Consolidated Natural Gas Company and four subsidiaries of Co- 
lumbia Gas & Electric Corporation! seeking certificates of public 
convenience and necessity under section 7 of the Natural Gas Act to 
authorize the construction and operation of facilities for the pur- 


'The proposed facilities of the Consolidated subsidiaries are hereinafter called the 
“Consolidated project”; and those of the Columbia subsidiaries, the “Columbia project.” 
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pose of supplying additional quantities of natural gas to the north- 
ern Pennsylvania and western New York area and for the sale of 
such gas to companies operating in that region. It is proposed by 
the installation of these facilities to relieve the natural gas shortage 
in that area through utilizing gas to be made available by a trans- 
mission line now being constructed by the Tennessee Gas and Trans- 
mission Company from the Stratton-Agua Dulce field in Texas, to 
Kenova and Cornwell, West Virginia. The Tennessee company’s 
line, authorized by the Commission’s order of September 24, 1943,? 
is scheduled for completion in the Fall of 1944. 

The project of Consolidated is proposed to be constructed and 
operated by its subsidiaries, Hope Natural Gas Company* and 
New York State Natural Gas Corporation.* Hope seeks authority 
to construct a 1234-inch transmission pipe line to extend north- 
eastward from its Hastings compressor station in West Virginia 
for a distance of about 18 miles to the Pennsylvania-West Virginia 
boundary line, and to install two additional gas compressor units 
aggregating 4000-horsepower and appurtenant facilities at the Hast- 
ings station.» New York State Company seeks permission to ex- 
tend such line from the state boundary for a distance of approxi- 
mately 127 miles in a northeasterly direction to connect at a point 
near Pew Station, Pennsylvania, with the pipeline system which it 
now operates. The proposed facilities will have an installed ca- 
pacity to deliver 50 million cubic feet of gas per day at the proposed 
connection near Pew Station. 

The project of Columbia is proposed to be constructed and oper- 
ated by its subsidiaries, United Fuel Gas Company,’ The Manu- 
facturers Light and Heat Company,’ Manufacturers Gas Com- 
pany,® and Home Gas Company.!® The proposed facilities consist 
principally of main line loops, relocation and installation of. gas 
compressor units, dehydration plant additions and enlargements, 


See In the Matter of Tennessee Gas and Transmission Company, 3 F. P. C. 442, 
50 P. U. R. (N. 8.) 199 and 3 F. P. C. 574. 

3 Hereinafter called “Hope.” 

* Hereinafter called “New York State Company.” 

5 Docket No. G—507. 

® Docket No. G—508. 

7 Hereinafter called “United Fuel.” 

5 Hereinafter called “Manufacturers Light and Heat.” 

® Hereinafter called “Manufacturers Gas.” 

‘© Ifereinafter called “Home.” 
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and the acquisition of a pipe linet! The installation of these facil- 
ities would enable these companies to deliver an additional 15 mil- 
lion cubic feet of gas per day in the area proposed to be served. 

After reasonable, notice to interested persons, including the Gov- 
ernors and regulatory commissions of Pennsylvania, New York, 
West Virginia and Ohio, public hearings were held on the applica- 
tions, which were consolidated for purposes of hearing, commencing 
January 26, 1944, and concluding February 22. Oral argument 
was heard by the Commission sitting en bane on March 3, 1944. 

A substantial part of the hearing was devoted to the taking of 
evidence with respect to the question of the necessity for the projects 
and their possible effect upon coal and railroad interests. 


JURISDICTION 


No jurisdictional questions have been raised in these proceedings. 
It clearly appears from the evidence that each of the applicants 
is a natural gas company within the purview of the Natural Gas 
Act. The proposed facilities upon completion will be used to 


“The facilities proposed to be constructed or acquired by the Columbia subsidiaries 
are as follows: 

(1) By United Fuel in docket No. G-516: (a) Remove one 450-horsepower com- 
pressor unit from its Buff Lick compressor station and erect it at the Glenville com- 
pressor station; (b) remove one 600-horsepower compressor unit from its Goldtown 
compressor station and erect it at the Carnegie compressor station. 

(2) By Manufacturers Light and Heat in docket No. G-510: (a) Construct 900 
feet of 20-inch and 11 miles of 16-inch loop transmission pipe line beginning at Miller 
Farm in Sandhill District, Marshall County, West Virginia, and extending in a north- 
erly direction to a point of connection with its existing loop line near Donegal Town- 
ship, Washington County, Pennsylvania; (b) construct 12 miles of 16-inch loop trans- 
mission line beginning at the Hix Farm in Findley Township, Allegheny County, 
Pennsylvania, and extending in a northerly direction to a point of connection with its 
line at the Town of Monaca, Beaver County, Pennsylvania; (c) construct a total of 
five miles of suction and discharge pipe lines consisting of two parallel 12-inch lines 
extending from an existing 16-inch line westward to its Porters Falls compressor sta- 
tion in Wetzel County, West Virginia; (d) remove two 1,100-horsepower gas com- 
pressors from its Hundred compressor station in Wetzel County, West Virginia and two 
1,100-horsepower gas compressors from its Sedalia compressor station in Doddridge 
County, West* Virginia, and erect them at a proposed Hughes River compressor station 
in Ritchie County, West Virginia, together with a dehydration plant and other ap- 
purtenant facilities; (e) remove one 400-horsepower gas compressor from its State 
Line compressor station in Bedford County, Pennsylvania, and install it, together with 
other appurtenant facilities, at the Sedalia compressor station; (f) install an addi- 
tional 600-horsepower gas compressor at its Ellwood City compressor station in Beaver 
County, Pennsylvania; (g) enlarge dehydration plant at Porters Falls compressor 
station. 

(3) By Manufacturers Gas Company in docket No. G—510: Install an additional 700- 
horsepower compressor unit at its Iowa compressor station in Jefferson County, Penn- 
sylvania. 

(4) By Home in docket No. G—519: (a) Acquire approximately 10.05 miles of 6- 
inch transmission pipe line from Producers Gas Company, extending from a point 
north of Olean, New York, in an easterly direction parallel to Home’s existing pipe 
lines; (b) construct crossover connections between the transmission pipe line pro- 
posed to be purchased and its present pipe lines; (c) install one 160-horsepower com- 
pressor unit at its Wellsville compressor station at Wellsville, New York; (d) erect 
necessary gas measuring stations, 
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transport natural gas into Pennsylvania and New York from points 
outside those States, and such gas is proposed to be sold by appli- 
cants for resale for ultimate public consumption. Therefore, the 
facilities are subject to section 7 of the Act which requires that 
the construction and operation of facilities for the transportation 
or sale of natural gas, subject to the jurisdiction of the Commis- 
sion, be authorized by a certificate of public convenience and neces- 
sity. 


COST OF FACILITIES 


The estimated capital cost of the Consolidated project is $3,473,- 
863, of which $767,185 is for the proposed facilities of Hope and 
$2,706,678 for those of New York State Company. 

The estimated capital cost of the Columbia project is as follows: 

United Fuel $ 133,001 


Manufacturers Light and Heat 1,649,200 
Manufacturers Gas ’ 105,000 


> eadidnc chm enic bods ; ieee tee EAs 39,891 


agree ttbete-c sche oxelbvarsyigaese ence Reneediae aa 


Total 


The ability of the applicants to finance and construct the proposed 
facilities has been clearly established. It is proposed that Hope will 
finance from cash on hand; New York State Company through the 
sale of common stock to its parent company, Consolidated; and the 
Columbia subsidiaries from their general funds. 


THE PROPOSED SERVICE 


Consolidated Project—Hope has entered into a 20-year contract to 
deliver to New York State Company at the Pennsylvania-West Vir- 
ginia boundary all of the natural gas requirements of the New York 
State Company at 2914c per M.c.f., contingent upon receipt by 
Hope of natural gas which it has contracted to purchase from Ten- 
nessee Gas and Transmission Company. 

New York State Company, in turn, intends to transport such 
gas by means of the proposed facilities and its existing pipeline 
system and to sell such gas for resale to five natural gas companies 
in northern Pennsylvania and to its present customers, New York 
State Electric and Gas Corporation and Central New York Power 
Corporation, which serve consumers in Ithaca, Cortland, Auburn, 
Syracuse and other communities in New York. New York State 
Company has entered into 20-year contracts to serve the five cus- 
tomers with the quantities of natural gas shown in the following 
tabulation, at a rate of 3714¢ per M.c.f. : 


















FEDERAL POWER COMMISSION 








Maximum Maximum 
annual daily 

(M.c.f.) (M.e.f.) 
Empire Gas and Fuel Co. (Pa.)_-------_--_- 303,750 1,000 
Godirey ‘1... Cabot, Tint, 268.3 a nh ote 592,750 1,750 

North enn Gas Company and Allegany Gas 

OGRE ht Renata ble eaeitnneh pda 1,581,250 4,500 
Penn-York Natural Gas Corporation ~--_~~~- 1,718,000 5,000 
DORI: sg aphces ogiseies nab el i$ See tibay 4,195,750 12,250 





New York State Company proposes to continue. in effect the 
existing rates to its present customers, New York State Electric 
and Gas Corporation and Central New York Power Corporation, 
and no change in such rates is contemplated by reason of the pro- 
posed construction and operation. 

The natural gas requirements of the customers presently served 
by New York State Company for 1945 are estimated at 5,129,250 
M.c.f. which, together with the above-tabulated annual contrac- 
tual requirements of its five additional customers of 4,195,750 
M.c.f., brings the total proposed annual sales of that company to 
9,325,000 M.c.f. 

Columbia Project.—The primary purpose of the Columbia project 
is to supply natural gas to three new customers with whom 10- 
year contracts have been entered into for the sale of the following 
volumes of gas, contingent upon receipt by United Fuel of natural 
gas which it has contracted to purchase from Tennessee Gas and 
Transmission Company : 


Maximum Maximum Price 
annual gaily er 
(M.c.f.) (M.c. -) c.f, 
United Natural Gas Company__-_-_----~ 3,160,000 10,000 32.5¢ 
Empire Gas and Fuel Company, Limited_ 365,000 1,000 37.5¢ 
Producers Gas Company----~----------. 365,000 2,300 _ 43.0¢ 
Tete. 20. 2A Sula 3,890,000 13,300 





In addition, 1,110,000 M.c.f. is proposed to be delivered annually 
to Home, which will in turn sell such gas to its present customers 
for resale. 


NATURAL GAS SUPPLY 


The record leaves no room for doubt that there is a natural- 
gas shortage in the northern Pennsylvania and western New York 
area proposed to be served by the applicants. This is one of the 
oldest natural-gas producing and consuming areas in the country. 
For many years natural gas was produced from local shallow wells. 
Production was given new impetus in 1930, when large natural-gas 
reserves were discovered in the Oriskany sand in Schuyler County, 
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New York, and Tioga County, Pennsylvania. These discoveries 
stimulated exploration and development activity. Numerous pools 
were thereafter found in Potter and McKean Counties in Pennsyl- 
vania, and in Allegany, Steuben, Chemung, and Tompkins Counties 
in New York. 

As new pools were brought in, competition in leasing, drilling 
and marketing of gas heightened. Some lines weré laid without 
regard to economic consequences. Gas was withdrawn at a rapid 
rate and marketed under highly competitive conditions. Large 
volumes were sold for inferior industrial uses, such as boiler fuel 
for the generation of steam in competition with coal notwithstand- 
ing the close proximity of these markets to the largest coal de- 
posits in the country. 

Rapid decline in these gas reserves was the inevitable result of 
such exploitation. Approximately 350 billion cubic feet have been 
withdrawn to date from the Oriskany sand in this area. No sub- 
stantial discoveries of gas have been made in the region since 1941. 
The evidence discloses that the production from the Oriskany sand 
in the area has dwindled to less than 7 million cubic feet per day. 

An example of the sharp decline in the gas reserves was cited in 
the record by New York State Company. In 1937 the company was 
able to produce and purchase 28 billion cubic feet in the area. By 
1941 this had declined to less than one billion cubic feet, and in 1943 
to only 660 million cubic feet. In December of 1939, that company 
was compelled to secure gas from outside the area from an affiliate, 
Peoples Natural Gas Company, which operates in western Penn- 
sylvania. Such gas is presently secured at Pew compressing station 
in Clarion County, Pennsylvania, at a rate of approximately 16 
million cubic feet per day. Only about two million cubic feet per 
day is now being secured from the Oriskany producing areas, 

During the past two winters, the shortage in the area became so 
acute that emergency interconnections were necessitated and made 
pursuant to authorizations granted by the War Production Board 
and this Commission, by means of which New York State Company 
delivered substantial quantities of natural gas, principally from 
its Boom storage field, to companies which applicants now seek 
to supply on a permanent basis. Even so, service to some domestic 
customers as well as war industries was curtailed and at times in- 
terrupted, and service to new war industries was denied. 

The War Production Board has issued priorities assistance and 
preference rating certificates for the materials required for the con- 
struction of the facilities proposed to be installed by each of the ap- 
plicants. 

Applicants have demonstrated their ability to supply the require- 
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ments of the customers to be served in the affected area by means of 
the proposed facilities, contingent, however, upon additional gas 
being made available from the new Tennessee Gas and Transmis- 
sion Company line now under construction. That line will have 
initial capacity to deliver from Texas approximately 207 million 
cubic feet per day, of which Hope and United Fuel will each take 
up to 100 million cubic feet per day. 

The evidence shows, however, that even with such new supply, 
little, if any, gas will be available above the volumes required to 
meet the present and future needs of the Appalachian area. Indeed, 
the declining production in that area, coupled with the heavy war 
demands, compel the conclusion that conservation should be exer- 
cised in the utilization of such natural-gas resources. 


PUBLIC CONVENIENCE AND NECESSITY 


We have given careful consideration to the broad issues of public 
convenience and necessity raised by the intervening coal and rail- 
road interests.1* They referred to the proposed projects as com- 
paratively small segments of an over-all progressive encroachment 
of natural gas upon the commercial fields of solid fuels and stressed 
the view that natural gas should not be dissipated in large industrial 
plants where coal is available and can be readily and economically 
substituted. They did not, however, express opposition to use of 
natural gas for residential purposes or for commercial and special 
industrial processes to which it is peculiarly adapted. 

That considerations of conservation are material to the issuance 
of certificates of public convenience and necessity under section 7 
of the Natural Gas Act is not open to question.'* We are deeply 
cognizant of the necessity for conservation of the country’s irre- 
placeable natural-gas resources. Full opportunity was given to the 
interveners and applicants to present evidence respecting this as- 
pect of the proposed projects. Voluminous evidence was received 
concerning the end-uses to be made of the natural gas in the area, 
which is a long-established natural-gas market. 

The evidence shows that the consumers proposed to be served 
by the projects are primarily those who are now using natural gas 


2 The coal and railroad interests who applied for and were granted the right to inter- 
vene and fully participate in these proceedings were: (1) National Coal Association, an 
organization embracing approximately four-fifths of the total bituminous coal produc- 
tion of the United States; (2) United Mine Workers of Amefica, an association or- 
ganized for the protection and welfare of mine workers whose members number ap- 
proximately 600,000 persons engaged in coal mining and production; (3) Anthracite 
Institute, a voluytary trade association of producers and shippers of approximately 
three-fourths of the total production of the anthracite coal industry; (4) The Balti 
more and Ohio Railroad Company and 24 other individual railroads. 

% Federal Power Commission v. Hope Natural Gas Co., 320 U. S. 591, 88 L. Ed., 
276, 288 (Decided January 3, 1944). 
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or whose service has been recently interrupted due to the gas short- 
age in the area. The testimony discloses that most of such natural- 
gas consumption is for residential and high-grade commercial use. 
While sales are proposed to be continued to industrial customers 
now being served or whose service was recently interrupted, such 
sales are in large part for specialized or superior uses. The quan- 
tity of natural gas now being used for boiler fuel for ordinary in- 
dustrial purposes in the area to be served is negligible. 

The evidence also shows that a substantial portion of the indus- 
tries using natural gas in the region are engaged in essential war 
work. The War Production Board regards the proposed service 
as necessary for the successful prosecution of such work and the 
maintenance of essential civilian services in the war effort. 

The record convinces us that the volumes of gas now sought to 
be supplied by means of the proposed facilities and marketed in 
the area are required for the purpose of maintaining adequate serv- 
ice to present users of natural gas and those whose service was re- 
cently interrupted by reason of the failure of the local gas supplies 
Indeed, applicants maintain that it is the purpose of these projects 
to provide gas for such needs and the normal load growth of the 
communities now being served. It therefore seems clear that this 
is not a case where it is proposed to displace an existing coal market 
with natural gas. . 

Moreover, the costs involved in transporting the gas over long 
distances will scarcely permit a return to the conditions which pre- 
vailed during the °30’s when large quantities of local gas were 
dumped on the industrial market in this area at prices far below 
those now possible. It appears evident that such costs would tend 
effectively to limit industrial use of natural gas to specialized or 
superior purposes for which price is not the controlling considera- 
tion. 

Additionally, it is noted that the deliveries of gas through the 
proposed facilities can be made at comparatively high load factors 
without the necessity for resorting to extensive off-peak or inter- 
ruptible sales to industrial consumers. The evidence reveals that 
large local storage facilities are available in the area for assistance 
in meeting peak demands, thereby permitting the proposed trans- 
mission facilities to be operated at relatively high load factors. 

Interveners representing the coal interests urge, however, that 
the capacity of the projects is far in excess of that required to serve 
the present needs. They contend that it would be possible for large 
quantities of gas in excess of such needs to be transported into the 
area through the proposed facilities for the purpose of competing 
with existing coal markets. 
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The installed capacity of the Consolidated project is 50 million 
cubic feet per day. Yet the testimony discloses that the initial 
maximum demand on that project, including both present and newly 
acquired contractual requirements, will not exceed 30 million cubic 
feet per day. Thus, it is clear that the Consolidated project is 
ample in size to accommodate not only such demand, but the addi- 
tional 15 million cubic feet load sought to be served by the Columbia 
project, and another 5 million besides. 

These facts present a serious question as to the necessity for both 
projects. While it is true that the Consolidated project alone can 
meet all present additional needs of the area, the problem requires 
further consideration in the light of the contractual arrangements 
that have been entered into between the applicants and their cus- 
tomers. Succinctly stated, it appears that the approval of the Con- 
solidated project and the denial of the entire Columbia project 
would involve the transfer to Consolidated of certain customers 
which have already entered into arrangements with the Columbia 
companies for the same service at lower rates. 

Columbia’s subsidiary, Manufacturers Light and Heat, has con- 
tracted to supply the requirements of United Natural Gas Company 
at 3214 cents per M.c.f. Consolidated’s subsidiary, New York 
State Company, has offered to perform such service for not less than 
35 cents per M.c.f. Home has arranged to secure the additional 
gas which it proposes to take from its affiliates within the Columbia 
system at a cost to it of about 32 cents per M.c.f. Of course, these 
contract rates are not conclusive upon this Commission as to their 
reasonableness, which can be determined only in an appropriate 
proceeding. 

In support of the size of its project, Consolidated presented tes- 
timony respecting the comparative cost of rendering service by 
means of a 1034-inch line and facilities necessary to deliver 35,000 
M.c.f. per day instead of the proposed 1234-inch line and facilities 
necessary to deliver 50,000 M.c.f. per day. This evidence shows 
that while the capital cost of the smaller project would be lower, 
such saving would be more than offset by higher costs of operation, 
due primarily to the additional compression which would be re- 
quired by the smaller line compared with the larger line. Testi- 
mony was also offered in support of Consolidated’s contention that 
it would be uneconomical to route the required quantities of addi- 
tional gas through the Peoples Natural Gas Company system. This 
evidence shows that cost of installing alterations on that system 
for such purpose, together with increased operating expenses, would 
produce a higher unit cost of gas delivered by the Peoples system 
at Pew Station than by the proposed new project for the required 
volumes of gas. 
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CONCLUSION 


Upon the entire record we find that the public convenience and 
necessity require the delivery into the area to be served of the addi- 
tional quantities of natural gas necessary to provide adequate serv- 
ice in the face of declining local production. 

We further find that the public convenience and necessity re- 
quire the construction and operation of the Consolidated project, 
subject, however, to the condition contained in the order accom- 
panying this opinion that, until further order of the Commission, 
such facilities shall be used only for the purpose of enabling Hope 
and New York State Company to supply (1) the requirements of 
the customers with which the New York State Company has re- 
cently entered into contracts,!4 limited to the quantities of natural 
gas as provided in such contracts, and in addition (2) a maximum 
of 1,900,000 M.c.f. per year to New York State Electric and Gas 
Corporation and 3,300,000 M.c.f. per year to Central New York 
Power Corporation, under existing contractual arrangements. Such 
restrictions are imposed in the interest of conservation of the avail- 
able natural-gas resources. As we have previously stated, there is 
need for conservation in the use of natural gas in this region, espe- 
cially sinee the gas to be brought into the Appalachian area from 
Texas: through the Tennessee: company line will be needed to re- 
lieve the natural-gas shortage in the entire area. 

After careful consideration of the record before us, we have been 
unable to reach a decision regarding whether the public convenience 
and necessity require the installation of the proposed Columbia 
project. Additional evidence should be presented in these proceed- 
ings (1) by the Columbia applicants to show why, in addition to 
the Consolidated project, the public convenience and necessity re- 
quire the construction of all or any part of the facilities for which 
they have made applications in docket Nos. G-510, G-516 and G—519, 
and (2) by Hope Natural Gas Company and New York State Natu- 
ral Gas Corporation to show why, if they should hereafter be au- 
thorized to supply the requirements of United Natural Gas Com- 
pany and Home Gas Company, they should not substantially meet 
the terms set forth by United Fuel Gas Company, The Manufac- 
turers Light and Heat Company and Manufacturers Gas Company 
in their contracts covering service to such companies. Accordingly, 
we shall reopen these proceedings for such purpose only. 

Decision is also reserved on the petition of intervener, Godfrey 
L. Cabot, Inc., opposing the proposed sale of gas by Home Gas 


% Such customers are: Empire Gas and Fuel Company, Godfrey L. Cabot, Inc., North 
Penn Gas Company, Allegany Gas Company and Penn-York Natural Gas Corporation, 
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Company to Cabot’s present customer, Producers Gas Company, 
pending the further hearing in these proceedings. In the event it 
is determined that Producers Gas Company should be served by 
Home Gas Company, the deliveries by the New York State Com- 
pany to Cabot will be adjusted accordingly. 

This procedure will insure the installation of necessary facilities 
in time to serve the natural-gas requirements of the affected area 
this coming winter, since the Consolidated project as designed has 
ample capacity to maintain adequate service to that region. The 
capacity of such facilities cannot be enlarged unless specifically au- 
thorized by a further certificate of public convenience and necessity 
issued after notice and hearing as provided by section 7 of the 
Natural Gas Act. 


An appropriate order will be entered issuing a certificate of pub- 
lic convenience and necessity to Hope Natural Gas Company and 
New .York State Natural Gas Corporation, reopening these pro- 
ceedings and fixed date of further hearing, in accordance with this 
opinion. 

LeLanD OLps. 
Craupe L. Draper. 
Basm MAnty. 
Nextson Lee Sarru. 


Scorr, Commissioner, concurring in part: 





As I understand the action of the majority, certificates of con- 
venience and necessity are authorized for Hope and the New York 
State Company (Consolidated companies) to meet their so-called 
contract requirements while Manufacturers Light and Heat, United 
Fuel, Manufacturers Gas, and “Home (Columbia companies) are 
given an opportunity to show why, in addition to the Consolidated 
project, the public convenience and necessity require all or any part 
of the facilities for which they have made applications for certifi- 
cates. Additionally, the Consolidated companies are given an 
opportunity to offer further evidence “to show, why, if they should 
hereafter be authorized to supply the requirements of United Natu- 
ral Gas Company and Home Gas Company, they should not sub- 
stantially meet the terms set forth by United Fuel and Manufac- 
turers Light and Heat in their contracts covering service to such 
companies.” 

To me there appears-inherent in the action of the majority the 
view that the applications of the two groups of companies involve 
duplicate facilities. It seems apparent, also, that after further 
hearing certain applications of the Columbia companies may be 
denied if the Consolidated companies “substantially meet the terms” 
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of the Columbia companies for furnishing service to customer 
companies with whom the latter now has contracts. 

I fear that the action of the majority may result in giving one 
group an advantage over the other. 

It is clear that the Consolidated companies propose the con- 
struction of excess capacity. This situation, however, should not 
result in placing the other applicants at a disadvantage. In my 
opinion the facilities are not duplicative. The Columbia companies 
have indicated that the facilities proposed by them are to fortify 
their system and meet contractual requirements in the light of their 
gas purchase contract with the Tennessee Gas and Transmission 
Company. I think the present record therefore contains sufficient 
evidence to warrant the issuance of such certificates together with 
those to the Consolidated companies, the latter to be properly 
conditioned concerning excess capacity. To the extent that this is 
not done, I find myself in disagreement with the majority. 


Order issuing certificates of public convenience and necessity 
reopening hearing and setting date thereof 


Hope Natural Gas Company; New York State Natural Gas Corpo- 
ration; The Manufacturers Light and Heat Company, and 
Manufacturers Gas Company; United Fuel Gas Company ; 

Home Gas Company 


(G-507, G-508, G-510, G-516, G-519) 


Upon consideration of the entire record herein, the Commission, 
having this day adopted its opinion in this matter, which is referred 
to and made a part hereof by reference, finds that: 

(1) The public convenience and necessity require the delivery 
into the area to be served of the additional quantities of natural 
gas necessary to provide adequate service in the face of declining 
local production ; 

(2) The proposed construction and operation by Hope Natural 
Gas Company and New York State Natural Gas Corporation are 
and will be required by the present and future public convenience 
and necessity, and certificates therefor should be issued as herein- 
after ordered and conditioned ; 

(3) Said applicants are able and willing properly to do the acts 
and perform the service proposed and to conform to the provisions 
of the Natural Gas Act, as amended, and the requirements, rules, 
and regulations of the Commission thereunder ; 

(4) It is necessary and appropriate in the public interest that 


15 One of these, Home, is a subsidiary of the Columbia System. 
679357—46-——8 
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these proceedings should be reopened for the purpose of hearing 
additional evidence and further argument, as hereinafter ordered; 

The Commission orders that : 

(A) A certificate of public convenience and necessity be and it 
is hereby issued authorizing Hope Natural Gas Company to con- 
struct and operate its proposed facilities which are described in the 
Commission’s opinion in this matter and more fully set forth in 
that company’s application in docket No. G-507, for the transporta- 
tion and sale of natural gas to New York State Natural Gas Cor- 
poration, upon the terms and conditions of this order; 

(B) A certificate of public convenience and necessity be and it 
is hereby issued authorizing New York State Natural Gas Corpo- 
ration to construct and operate its proposed facilities which are 
described in the Commission’s opinion in this matter and more 
fully set forth in that corporation’s application in docket No. G-508, 
for the transportation and sale of natural gas, subject to the juris- 
diction of the Commission, upon the terms and conditions of this 
order; 

(C) Until further order of the Commission, the facilities herein 
authorized shall be operated exclusively for the purpose of ena- 
bling Hope Natural Gas Company and New York State Natural Gas 
Corporation to supply the natural-gas requirements of the follow- 
ing-named customers of New York State Natural Gas Corporation 
in accordance with the terms and provisions of existing contracts 
covering the sale and delivery of such requirements, limited, how- 
ever, to the maximum annual quantities of natural gas set forth 
in the following tabulation : 


Annual volume (M.c.f.) 


New York State Electric and Gas Corporation______-.-_-_ 1,900,000 
Central New York Power Corporation______.-.----------- 3,300,000 
er Se I I nn 308,750 
Godfrey L. Cabot, Ine,__--_-------- LS Buse 592,750 
North Penn Gas Company and Allegany Gas Company__---- 1,581,250 
Penn-York Natural Gas Corporation____-_.-------.-----~--- 1,718,000 


(D) Hope Natural Gas Company and New York State Natural 
Gas Corporation shall commence the construction of the facilities 
herein authorized at the earliest practicable date after the issuance 
of this certificate and shall complete such construction not later 
than November 1, 1944; 

(E) Hope Natural Gas Company and New York State Natural 
Gas Corporation shall report to the Commission in writing, under 
oath, the completion date of the facilities herein authorized, and 
the date the same are put in operation ; 

(F) The certificates granted hereby shall not be transferable and 
are without prejudice to the authority of this Commission or any 
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other regulatory body with respect to rates, service, accounts, valu- 
ation, estimate or determination of cost, or any other matters 
whatsoever now pending or which may come before this Com- 
mission or other regulatory body, and nothing herein shall be 
construed as an acquiescence by this Commission in any estimate 
or determination of cost or any valuation of property claimed or 
asserted ; 

(G) Nothing herein is to be construed as affecting in any manner 
the determination of the service area of Hope Natural Gas Com- 
pany or New York State Natural Gas Corporation or of any other 
natural-gas company under section 7(f) of the Natural Gas Act; 

(H) The certificates granted hereby shall be effective as long as 
Hope Natural Gas Company and New York State Natural Gas 
Corporation continue the operations and acts hereby authorized in 
accordance with the provisions of the Natural Gas Act and any 
pertinent rules, regulations or orders heretofore or hereafter issued 
by the Commission ; 

(I) Appropriate evidence of the issuance of these certificates shall 
be furnished to Hope Natural Gas Company and New York State 
Natural Gas Corporation ; 

(J) These proceedings shall be reopened and further hearings 
held commencing on May 16, 1944, at 9:45 a.m., in the Commis- 
sion’s Hearing Room, Hurley-Wright Building, 1800 Pennsylvania 
Avenue, N. W., Washington, D. C., for the limited purpose of 
hearing additional evidence (1) by The Manufacturers Light and 
Heat Company, Manufacturers Gas Company, United Fuel Gas 
Company and Home Gas Company to show why, in addition to the 
facilities herein authorized, the public convenience and necessity 
require the construction and operation of all or any part of the fa- 
cilities for which they have made applications in docket Nos. G-510, 
G-516, and G-519, and (2) by Hope Natural Gas Company and New 
York State Natural Gas Corporation to show why, if they should 
hereafter be authorized to supply the requirements of United Natu- 
ral Gas Company and Home Gas Company, they should not sub- 
stantially meet the terms set forth by United Fuel Gas Company, 
The Manufacturers Light and Heat Company, and Manufactur- 
ers Gas Company in their contracts covering service to such com- 
panies ; 

(K) Interested State Commissions and interveners of record 
may continue participation in these proceedings as provided in the 
Provisional Rules of Practice and Regulations under the Natural 
Gas Act, such participation to be confined, however, to the issues as 
defined in paragraph (J), above. 


In THE MATTER OF 
THE SUSQUEHANNA POWER COMPANY AND 
PHILADELPHIA ELECTRIC POWER COMPANY, 
LICENSEES 


Determination of Actual Legitimate Original Cost of Project 
No. 405 (Conowingo), Maryland and Pennsylvania 


EP-405 
(Decided May 23, 1944) 


Syllabus 


. The “period of construction,” i.e., the period which governs the capi- 
talization of interest, taxes, etc., as project cost, includes not only 
the time reasonably required for actual physical construction but 
also a limited period prior thereto, called the “preliminary develop- 
ment period,” necessary for the conduct of investigations, surveys, 
land acquisitions, ete. Entire period of construction found to be 
from August 1, 1923 to June 30, 1928. P. 80. 

2. Allowable cost to licensee as transferee of hydroelectric project assets 
cannot exceed allowable cost to its transferors where the licensee 
was nothing more than the alter ego of the transferors. P. 83. 

. Class B stock of licensee issued without consideration or as a bonus, 
so far as appears, for no real consideration, cannot be allowed as 
project cost. P. 95. 

4. Where there was a complete absence of arm’s-length bargaining, an 
amount represented by stock issued to an affiliate cannot be allowed 
as cost for any services which may have been rendered by the affili- 
ate above the proven actual cost of such services. P. 96. 

5. Amount paid by licensee’s predecessor in interest (Frank J. Hoen, 
acting for Bertron, Griscom & Co., Inc.) for project assets acquired 
at foreclosure sale in 1913 rather than inflated amount at which 
those assets were capitalized by licensee as a result of their acqui- 
sition by Susquehanna (controlled by Bertron-Griscom) in the “con- 
solidation of 1908” should be allowed as a proper project cost since 
the foreclosure fixed a maximum rather than a minimum price for 
the assets. P. 97. 

3. Engineering expenses and legal fees of predecessor interests not shown 
to have been for services related to the Conowingo project, disallowed. 
P. 100. 

. Real estate and other taxes and carrying charges, all of which were 
incurred considerably prior to August 1, 1923, beginning of con- 
struction, not allowable except during the period of construction. 
P. 101. 

. Interest payments on underlying bonds of predecessor company and 
on a real estate mortgage assumed by a subsidiary of that company 
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made over a long period of years prior to period of construction, not 
allowable as project cost. P. 101. 

. Unamortized debt expense arising from cash expenditures for printing 
general mortgage Bonds of same predecessor company, exchanging 
temporary for permanent bonds, trustees’ services in connection there- 
with and the like, are not proper project costs where predecessor's 
mortgage was foreclosed and all its assets sold by court order in 1915 
to satisfy the claims of bondholders. P. 101. 

. Expense of repairs to project property expended over period of years 
prior to the period of construction disallowed. P. 102. 

. Fees paid to the State of Maryland for the incorporation of licensee 
are a proper project cost and are allowed. P. 102. 

. Credits against licensee’s claims of cost for cash expended by predeces- 
sor based on rents received and interest on bank balances during 
the period from 1908 to 1922 are not required as not arising during 
period of construction. P. 102. 

. The inclusion in Fixed Capital of accrued interest disallowed for the 
reason that it accrued prior to the period of construction. P. 103. 

. Claims for services between closely allied interests require the closest 
serutiny and intercompany profits involved therein should not be 
allowed as part of project cost. P. 104. 

. Amounts represented by the issuance of Class A stock in payment for 
legal and engineering fees should be disallowed to the extent that 
they were for services rendered prior to sale on foreclosure of prede- 
cessor’s mortgage February 24, 1913, and any benefits therefrom 
were commingled with the assets passing at such sale, the cost of 
which has been allowed above. P. 104. 

. Monthly retainers for legal services from June 1922 to February 1926 
allowed, but a claim for an additional amount was disallowed since 
the record contains no evidence as to the nature of the services for 
which the additional payment was made. P. 110. 

. Amount representing payments for legal services of attorneys now 
dead, allowed in part, on the basis of meagre evidence in record, 
a number of the items are vague and indefinite or include both 
project and non-project services without proper allocation. P. 110. 

. Payments for legal services in connection with an engineering report 
furnished to enable licensees’ immediate parent to decide whether 
or not to undertake an investment in the company then owning the 
project properties, under the terms of an option, which option was 
not exercised, disallowed as such services cannot be regarded as 
within the scope of processes in connection with construction. P. 112. 

. Prelicense fees for service rendered in erecting and sponsoring before 
three interested Commissions the legal structure providing for the 
operation, maintenance and control (as distinguished from the con- 
struction), of the project under an elaborate corporate set-up, amount- 
ing to conditions of the grant of the license itself, allowed as project 
fixed capital, although, in the absence of extraordinary circum- 
stances, costs related to operation and maintenance of the project 
would ordinarily be treated as deferred charges amortizable over the 
life of the contracts covering such operation and maintenance. P. 113. 

20. Legal fees for conferences concerning proposed legislation “to change 
basis bonus tax on non-par stock” and to change the name of the 
Pennsylvania licensee, disallowed, as being neither necessary nor 
beneficial to the construction of project. P. 113. 
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23. 


24. 


28. 


29. 


31. 


33. 


34. 
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Title examination expenses in connection with project lands, allowed. 
P. 114. 

Payment for accounting services in connection with hearings before 
the three Commissions with respect te intercorporate agreements 
and plan allowed as a project fixed capital item. P. 114. 

Retainer fees and expenses rendered subsequent to the end of con- 
struction period and not shown to have been related to construc- 
tion, disallowed. P. 115. 

Fees for legal services in the opposition to proposed legislation, dis- 


allowed as not appearing to have any relation to project construc- 
tion. P. 115. 


. The cost of printing a petition for postponement of a hearing before 


this Commission on the prelicense cost of this project, disallowed. 
P. 115. 


. Fees for legal services with respect to liability for gross receipts taxes, 


disallowed, as being of no benefit to the project. P. 115. 


. Payments for accounting services rendered in postlicense period and 


not shown to have been related to the construction of project, dis- 
allowed. P. 115. 

Various fees for engineering studies during prelicense period to assist 
licensees’ parent company in deciding whether it would make in- 
vestments in the proposed project and its properties, disallowed, 
as services cannot be treated as any part of the process of con- 
struction. P. 116. 

Engineering fee for the preparation of a report which formed basic 
foundation upon which necessary approvals of the State comuis- 
missions were procured and upon which the Federal Power Commis- 
sion license was granted, allowed as a proper project charge. P. 117. 


. Out-of-pocket expenses incurred in defending the economic feasibility 


of the project before the State commissions and the Federal Power 
Commission against a vigorous and elaborate attack launched by 
another utility company, allowed. P. 117. 

Payments made by licensees to their parent company for salaries and 
expenses of latter’s employees engaged in the inspection and super- 
vision of project construction prior to July 1928 and in actual con- 
struction after that date, representing actual out-of-pocket costs to 
parent company, allowed as a proper project cost since licensees had 
no engineering organization and were dependent on that of their 
parent company to supply the services to protect their own inter- 
ests during the construction period, P. 119. 

Fees paid for special consulting services and expenses, principally in 
connection with dam and power house foundations and in regard 
to the general design and stability of the headworks, allowed, even 
though retention of consultant may have approached over-caution on 
the part of licensees. P. 119. 

Engineering fees paid pursuant to a cost-plus-fixed-fee contract for 
services in connection with the construction of a high-tension switch- 
ing station, acquisition of a right-of-way, and construction of a 
transmission line allowed since fees did not transcend the bounds 
of legitimate cost. P, 119. 

Such portions of engineering fees paid pursuant to cost-plus-fixed-fee 


contracts as do not represent actual legitimate original cost must 
be disallowed, P. 120, 
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35. The Commission allowed costs of several parts of power plant con- 
struction suspended as unreasonably high, rejecting, however, as 
erroneous, contentions of license@s that the phrase “actual legitimate 
original cost” includes all costs honestly incurred no matter how 
grossly extravagant, wasteful, or imprudent they may have been, 
provided there is no evidence of fraud, collusion or affiliation. In- 
terstate Commerce Commission decisions interpreting the phrase “orig- 
inal cost,” under its 1914 Classification of Investment in Road and 
Equipment of Steam Roads, rendered after the Federal Water Power 
Act was passed in 1920, have no bearing as to the controlling meaning 
of the statutory phrase “actual legitimate original cost” in the Federal 
Power Act. P. 121. 

. The phrase “actual legitimate original cost,” properly interpreted, gives 
the Commission authority to reject all claims of cost items that are 
not fair and reasonable charges against the cost of the project. P. 123. 

7. Where the evidence indicates that costs of any part of the project 
materially exceed the estimates or are substantially out of line with 
comparable costs of other projects or of comparable work on the 
same project, it is the duty of the licensee to show that such costs 
were the result of circumstances beyond its control and that it em- 
ployed reasonable care and exercised due diligence in an effort to 
control such costs and prevent inflation in its investment in the 
project. P. 123. 

. The Federal Power Act, in insisting upon actual legitimate cost, must 
be taken to forbid inflation of cost by any device, P. 123. 

. Where the record clearly shows that licensee employed unaffiliated en- 
gineering and construction firms of good repute; consulted inde- 
pendent experts when unexpected difficulties were encountered; and 
made reasonable efforts to cut down those costs which appeared to 
be high, the items of cost were allowed. P. 124. 

. Items of claimed cost representing alterations, replacements, and main- 
tenance, incurred subsequent to the end of the construction period, 
disallowed, since they are operating expenses and not proper project 
cost. P. 124. 

. Though the experiment was not a success, the cost of a power plant 
for a radio communication system installed in 1928 and dismantled 
in 1930, was allowed as a proper project cost. P. 125. 

2. The cost of construction of access railroad to dam site to provide 
transportation facilities for construction materials and supplies and 
a permanent project transportation facility, was allowed as a proper 
project cost. P. 126. 

. The cost of constructing housing facilities for operating personnel 
was allowed, the licensee having justified the expenditures made. 
P. 126. 

. Expenditures in connection with the relocation and reconstruction of 
about sixteen miles of a branch of the Pennsylvania Railroad neces- 
sitated by the raising of the river level above the dam in the con- 
struction of the project, including incidental pusher-locomotive serv- 
ice and railroad company watchmen, minus a credit by the railroad 
for the superior facilities provided, allowed as proper project costs. 
P. 126. 

5. Licensees’ contract obligation with the Railroad in connection with the 
building of a second-track roadbed at the new location, cannot oper- 
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ate either to preclude or conclude the Commission's inquiry into 
whether amounts expended pursuant thereto are allowable project 
costs. P. 129, 

The claimed cost of additional second-track roadbed not allowed on 
showing made as licensees were under a duty to demand of Railroad 

a concrete showing as to the necessity of the second-track roadbed 


and no showing of necessity down to date of hearing was made. 
P. 131. 


. Licensees given a further opportunity at further hearing to sustain 


burden of proof as to claimed cost of additional second-track road- 
bed on relocation of original one-track branch line. P. 132. 

Overheads of licensees’ affiliated construction company computed at 
100% of the latter’s actual pay-roll and expenses disallowed since 
no evidence was presented to show what, if any, actual overhead 
costs were incurred by the construction company, and there was a 
complete absence of arm’s-length dealing. The Commission’s 1922 
Uniform System of Accounts forbids arbitrary allocation of over- 
heads. P. 132. 

Amounts representing the cost of acquisition of lands and flowage 
rights disallowed where the record disclosed that the lands, outside 
the project boundary, were of no use or benefit to the project or 
there was no reasonable probability that they would be needed for 
the project. P. 133. . 


. Licensee having paid an excessive amount for non-project wharf prop- 


erty, of which it retained only 1/10 whereas it had contributed 1/3 
of the purchase price, the project should bear no more than its pro- 
rata share of the cost, which was allowed. P. 135. 


. The costs and expense of transmission line right-of-way acquisitions 


allowed where shown to represent actual legitimate original cost. 
P. 135. 


. Because of licensees’ refusal to submit as witnesses certain appraisers 


who had prepared a breakdown, or statement of particulars, show- 
ing the amount of claimed credit for non-project lands, the break- 
down offered in refutation of higher appraisal by expert who testi- 
fied at hearing, was refused admission for that purpose, but Com- 
mission allowed credit because of slight disparity between amount 
claimed, as adjusted for disallowed parcels, and appraisal by expert 
witness. P. 136. 

Since one-half of the time of licensees’ executives and general office 
clerks was devoted exclusively to construction work, that portion 
of their pay for the period involved was allowed as a project cost. 
P. 137. 

Licensees’ claim as project cost amount paid to parent company to re- 
imburse latter for allocation made by it of salaries paid to its execu- 
tives and general officers, disallowed, since record discloses no basis 
for allocation other than a judgment estimate, and it is to be inferred 
that such services, if any, were merely incidental to their employment 
as officers of parent company. Balance of claim allowed as com- 
plete records were kept showing actual cost and character of sery- 
ices, which were in connection with construction. P. 138. 

Directors’ fees during the pre-license period were allowed to the ex- 

tent of $20 per attendance per director. P. 139. 
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. Reasonable expenses of director and executive committee meetings 
allowed as proper project cost. P. 140. 

. Profit from rent paid by licensee to affiliate not element of actual le- 
gitimate original cost. P. 141. 

. Rents received during the construction period on project property ap- 
proved as a proper credit to project cost. P. 141. 

. Amounts paid for insurance premiums on real property during the 
construction period a proper project charge. P. 142. 

. Payments to licensees’ parent for services rendered by latter’s material 
testing laboratory allowed as proper project cost. P. 143. 

31. Rental paid for use of transmission line owned by licensees’ afiiliate 
earrying energy to project allowed on showing that charge did not 
include a profit to latter. P. 143. 

. Amount paid by licensee for all of stock of electric company in order 
to cause latter to convey all its property, including certain project 
lands, to licensees without consideration, allowed as proper project 
charge. P. 144. 

. Cost of certified copies of documents used in proceedings before State 
commission relating to approval of lease under which the project 
is operated, allowed. P. 145. 

4. Taxes incurred prior to beginning of the construction may not be 
charged to project fixed capital. P. 146. 

5. Licensees are equitably entitled to interest on approved expenditures 
applicable to the pre-license period at the rate of 6% per annum, 
computed monthly upon the accumulated total of such net approved 
costs, other than interest, as of the first day of each month, plus 4% 
of the net approved costs, other than interest, for the month of 
computation. P. 150. 

66. Amount claimed for interest during construction with respect to cer- 
tain preferred stock installments, disallowed during period record 
showed there was no imminent need for funds. P. 151. 

7. A credit for power generated by project during construction period 
and taken into the system of licensees’ parent or sold to another util- 
ity, required to be made, after deduction for operating expenses in- 
curred in the generation of such energy to project cost. P. 153. 


William Clarke Mason, A. Allan Woodruff and James Bertelot 
for the licensees. 


Thomas J. Tingley, Francis R. Bell, and Robert S. Keebler for 
the Federal Power Commission. 


By tHe CoMMISSION : 


OPpINniIon 


This matter involves the determination, under section 4(b) of 
the Federal Power Act, of the actual legitimate original cost, as of 
December 31, 1932, of the Conowingo Project, The Susquehanna 
Power Company and Philadelphia Electric Power Company, li- 
censees. 

The project is located on the Susquehanna River. and lies partly 
in Maryland and partly in Pennsylvania. It was constructed in 
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accordance with plans previously approved by us and consists prin- 
cipally of a gravity type dam 4,648 feet long, a reservoir extending 
14 miles and a power plant with an installed capacity of 378,000 
horse power and an ultimate capacity of 594,000 horse power. A 
switching station at the power house, an operators’ village, two 
220-kv transmission lines extending to Lower Merion Township, 
Pennsylvania, and an access railroad approximately 10 miles long, 
running along the west bank of the river from the power house to 
Havre de Grace, Maryland, are included in the project, as licensed. 
Construction of the project necessitated the relocation of approxi- 
mately 16 miles of the Columbia and Port Deposit branch of the 
Pennsylvania Railroad, lying along the east bank of the river. 

A preliminary permit was issued on August 3, 1923, and on Feb- 
ruary 20, 1926, we issued a license for the construction and opera- 
tion of this project to The Susquehanna Power Company,' which 
owns the Maryland portion of the project and to Philadelphia Elec- 
tric Power Company,? which owns the Pennsylvania portion of the 
project. All the capital stock of the former is owned by the latter, 
which is in turn a wholly owned subsidiary of The Philadelphia 
Electric Company. 

Upon completion of construction and following preliminary hear- 
ings and negotiations, the licensees, on March 1, 1934, filed their 
initial cost statement, claiming $54,866,625.57 as the actual legiti- 
mate original cost of the project as of December 31, 1932. After an 
accounting examination and engineering analysis, the Commission’s 
staff prepared a report in which $37,880,259.41 of the claimed cost 
was suspended. Following service of the staff report and licensees’ 
protest thereto, hearings were held during the period from March 
21 to September 20, 1938, before a trial examiner. During the 
course of the hearing exception was taken to additional amounts 
aggregating $1,742,688.98,3 making a total of $39,622,948.39 sus- 
pended by the staff. Representatives of the Maryland and Penn- 
sylvania Public Service Commissions participated in these hear- 
ings. Extended briefs have been filed by counsel for licensees and 
counsel for the Commission. 


PERIOD OF CONSTRUCTION 


The “period of construction,” i.e., the period which governs the 
capitalization of interest, taxes, etc., as project cost, includes not 
only the time reasonably required for actual physical construction 
but also a limited period prior thereto, called the “preliminary de- 


1 Frequently referred to hereafter as “Maryland licensee.” 
? Frequently referred to hereafter as ‘Pennsylvania licensee.” 


* After elimination of $18,380.73 of duplicate suspensions, See Exception No. 148, 
infra. 
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velopment period,” which is necessary for the conduct of engineer- 
ing investigations, surveys, land acquisitions, etc. There is no dis- 
pute and the record shows that August 1, 1923, should be allowed 
as the commencement of the preliminary development period, and 
therefore as the beginning of the period of construction. There is 
also no dispute that July 1, 1928, marks the date on which the ini- 
tial project as a whole went into commercial operation. Therefore, 
we find that the entire period of construction is from August 1, 
1923 to June 30, 1928, both inclusive. 


DISPOSITION OF CLAIMED PROJECT COST 


For reasons hereafter set forth, we dispose of the $54,866,625.57 
claimed as the cost of this project by allowing $47,432,546.09 
thereof as actual legitimate original cost, disallowing $6,133,037.43, 
and reserving $1,301,042.05 for further consideration, which latter 
sum is a part of the cost incident to the relocation of a portion of 
a branch line of the Pennsylvania Railroad. Table A, appended 
to and made a part of this opinion, shows in appropriate detail the 
components of the above amounts. 

We now proceed to a discussion of the principal items of claimed 
cost suspended by the staff for our consideration. 

Exception No. 1—Undistributed fixed capital—May 12, 1922—$4,- 
797 885.36.—The first item in the initial cost statement of the Cono- 
wingo Project filed by licensees is designated “Fixed Capital, The 
Susquehanna power Company, as of May 12, 1922” in the amount 
of $4,797,885.36, segregated between “project” and “non-project” 
as follows: 


$4,785,241.01 
Non-project ~- ~~~ ; 12,644.35' 


Teter’ 2S. 4,797,885.36" 


This amount was not broken down and distributed to the fixed 
capital accounts prescribed by the Commission but is claimed in a 
lump sum as fixed capital exactly as set up on its books by The 
Susquehanna Power Company. 

Although incorporated in October 1919, The Susquehanna Power 
Company did not open its books of account until as of May 12, 1922 


~ms 


as of which date it spread upon its journal the entry (No. 1), which 


*The sum of $12,644.35, shown as “non-project” and not claimed as part of the 
cost of the project, represents the appraised value placed upon the non-project portion 
of a certain parcel of real estate by licensees, the cost of which is included in the total 
charge to undistributed fixed capital by The Susquehanna Power Company. Inasmuch 
as this credit of $12,644.35 to the cost of the project is disposed of under Exception 
No. 28, we deal here with the total charge of $4,797,885.36. 
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is the basis of this exception, and commonly referred to throughout 
these proceedings as the “Opening Entry.” The entry reads as fol- 
lows: 


“Authorized Capital Stock 
135,000 shares Common Stock Class A No par value 
135,000 shares Common Stock Class B No par value 
Fixed Capital $4,797,885.36 
Securities Owned 1.00 
TO 
Capital Stock Class “A” 100,000 shares (No par value)__.- $2,000,000.00 
Capital Stock Class “B” 135,000 shares (No par value)_--- 2,647,886.36 
First Mortgage 6% ten-year Gold Bonds due 9/1/15 and 
extended to 9/1/23 at 8% 150,000.00 
In accordance with Order No. 6906, Case No. 2003 (amendatory to Order 
No. 5555, Case No. 1768) of the Public Service Commission of Maryland, 
this company was authorized to issue and sell 100,000 shares of Class “A” 
No Par Value Common Stock and 135,000 shares of Class “B” No Par 
Value Common Stock, which stock together with the First Mortgage Bonds 
in the amount of $150,000 is represented by the properties and other 
assets of the Susquehanna Power Co.; the basis for the same is set forth 
in petition filed with the Public Service Commission upon which the afore- 
said Order No. 6906 was granted under date of May 12, 1922. 
General Mortgage 5% Gold Bonds of Susquehanna 
Power Company $2,345,000.00 
Note of Susquehanna Power Company dated 11/1/19 551,722.27 
Amount advanced for account of the Susquehanna 
Pr. 39,258.19 
1,726,905.90 
Ungineering and Legal Expense - scale dghkal ihe. 135,000.00 


$4,797,886.36” 


To get our approval of the figure of $4,797,885.36 the licensees 
would have us resort to a valuation of the assets making up fixed 
capital as they stood in the hands® of The Susquehanna Power 
Company. But, as indicated at the outset, jt is the actual legitimate 
original cost of these assets to the licensee, which, under the statute, 
it is our duty to ascertain and allow. As evidence of such cost, the 
figure $4,797,885.36 is worthless. The journal entry not only is 
confusing but is utterly delusive.6 The implication in its text that 
the Maryland Commission had approved the fixed capital figure, 
even as a valuation, is not borne out by the facts. The figures at 
the bottom of the entry, as support for cost, are discredited by 
close analysis in the light of the record. 

As will hereafter more fully appear, the licensee, as transferee 

*Their contentions to this end will be discussed further hereafter. (p. 92.) 

® Licensees’ counsel state in their main brief (p. 224), ‘“‘Whatever the reasons were, 


which may have led the officials of the Company to arrive at this figure in May, 1922, 
those reasons are of little or no consequence now * * *.” 
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of the fixed capital, was nothing but the corporate alter ego of the 
transferors, Bertron, Griscom & Co:, Inc.7 and associates. Where 
such relationship exists, allowable cost to the licensee cannot exceed 
allowable cost to the transferors.* The allowable cost to the latter 
was $742,066.69 and not $4,797,885.36. We therefore proceed to 
an analysis of the facts which force this conclusion. This entails 
a brief review of the principal events that finally culminated in 
the formation of The Susquehanna Power Company, which subse- 
quently became the joint licensee, with Philadelphia Electric Power 
Company, of project No. 405. 

The history of the development of the Susquehanna River in the 
area occupied by the Conowingo project goes back to 1783, when 
a company was organized to construct a canal for transportation 
purposes along the east bank thereof in the State of Maryland. It 
was not until the 1890s, however, that the electric power pos- 
sibilities of the lower Susquehanna began to be recognized by vari- 
ous engineers and financiers. 


THE CONSOLIDATION OF 1908 


By the end of 1907, the fight for a dominant position in respect 
to the development of this portion of the river had narrowed to 


three competing groups of promoters: (1) the DeVictor group, 
(2) the Miller-Surratt’ group, and (3) the Bertron-Griscom group.® 
Although the three groups collectively controlled the major portion 
of the property rights on the lower Susquehanna, each group was 
involved with the other in extended condemnation litigation and 
no one of them had complete control of the property and rights 
in the section of the river in which each was interested. Conse- 
quently, any development of the Susquehanna south of the tail 
waters of the McCall Ferry plant at Cully’s Falls, in Pennsylvania, 
by any one of the three competing groups was effectively blocked. 
This deadlock was broken, however, in the early part of 1908, when 
the three groups, through their duly authorized representatives, 
pooled their respective interests and consolidated them into one 
company.?° 


™The name of this banking firm changed several times prior to 1922. Hereafter 
“Bertron-Griscom” is sometimes used to refer to the banking firm alone and some- 
times to it and its associates collectively. 

® Alabama Power Co., Licensee, 1 F. P. C. 25; Louisville Hydro-Electric Company, 
Licensee, 1 F. P. C. 130; Northern States Power Company, 1 F. P. C. 329; Safe Harbor 
Water Power Corp., Licensee, 1 F. P. C. 230; Niagara Falls Power Company vy. Federal 
Power Commission, 137 F. 2d 787, cert. denied 320 U. 8S. 792, 815; Pennsylvania 
Power & Light Co. v. Federal Power Commission, 139. F 2d 445, cert. den. 321 U.S. 798. 

®*“Group” is used generically to mean associated interests and to refer to corporate 
as well as other legal entities. 

The transactions involved are referred to generally in these proceedings, and here- 
after, as the “consolidation of 1908.” 
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It was agreed that of the total fall of the river from the foot of 
Cully’s Falls, Pennsylvania, to tide water at Havre de Grace, 
Maryland (about 103 feet, of which 12 feet were deemed not sus- 
ceptible of development), the DeVictor group owned or controlled 
30/91, the Miller-Surratt group, 23/91, and the Bertron-Griscom 
group, 38/91; and it was on this basis that the securities authorized 
by the consolidation agreement were issued to the respective parties 
thereto in exchange for the properties and rights of each. 

It was also agreed that Susquehanna Power Company?! (in which 
was lodged the ownership of all of the properties? and rights con- 
trolled by the DeVictor group), apparently because of its advan- 
tageous charter provisions, was to be the vehicle to own and con- 
trol the consolidated properties. 

As a preliminary to the consolidation, the charter of Susquehanna 
Power Company was amended,'* empowering it, among other things, 
to acquire and own the capital stocks and other securities of other 
corporations and merge such corporations into itself, and giving it 
enlarged powers of eminent domain. 

The details of the consolidation of 1908 are significant, not be- 
cause the dollar figures used in setting up the capital structure of 
the consolidated corporation are of any cogency as evidence of 
cost,!4 but rather because (1) the consolidation was the event which 
put together the group of properties which, as a unit, became the 
subject of a foreclosure sale in 1913, and (2) it marked the emer- 
gence of the Bertron-Griscom group as the dominant controlling 
interest of the properties involved. 

The actual consolidation was effected in the following manner: 

1. A holding company, The Susquehanna Properties Company, 
a Maryland corporation, with a capital stock of 4,000 shares of the 
par value of $1.00 each, was organized to own and control all of 
the capital stock of Susquehanna Power Company and to furnish 
working capital until such time as permanent financing of the 
proposed development could be accomplished. 

2. The DeVictor group surrendered 61/91 of the 4,000 outstand- 
ing shares of capital stock of Susquehanna Power Company for 
cancellation and reissue. 

3. An additional $1,949,000 principal amount of general mort- 
gage bonds of Susquehanna Power Company was issued to bring 
the total outstanding to $2,345,000, divided among the three inter- 


“This company is not The Susquehanna Power Company, a present licensee. 
2 Principally 582.97 acres of land. 
“Laws of Maryland, 1908, Chapter 268. 


4 Niagara Falls Power Co. v. Federal Power Commission, 137 F. 2d 787, cert. den. 
320 U. S. 792, 815. 
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ested groups in the proportions set forth in the consolidation agree- 
ment. Of this total, $616,000 in agreed proportions was surrendered 
to The Susquehanna Properties Company’ to be sold from time 
to time to obtain funds for necessary preliminary expenses. 

4, The DeVictor group, in return for the surrender of 61/91 of 
the 4,000 shares of capital stock of Susquehanna Power Company, 
had the priority of the first and second mortgages of the Power 
Company confirmed; retained ownership of $396,000 principal 
amount of the general mortgage bonds of Susquehanna Power 
Company which had been issued prior to the consolidation, and re- 
ceived a net?® amount of $79,000 more; and retained 30/91 of the 
capital stock of the consolidated company. 

5. In return for a net?® principal amount of $473,000 of general 
mortgage bonds and 23/91 of the capital stock of Susquehanna 
Power Company, Miller-Surratt transferred fee title to 182.06 acres 
of land, contracts to purchase 572.96 acres, and the capital stock 
of four subsidiary companies to Susquehanna Power Company. 

6. In return for a net!® principal amount of $781,000 of general 
mortgage bonds and 38/91 of the capital stock of Susquehanna 
Power Company, Bertron-Griscom transferred to that company 
fee title to 11,671.55 acres of land and the capital stock of five sub- 
sidiary companies, which companies owned in the aggregate, 1,437.63 
acres of land and certain rights along the river. 

7. Each of the three groups transferred its shares of stock in 
Susquehanna Power Company to The Susquehanna Properties Com- 
pany, receiving in exchange, share for share, the capital stock of 
the latter company. 

Although the “consolidation of 1908” appears of record as hav- 
ing been between three separate and distinct groups of promoters, as 
a matter of fact, the Bertron-Griscom group had obtained and exer- 
cised an option on the holdings of the Miller-Surratt group in the 
latter part of the year 1907, and the representatives of those “in- 
terests” in the consolidation were merely nominees of Bertron- 
Griscom. 

At the conclusion of the consolidation, Susquehanna Power Com- 
pany had direct or indirect control of 4,358.39 acres of land and 
certain flowage rights. The outstanding securities were increased 
from a total of $946,000 par value to $2,895,000 par value, as fol- 
lows: 


% For a time these bonds were placed in the hands of the voting trustees of the 
stock of The Susquehanna Properties Company. 

%T.e., after the deduction of its proportionate share of the $616,000 of bonds which 
went to the Properties Company. 
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Before 
consolidation 


After 


Kind | consolidation 








Capital stock—4,000 shares___-_--~- 


arcvciemedinas $400,000 $ 400,000 
First Mortgage Bonds__._....-_--...-_----- 65,000 65,000 
IN TI oo ess cseeeneiepane eeneibinn estes 85,000 85,000 
General Mortgage Bonds.___--_~-..--------- 396,000 2,345,000 


946,000 2,895,000 















The capital stock was held by the Susquehanna Properties Com- 
pany, whose stock in turn was held’? as follows: 


By DeVictor group 1,319 shares 
By Miller-Surratt (controlled by Bertron-Griscom)-_ ~~ ~-~~-~- 1,011 shares 
By Bertron-Griscom group —-------~~-- 


i 


4,000 shares 





The first and second mortgage bonds of Susquehanna Power Com- 
pany were in the possession of various investors, the majority of 
whom were allied with the DeVictor interests. The general mort- 


gage bonds of the company were held as follows (in principal 
amounts) : 


By  DeVielir  Qu0uD 140 2ues so wiisdsee sessed). signs $ 475,000 
By Miller-Surratt (controlled by Bertron-Griscom)-_ _--~-~-~~- 473,000 
OM ee ee ee a 781,000 
By The Susquehanna Properties Company - ~---------~- 616,000 





















2,845,000 p.a. 


At the time of the consolidation, the company had virtually no 
revenue producing assets and acquired none in the consolidation. 
All of the capital stock and the major portion of the first and sec- 
ond mortgage bonds of Susquehanna Power Company had been 
issued in connection with its paper mill operations, which opera- 
tions had been discontinued in April 1905 or earlier. Of the $396,- 
000 of general mortgage bonds which the DeVictor group retained 
in the consolidation, $300,000 had been issued prior to the consoli- 
dation for no other apparent consideration than the cancellation of 
a contract by a DeVictor controlled company, and $96,000 had been 
acquired by DeVictor at a substantial discount. The distribution 
of the consolidated company’s securities did not purport to be 
based on the respective costs or investments of the constituent in- 
terests but rather upon fractional control of the physical fall of 
the river. As will presently be shown, the bonds issued in the con- 
solidation had no available market; they failed to produce the funds 
necessary to stave off foreclosure. Despite the vigorous challenge 
of the Commission’s staff to the validity of the dollar figures in- 





% For a short time this stock was actually held in a voting trust. 


— -_ eT iw 
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volved in the consolidation as any evidence of cost or investment, 
licensees offered no evidence as to these matters,'s 

The consolidated company foun itself with a total outstanding 
capitalization of $2,895,000, approximately 86 percent of which 
was in the form of bonds, on which it had obligated itself to pay 
the yearly aggregate interest of $126,250.00. It was to provide for 
this obligation and other expenses that the $616,000 principal amount 
of the general mortgage bonds of the company was transferred to 
The Susquehanna Properties Company (or trustees of the stock 
thereof) by the consolidating interests. This arrangement for rais- 
ing money was short-lived; no bonds were sold and Bertron-Gris- 
com provided only enough funds to meet the interest on the first 
and second mortgage bonds and for taxes and other expenses of 
upkeep. Susquehanna Power Company, perforce, defaulted on the 
first installment of interest on the general mortgage bonds, and so 
far as the record shows, no attempt was ever made by tlie pro- 
moters controlling the company, at any time, to provide funds to 
meet the interest on these bonds. 

In 1909, McCall Ferry Power Company, in which Bertron-Gris- 
com had placed $703,000 of the general mortgage bonds of Susque- 
hanna Power Company and 1,500 shares of stock of The Susque- 
hanna Properties Company, defaulted on its own obligations and 
had its assets sold at foreclosure. On March 5, 1912, Bertron- 
Griscom got back these bonds and shares of stock for $200,000. 


THE 1913 FORECLOSURE SALE 


Later in the same year proceedings were instituted to declare Sus- 
quehanna Power Company insolvent and have its affairs placed in 
the hands of receivers. In July, James H. Harlow, chief engineer 
of the company, and a general and judgment creditor thereof, filed a 
bill of complaint in the Circuit Court of Harford County, Maryland, 
alleging the embarrassment of Susquehanna Power Company and the 
threat of suits by hostile creditors and that its assets and valuable 
properties would become dissipated and its entirety as a public use 
be broken down unless receivers were appointed. In due course, the 
Court appointed G. R. Willis and S. A. Williams, two attorneys who 
were friendly to, if not allied with, the Berton-Griscom group, re- 
ceivers of all of the assets and property of Susquehanna Power Com- 
pany. 

Bertron-Griscom, in its capacity as majority holder of the general 
mortgage bonds of Susquehanna Power Company, together with 


%In fact licensees made little or no contribution to the record regarding the corpo- 
rate and financial history of the Conowingo enterprise anteceding the formation of 
The Susquehanna Power Company in 1919. 


679357—46—9 
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other owners of the bonds, made demand upon Girard Trust Com- 
pany, of Philadelphia, trustee under the mortgage indenture, to in- 
stitute proceedings to cause the physical properties and other assets 
of Susquehanna Power Company to be sold by court order to satisfy 
the claims of the holders of the general mortgage bonds in respect to 
the principal and accumulated unpaid interest thereon. 

After appropriate proceedings, all of the real property and other 
assets of Susquehanna Power Company were sold at public sale on 
February 24, 1913, under the order of the Circuit Court of Harford 
County, Maryland, to one Frank J. Hoen, of Baltimore, Maryland, 
for the sum of $300,000, subject to the existing first and second mort- 
gages of the company, aggregating $150,000. In addition Hoen paid 
$53,212.50 for interest on an unpaid balance of $275,000 of the pur- 
chase price, for a period between the date of sale and that of the 
foreclosure Trustees’ deed to him. Thus the aggregate paid by Hoen 
to the trustees for all of the assets of Susquehanna Power Company 
was $503,212.50. This amount, together with $6,902.50 of acquisition 
expense, or a total of $510,115, we hereafter allow as the cost of these 
assets. Hoen had no pecuniary interest in the proceedings, but was 
acting as nominee of the holders of $2,097,000 principal amount of 
the general mortgage bonds of Susquehanna Power Company and 
certain creditors. The major portion ($1,751,000) of such bonds was 
owned or controlled by Bretron-Griscom, either in its own name or 
through ownership of the majority of the capital stock of The Sus- 
quehanna Properties Company. 

From 1913 to 1919, the former properties of Susquehanna Power 
Company were kept intact in the name of Hoen. Bertron-Griscom, 
through The Susquehanna Properties Company, paid the necessary 
taxes, the interest on the $150,000 mortgage liability subject to which 
Hoen had acquired the properties, and other expenses. During this 
period about 1,065.68! additional acres of land were purchased by 
Bertron-Griscom in the name of its agent, J. H. Harlow. 

In the latter part of 1918, Bertron-Griscom renewed its efforts to 
realize on its. holdings along the lower Susquehanna, In December, 
1918, Bertron, Griscom & Co., Inc., as “bankers,” entered into an 
agreement with the other former holders of the $2,097,000 principal 
amount of general mortgage bonds of Susquehanna Power Company, 
on whose behalf Hoen had bid in the properties at the foreclosure 
sale in 1913, whereby the “bankers” were given full authority to dis- 
pose of the properties in accordance with the provisions stated in 
the agreement. 





#” Actually .02 of an acre of this total was acquired by Harlow prior to 1913 but 
simplicity warrants speaking of the whole as that acquired between 1913 and 1919. 
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ORGANIZATION OF THE SUSQUEHANNA POWER COMPANY, LICENSEE 


On October 27, 1919, Bertron-Griscom, through Frank J. Hoen 
and two other nominees, organized Zhe Susquehanna Power Com- 
pany (one of the present licensees of project No. 405) under the laws 
of the State of Maryland, with an authorized capitalization of 
$10,000, divided into 10,000 shares of capital stock of the par value 
of $1.00 each to— 


. acquire by purchase or otherwise; to own, possess and maintain; to 
construct, equip and develop; to continue, operate and manage all and singu- 
lar the properties, powers, rights, immunities, faculties, privileges and fran- 
chises heretofore granted to or acquired by Susquehanna Power Company, 
a eorporation heretofore organized and existing in pursuance to and in ac- 
cordance with the provisions of all and singular the Charters of the said 
corporation, together with the amendments and supplements to said charters, 
and also in accordance with, and pursuant to all and singular ‘the provisions 
of the General Laws of the State of Maryland, applicable thereto.” 


The actions of the promoters between the incorporation of The 
Susquehanna Power Company on October 27, 1919, and the setup of 
its capital structure in 1922, the results of which purportedly are re- 
flected in the journal entry of May 12, 1922, require close scrutiny. 
These are the events which tell the real story behind the opening 
entry. They show that the promoters themselves actually regarded 
all of the items making up the “fixed capital” of the journal entry 
as not having a value—to say nothing of cost—of more that $2,150,- 
000 instead of $4,797,885.36; that all of this “fixed capital” was actu- 
ally represented by the first mortgage liability of $150,000 and the 
100,000 shares of Class A stock, at an assumed or stated value of $20 
per share; and that the 135,000 shares of Class B stock had nothing 
to support them except an agreement for services to be rendered the 
corporation in the future. By segregating into its components the 

2,150,000 actually assigned to the “fixed capital” by the promoters, 
we will be able more intelligibly to break down these components into 
allowable and disallowable cost in accordance with the statute. 

Shortly after the formation of the new company, its Board of 
Directors, at its first meeting held on November 22, 1919, accepted 
an offer dated November 29 [sic], 1919,21 from Frank J. Hoen (act- 
ing for Bertron-Griscom and associates) to The Susquehanna Power 
Company, whereby (1) in return for (a) all of the assets of Sus- 
quehanna Power Company which Hoen had obtained at the judicial 
sale in 1913, consisting essentially of 4,358.39 acres of land, and (b) 
the additional property which had been acquired by Bertron-Griscom 
(in the name of its agent Harlow) subsequent thereto, being 1,065.68 


* Third paragraph of the certificate of incorporation of The Susquehanna Power 
Company. 
1 Exhibit 88-1, p. 58 et seq. 
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acres of land, and (2) to pay Bertron, Griscom & Co., Inc., for cash 
advances and interest thereon from 1908 to November 1, 1919, and 
others for services, The Susquehanna Power Company would: 

1. Immediately pay Hoen, his associates and assigns, $10,000 in 
cash. 

2. Immediately deliver its demand note in the amount of $551,- 
722.27 bearing interest at 6 percent from November 1, 1919. 

3. Thereafter deliver to Hoen, his associates and assigns, amounts 
of the company’s ultimate issued capital stock or other securities on 
a valuation of the property to be made by the Public Service Com- 
mission of Maryland.?? 

4. Assume certain unpaid obligations (not included in above note) 
representing services of engineers and lawyers from 1907, in connec- 
tion with the properties. 

Concurrently with the Hoen offer, The Susquehanna Properties 
Company (also controlled by Bertron-Griscom) offered to purchase 
the then authorized 10,000 shares of capital stock of The Susque- 
hanna Power Company, the consideration therefor to be $10,000 in 
cash and 200 shares of capital stock of Conowingo Land Company. 
Though this offer was accepted, the only part thereof which was 
ever performed was the transfer of the 200 shares of stock of Cono- 
wingo Land Company to the Susquehanna Power Company. 

Pursuant to petition of The Susquehanna Power Company, the 
Public Service Commission of Maryland, by its Order No. 5555, 
dated April 26, 1920, in Case No. 1783, authorized the company to: 
(1) enter into the contract with Hoen on the terms stated in the peti- 
tion; (2) issue its demand note for $551,722.27; (3) reimburse Hoen 
and his associates for advances made by them subsequent to Novem- 
ber 1, 1919, as per schedule thereof that had been filed in the pro- 
ceedings; (4) acquire the capital stocks of former subsidiaries of 
Susquehanna Power Company which had been obtained by Hoen at 
the 1913 judicial sale, and (5) accept the offer of The Susquehanna 
Properties Company to subscribe for the authorized capital stock of 
10,000 shares. In its order, the Commission expressly reserved find- 
ing a valuation to be placed upon the properties, rights and fran- 
chises set forth in the Hoen offer. 

On October 29, 1920, the directors of The Susquehanna Power 
Company accepted the order of the Public Service Commission of 
Maryland. Although performance of the terms of the contract be- 
tween Hoen and The Susquehanna Power Company was never had 
in full, the following things were done immediately after the accept- 
ance of the Commission’s order : 


2 The record does not show that this valuation was ever made. 
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(1) The Susquehanna Power Company issued its demand note in 
the amount of $551,722.27, with interest at 6 percent per annum from 
November 11, 1919, to the order of Frank J. Hoen. 

(2) Frank J. Hoen, et ux., by deed dated October 29, 1920, trans- 
ferred the physical property and other assets acquired in the fore- 
closure of 1913 to The Susquehanna Power Company; subject, how- 
ever, to the underlying mortgage of Susquehanna Power Company 
to Joel H. DeVictor, securing $150,000 principal amount of bonds, 
the payment of which Hoen had assumed. 

While these formal acts were being performed, plans were taking 
shape for the revamping of the capital structure of The Susquehanna 
Power Company to set the stage for the open appearance of The 
United Gas and Electric Corporation. This was a company closely 

_associated with Bertron, Griscom & Co., Inc., and was held out by 
Bertron-Griscom as the source from which was to be obtained the 
new capital necessary to carry the Conowingo enterprise to a success- 
ful conclusion. To carry out the “revised” plans, the following 
things were done: 

(1) The Susquehanna Power Company obtained, on May 1, 1922, 
a certification of an amendment of its charter from the State Tax 
Commission of Maryland, whereby its authorized capital stock was 
changed from 10,000 shares of the par value of $1.00 each, to 135,000 
shares of Class A common stock and 135,000 shares of Class B com- 
mon stock, all without par value. 

(2) The Susquehanna Power Company obtained an amendatory 
order (No. 6906, in Case No. 2003), dated May 12, 1922, from the 
Public Service Commission of Maryland, authorizing it to— 

(a) Issue 100,000 shares of its Class A capital stock and 135,000 
shares of its Class B capital stock in lieu of, or for— 

i. The 10,000 shares of capital stock of the par value of $1.00 per 
share authorized to be issued in Order No. 5555. 

ii. The demand note of $551,722.27 and accrued interest from No- 
vember 1, 1919. 

iii. Money advanced subsequent to November 1, 1919, with accrued 
interest thereon from the date of the advance to May 1, 1922. 

iv. Engineering and legal services of $135,000, 

(b) Issue and sell 35,000 shares of Class A capital stock at not 
less than $20.00 per share. 

In its Order No. 6906, the Maryland Commission expressly pro- 
vided that all of the provisions of Order No. 5555 should remain in 
effect except as amended by No. 6906 and that “nothing herein con- 
tained shall be deemed, taken or construed as in any way determining 
the fair value for rate-making purposes of the property of The Sus- 
quehanna Power Company.” 
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Several months after the receipt of this order, viz., on November 
28, 1922, the Board of Directors approved the journal Opening 
Entry?* as of May 12, 1922, the date of the order. 

Licensees’ contentions.—Licensees place their reliance upon the 
journal entry figure of $4,797,885.36 as cost of the fixed capital 
which The Susquehanna Power Company had acquired up to May 
12, 1922. Their argument is based upon the second sentence of sec- 
tion 3 of the General Instructions of the I. C. C. Classification.** 
They reason thus: (1) virtually all?5 of the assets making up the 
fixed capital as of May 12, 1922, were acquired by the Maryland 
licensee, “through a purchase and sale transaction”; (2) the assets 
making up the fixed capital were acquired for a consideration “other 
than money”; (3) that therefore the “money value” of the considera- 
tion must be ascertained (“by recognized legal principles”); (4) 
since “in this case, the ‘money value’ [of the consideration] cannot 
be ascertained by reference to the thing itself, the logical rule of 
valuing the physical assets which the stock or stock rights represent, 
becomes applicable” and (5) that in valuing these physical assets 
we should base our conclusions on the opinions of experts testifying 
at the hearing. 

Licensees’ ingenious argument, even if acceptable in the case of an 
arm’s-length transaction between strangers, evaporates in the pres- 
ence of the facts of this case. Licensees’ reasoning fails to give effect 
to the vital and controlling fact that in acquiring its fixed capital, 
The Susquehanna Power Company was nothing but the corporate 
personification of the transferors. Licensees’ resort to, and interpre- 
tation of, the second sentence of paragraph (3) of the I. C. C. In- 
structions, not only ignores the first sentence of the same paragraph, 
but seeks to fit the mere transfer of the assets to the Maryland licen- 
see into that language of the second sentence which reads, “When 
the consideration given for the purchase or improvement of property 
* * *.” (Italics supplied). This effort has regard to the mere form of 


°3 Pages 81 and 82, supra. 

Section 3 (13) of the Federal Power Act provides that the actual legitimate 
original cost of a licensed project shall be as defined in the “classification of invest- 
ment in road and equipment of steam roads, issue of 1914, Interstate Commerce Com- 
mission.’’ Paragraph 3 of the general instructions of said Classification (Code of Fed. 
Reg., Title 18, See. 103.02—3) reads as follows: 

“3. Basis of charges.—The charges to the accounts of this classification shall be 
based upon the cost of the property acquired. When the consideration given for the 
purchase or the improvement of property the cost of which is chargeable to the ac- 
counts of this classification is other than money, the money value of the consideration 
at the time of the transaction shall be charged to these accounts, and the actual con- 
sideration shall be described in the record in sufficient detail to identify it. The 
carrier shall be prepared to furnish the Commission, upon demand, the particulars of 
its determination of the actual cash value of the consideration, if other than money.” 

** They treat a minor item, viz., 200 shares of stock of Conowingo Land Company as 
having been acquired through the stock subscription agreement of The Susquehanna 
Properties Company. 
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the transaction and disregard for the substance. The substance of 
the transaction was not that of purchase and sale; it was nothing 
more than a change from non-corporate to corporate ownership. 
Certainly the mere transfer of the “Fixed Capital” from Bertron- 
Griscom interests under one name to Bertron-Griscom interests under 
another name add not a farthing to the cost (or to the value) of the 
fixed capital assets.?¢ 

Our guide in this case is to be found in the first sentence of para- 
graph 3 of the I. C. C. Instructions which reads: 

The charges to the accounts of this classification shall be based upon the 
cost of the property acquired. 


and paragraph 2 of the same instructions which defines “cost” as 
follows: 

Cost shall be the actual money cost to the carrier.27 Since we have 
found that the Maryland licensee and those from whom it acquired 
its fixed capital were in substance and effect one and the same, it 
follows that the cost to the licensee of the fixed capital recorded in 
the journal entry cannot exceed cost thereof to the transferors.?8 

Analysis of the opening entry—Sharp light is thrown upon the 
actual components of the fixed capital dollars by showing what the 
promoters themselves considered them to represent, as disclosed by 
the items for which the company’s securities were issued.2® These, 
first in summary form, were as follows: 


CLASS A CAPITAL STOCK 








Number 
Purpose of issue For whose benefit issued | of 
| shares 


For the equitable interests of the 
depositors of $2,097,000 princi- 
Pe amount of general mortgage | 
vonds of Susquehanna Power 
Company in the properties pur- 
chased at foreclosure sale, in 
1913, through Frank J. Hoen—/Said depositors, including} 
being all of the assets of Sus-| Bertron, Griscom & Co.,| 
quehanna Power Company” Bh: ath<ciecibrendiqucien” |} 41,940 | $* 838,800.00 

For cash advanced in connection 
with above foreclosure; for the 
purehase of additional lands be- 
tween 1913 and 1919; for taxes, 
interest and other expenses to 
keep the combined properties in-|Bertron, Griscom 7 
tact; and for services I | 61,310 1,026,200.00 


For legal and engineering services|Various firms and _indi- } 
rendered viduals 6,750 | 135,000.00 
Total Class A capital stock 


| 100,000 |  2,000,000.00 











%*% Cf. Niagara Falls Power Co. v. Federal Power Commission, 137 F. 2d 787, cert. 
denied 320 U. 8S. 792, 815. 

™ “Carrier,” of course, becomes “licensee” for our purposes. 

% Niagara Falls Power Co. v. Federal Power Commission, supra. 

2 Northwestern Electric Co. v. Federal Power Commission, 134 F. 2d 740, affirmed 
321 U. S. 119. 

* These assets were subject to an underlying mortgage of $150,000 which was as- 
sumed by The Susquehanna Power Company (Maryland licensee). 
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CLASS B CAPITAL STOCK 


For services to be rendered The United Gas and Elec- 
tric Co. 20,000 


For no apparent consideration Marshall J. Dodge*™ 115,000 
Total Class B capital ciliata cual ea aaa 
stock issued 135,000 2,647 886.36 
Total stock securities issued 
as of May 12, 1922 as per Bd al MS 
journal entry 4,647 ,886.36 


2,647 886.36 








Marshall J. Dodge was an official of both The United Gas and Blectric Co., and 
Bertron, Griscom & Co., Inc. 

The journal entry first gives us cogent confirmation of this break- 
down but then proceeds to distort the picture by the inclusion, at the 
bottom of the entry, of five allegedly supporting items, used to build 
up the total dollars shown in the asset column. 

The facts of record, however, particularly Exhibit 93, pp. 27-29, 
make it quite clear that all of the so-called “old interests and rights” 
were capitalized by the promoters of The Susquehanna Power Com- 
pany at $2,150,000, represented by 100,000 shares of Class A capital 
stock, at a stated or assumed value of $20 per share, and the mort- 
gage liability of $150,000 which the company had assumed. These 
“old interests and rights” included (1) all of the assets obtained by 
Hoen at the 1913 foreclosure; (2) right of title to all of the land ac- 
quired by Bertron-Griscom (in the name of its agent, Harlow) from 
1913 to 1919; and (3) every claim and demand of whatsoever nature 
of Bertron-Griscom and others arising in connection with the de- 
velopment of the enterprise from the consolidation of 1908 to May 
i, 1922. In other words, the $2,150,000 capitalized everything in the 
nature of fixed capital, tangible and intangible (with the exception 
of a certain contract for future services, presently to be mentioned) 
which the company had as of May 12, 1922. 


CLASS B STOCK 


Subtracting the $2,150,000 from the $4,797,886.36 of the journal 
entry leaves the balancing figure of $2,647,886.36 allocated to the 
135,000 shares of Class B stock. As to 115,000 shares of this Class 
B stock, not even a semblance of consideration purports to have been 
received by the company. They were nominally issued to Marshall 
J. Dodge, vice president of Bertron, Griscom & Co., Inc., to be held 
for the benefit of the issuing company for use in connection with 
any future financing. 

The remaining 20,000 shares of the Class B stock were issued to 
United Gas and Electric Company,*? the close affiliate of Bertron, 


= The United Gas & Electric Company was owned 100% by The United Gas & Blec- 
tric Corporation. Some of the transactions described were in the name of the par- 
ent, others in the name of the subsidiary. Parent and subsidiary are treated as one 
and referred to without discrimination as “U. G, & E.” 
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Griscom & Co., Inc., for services to be rendered to the issuing com- 
pany.®* It is our conclusion that the 20,000 shares of Class B stock 
were given to U. G. & E. as a bontis and in nowise represented any 
fixed capital of The Susquehanna Power Company as of May 12, 
1922.34 The very agreement under which it undertook to perform the 
services for which the stock was given, had as its primary purpose, 
by its express terms, the acquisition of control of The Susquehanna 
Power Company by U. G. & E. All of the services which U. G. & E. 
agreed to perform, insofar as they were ever performed, were paid 
for by considerations other than this stock. U. G. & E. had agreed 
to provide $700,000 of working capital by subscribing to 35,000 
shares of Class A stock at $20.00 per share. It took up its subserip- 
tion for only 7,500 shares and substituted a loan agreement. under 
which it made cash advances at 6 percent interest in lieu of taking 
up the balance of its stock subscription. Thus for whatever capital 
it provided, U. G. & E. received securities or obligations of the com- 
pany other than the 20,000 shares of Class B stock. 

Furthermore, at the time of the issuance to it of the 20,000 shares 
of Class B stock and at the time of any purported rendition of 
services to The Susquehanna Power Company, U. G. & E. owned 
40,800 shares*® of the Class A (voting) stock of The Susquehanna 
Power Company, out of a total of not more than 110,500 Class A 
shares ever actually issued and outstanding; a majority of the direc- 
tors of The Susquehanna Power Company were directors of both 
U. G. & E. and of Bertron, Griscom & Co., Inc.; and all of the offi- 
cers of The Susquehanna Power Company were officers of U. G. & E. 
Thus, during the period under discussion, U. G. & E. exerted actual 
control over the affairs of The Susquehanna Power Company, which 
control was fortified by the fact that U. G. & E., together with its 
close associate, Bertron, Griscom & Co., Inc., owned the overwhelm- 


% The agreement for these services, contained in a contract between the “Bankers,” 
Bertron, Griscom & Co., Inc., “representing the Susquehanna Power Co.” and U. G. 
& E., dated December 22, 1921, and signed on May 3, 1922, stated that: 

The Electric Company [U. G. & E.] agrees to exercise the utmost diligence in ne- 
gotiating for the sale of the power output of the said Susquehanna Power Company 
at such prices as may be necessary to provide for the expenses, taxes, maintenance, 
sinking funds and -reserves and a proper return on the investment of hydroelectric 
plant and transmission lines and for such services rendered’ in procuring the contracts 
for power and for the services for [sic] the Electric Company in bringing about a 
reorganization of the Power Company and providing for the initial financing, the 
Bankers agree that 20,000 shares of Class B stock shall be delivered to the Electric 
Company. (Brackets supplied). 

“In the Federal capital stock return filed by The Susquehanna Power Company in 
1926 the entire Class B stock was reported as having been issued as a bonus. 

“These 40,800 shares are exclusive of 27,500 (out of 35,000) Class A shares for 
which U. G. & E. had subscribed in accordance with authorization of the Maryland 
Public Service Commission. Although U. G. & E., in lieu of taking down its subscrip- 
tion to these 27,500 shares, substituted a “continuing loan agreement” under which 
it made cash advances to the Maryland licensee, it retained the right to convert its 
advances into these shares. 
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ing majority of the voting stock of the Maryland licensee. Under 
these circumstances there was a complete absence of arm’s-length 
bargaining and therefore we would not allow as cost for any ser- 
vices which may have been rendered by U. G. & E. any amount above 
the actual cost of rendering such services. No evidence was offered 
of any such cost. 

In the light of the foregoing, we conclude that as to $2,647,885.36, 
the portion of the $4,797,885.36 of fixed capital represented by the 
Class B stock, no part of the same is allowable as project cost and 
the said amount is therefore disallowed.*¢ 


CLASS A STOCK AND $150,000 MORTGAGE 





We have left for analysis and disposition the $2,150,000 allocated 
to the “old interests and rights,” for which The Susquehanna Power 
Company assumed the $150,000 mortgage and issued 100,000 shares 
of its Class A stock. A summary breakdown is as follows: 





Nature of “Old Interests and Rights” and Amount 


Item consideration given therefor capitalized 







_———— 
















(1) Properties and other assets of Susquehanna Power 
emenny acquired by Hoen at 1913 foreclosure 
sale. 
Mortgage: assumed | ..0 4-221 -05 5-- $150,000 
Class stock issued to Hoen’s principals— 
41,940 shares at $20.00 .._-_--_-____-_____- 838,800 













Class A stock issued to Bertron Griscom & Co., 
Inc., for expenses of foreclosure—2,835 shares 
Ot: BRED tncroemanderrntabedvasiiamennin te 56,700 $1,045,500 
(2) Cash expenditures by Bertron, Griscom & Co., Inc. 
for acquisition of land between 1913 and 1919; 
oo interest and other expenses from 1908 
to 22. 
Class A stock—17,819 shares at $20.00__-_---_._---- 356,380 
(3) Accrued interest on expenditures by Bertron, Gris- 
com & Co., Inc 




























Class A stock—13,166 shares at $20.00... -.---_~-~~- 263,320 

(4) Services of Bertron, Griscom & Co., Inc. for pro- 
motion and Anancing, 

Class A stock—17,490 shares at $20.00_____--_------- 349,800 
(5) Legal services of Willis & Homer, et al. 

lass A stock—5,000 shares at $20.00__-.._-...-..----. 100,000 
(6) Engineering services of James H. Harlow. 

lass A stock—1,750 shares at $20.00 ____.-----_----_- 35,000 








The above items (1 to 6) will now be further analyzed and 
broken down into the portions thereof which are allowable project 
costs and those which are not. 

Item (1)}—Properties and other assets formerly owned by Sus- 
quehanna Power Company.—This item involves all of the assets of 
Susquehanna Power Company which were acquired by Frank J. 
Hoen in the foreclosure sale of 1913, together with a claimed cash 
outlay by Bertron, Griscom & Co., Inc., in connection with the fore- 


%* Cf. In the Matter of Northwestern Electric Company 2 F. P. C. 327, 338-41, 


affirmed Northwestern Electric Co. v. Federal Power Commission 134 F. 2d 740; af- 
firmed 321 U. S. 119. 
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closure, the total being capitalized at $1,045,500, as shown in the 
preceding tabulation. 

The properties under discussion’ became vested directly or in- 
directly in Susquehanna Power Company pursuant to the “consoli- 
dation of 190837 and Bertron-Griscom obtained control thereof at 
that time. We have heretofore shown that the figures placed upon 
the books of Susquehanna Power Company as a result of this con- 
solidation can not be taken as any measure of cost or money value 
of the assets purported to have been reflected thereby.** We must, 
therefore, look elsewhere for reliable evidence of the cost of these 
properties to Bertron-Griscom, which controlled the properties from 
1908 to the date on which they were acquired by The Susquehanna 
Power Company, dominated the capitalization thereof by the latter 
named corporation and continued to dictate the actions of The 
Susquehanna Power Company for some years thereafter. An ex- 
haustive review of the record reveals that of all of the transactions 
in the history of the Conowingo development involving the trans- 
fer of these properties up to and including their acquisition by the 
Maryland licensee, the freest from owner manipulation was the sale 
thereof by court order on February 24, 1913. 

There is no doubt that Bertron-Griscom were well aware of the 
inflation in the capital structure of Susquehanna Power Company 
resulting from the 1908 consolidation and knew that some defla- 
tionary action was not only necessary but inevitable. Therefore, it, 
as owner of the majority of the general mortgage bonds (the interest 
on which had been allowed to default), together with other bond- 
holders who elected to go along, brought about the foreclosure sale 
of 1913 and bid in the properties through its agent, Hoen. The 
Trustees’ report to the Circuit Court of Harford County, Maryland, 
under the order of which the sale was conducted, shows that the 
total price paid to them for the properties by Bertron-Griscom, in- 
cluding an amount which provided for cash payments to minority 
holders, court costs and Trustees’ expenses, was $503,212.50.39 In 
addition to the payment to the Trustees, Bertron-Griscom expended 
$5,000 for legal fees and $1,902.50 for miscellaneous expenses. Thus 
the total cost to Bertron-Griscom of acquiring the assets of Sus- 


** Except for an interest in 1.30 acres of land acquired by a subsidiary in 1910 and 
1912. 
% Pages 83-87, supra. 
%* Payment to the Trustees was made in the following manner : 
Underlying mortgage liability assumed $150,000.00 
$2,097,000 principal amount of general mortgage 
bonds turned in at 14.263% of face value 
Cash payments 
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quehanna Power Company at the foreclosure was $510,115 as con- 
trasted with the $1,045,500 capitalized by the Maryland licensee. 

The foreclosure fixed a maximum rather than a minimum price 
for the assets of Susquehanna Power Company. Cf. San Diego Land 
and Town Co. v. Jasper, 189 U. S. 439, 443. It was a public sale in 
a free market under the order of a court of competent jurisdiction 
and the only transaction in which the price paid depended on an 
open market and not on fabricated figures. It is presumed that the 
Court, as protector of the interests of the minority holders of $248,- 
000 principal amount of the bonds, would not have approved the 
sale at less than the maximum price obtainable. No outsider was 
willing to pay more than the price at which the properties were 
bid in by Bertron-Griscom. 

In the light of the foregoing, of the $1,045,500 at which these 
properties were included in fixed capital, we allow $510,115 as pro- 
ject cost and disallow $535,385. 

Item (2)—Cash expenditures by Bertron, Griscom & Co., Ine.— 
The claimed net cast expenditures*® of Bertron, Griscom & Co., Inc., 
for the period between 1908 and 1922, in reimbursement of which 
that firm accepted Class A capital stock of The Susquehanna Power 
Company at a stated value of $20.00 per share, totalled $356,374.06 
and were for the items and amounts shown in the tabulation below. 
Of the total Class A issued to Bertron-Griscom by The Susquehanna 
Power Company, a rounded amount of 17,819 shares of the aggre- 
gated stated value of $356,380 is treated as having been allocated to 
the payment of the claim for these expenditures. 














Expended® Expended 
Item rior to 11/1/19 to Total 
1/1/19 5/1/22 
Ca) 1 Egat « peiege st ete ~ cd SIRRAGGSE I. cas sens s-s- $120,406.07 
(b) Capital stock of | | 
Covnowingo Land Co._-~- | 8,500.00 |....._..--- setts 8,500.00 
(ec) Engineering services 
and expenses .....-~.~.- BO. GOR GG Bik doneistin seks 39,631.93 
(d) Legal fees and expenses__- 6,907.95 $ 143.67 7,051.62 
(e) Title examination expense. B. FOROS bE deccndsensscus 6,700.00 
RU EL. cukdiicodeaanaibrinne 26,808.01 9,079.25 35,887.26 
(g) Interest on bonds and 
SED cntriteingasmpenegs 108,113.85 28,900.00 137,013.85 
(h) Unamortized debt expense. ODOT Tite Wd tsinde 4,812.75 
(i) Repairs to property —~-~-~-~- ST Ridcigdatiguiedaeeee 4,564.68 
(j) Miscellaneous expenses --_- 3,325.24 58.45 3,383.69 
(k) Organization expense—The 
Susquehanna Power 
SEE aiiscenecnaensinnbacesed Seemann sien 1,255.00 1,255.00 
(1) Unexplained expenditures__ 6,290.46 | iets UES. a 4,130.45 
TOD steed d200: 333,900.93 39,436.37 373,337.30 
(m) Rents received and other 
IPED | Ante vnllindimuiadasaneriin (16,785.06 )} (178.18); (16,963.24) 
Net expenditures ~~~ 317,115.87 39,258.19 | 356,374.06 








“Other than those in connection with the foreclosure proceed 
item (1). 

“The reason for segregating the amounts prior to 11/1/19 is that they were included 
in the note of The Susquehanna Power Company of that date. 


ings discussed under 
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Item 2 (a}—Land.—Bertron, Grisecom & Co., Inc., claimed ex- 
penditures of $120,406.07 for the acquisition of land or interest in 
land, made up of the following amounts: 


PUTCROGS. QUICO ew sceescncensenensessnslls.svei woth Ze $108,066.15 
Condemnation and ejectment awards and expenses________.-.. 4,864.99 
Surveying 7,474.93 


- Total 120,406.07 


The record shows that Bertron-Griscom acquired (in the name of 
Harlow), 1,065.68 acres of land between 1913 and 1919. Included in 
the $120,406.07 claimed, however, was $15,000 relating to two par- 
cels of land (H-11) and (H-14), which were not part of the 1,065.68 
acres. These two parcels had been acquired by Susquehanna Power 
Company in the 1908 consolidation, subject to certain mortgages. 
In 1909, Bertron-Griscom expended $15,000 to discharge these 
mortgages. 

These two parcels were part of the real properties sold to Hoen by 
court order in 1913. The benefit resulting from the discharge of 
these mortgages is reflected in the price paid by Hoen, which we 
have heretofore allowed.42 This expenditure of $15,000 by Bertron- 
Griscom is disallowed. 

Therefore, of the $120,406.07 claimed, we allow $105,406.07 and 
disallow $15,000. 

Item 2 (b} Capital stock of Conowingo Land Co.—In the latter 
part of 1912, Bertron-Griscom purchased 200 shares of capital stock 
of Conowingo Land Company of Cecil County in the name of The 
Susquehanna Properties Company, paying therefor $8,500. The re- 
maining 400 shares of the capital stock of the Land Company were 
among the assets of Susquehanna Power Company acquired by Hoen 
at the 1913 judicial sale. 

The Susquehanna Properties Company transferred the 200 shares 
to The Susquehanna Power Company without consideration and the 
Land Company deeded all of its physical property (real estate, 
practically gll of which is now in the project area) to the Power 
Company for a nominal consideration. Acquisition of the 200 shares 
resulted in 100% control of the assets of the Land Company by the 
Power Company and we allow the cost of the same, $8,500 as proper 
project cost. 

Item 2 (c}—Engineering fees and expenses.—The expenditures of 
Bertron, Griscom & Co., Inc., for engineering services and expenses 
were shown to have been paid to the firms and individuals named 
below : 


© Pages 96-98, supra. 
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Westinghouse, Church, Kerr & Co.__.--...~-- any SiGe 4 _ $ 1,250.00 
Caps 0). IR occ peniesinintimnb teat tks tits inline 16,121.20 


pS a ee Pe ee ae 
Sanderson & Porter ......=.-..--____=.__- ivan sta sadaceemain | 
Sanegue & Henwood, Inc; ......-.......-..-).2. eek cts 1 BORED 
We VIN. Poweleomnastesd= tats aewaie eniees bus eedineuis) HEELS 
Gannetio. Seelve & Fienine® i ncncadancddcennsnnkemnasen- Bees 400.00 






i a cc 


We find that all of the above expenditures, with the exception of 
an amount of $601.12, included in the total of $1,361.36 paid to W. 
V. N. Powelson, are proper project costs. The amount of $601.12 
paid to Powelson was not shown to have been for services related 
to the Conowingo project. Therefore, of the total of $39,631.93 
claimed, we allow $39,030.81 and disallow $601.12. 

Item 2 (d}—Legal fees and expenses.—The claim of Bertron, 
Griscom & Co., Inc., for cash expended for miscellaneous legal fees 
and expenses totalled $7,051.62 which was paid to the following firms 
and individuals in the amounts shown: 






















Sr ae? ee ee $1,636.17 

Willis & Homer—expenses ____-_--_-_---_-_---__-__ 1,193.29 

Olmstead, Snyder & Miller—fees___._.___._____-_- Jas 130.00 

Beekman, Menken & Griscom—fees and expenses.___.._ 1,169.16 $4,128.62 

ARI J i ac ais 1,500.00 

WT. Seer SED Sn a amcamcnneed apne 

Alan G. Girdwood—fee ......-)..J_--__-____--_-_ 200.00 

Morgan, Lewis & Bockius—fee ._..~____-_---._--_._ 100.00 2,923.00 
pee SI I Se 


Of the total claimed, we find that the expenditures aggregating 
$4,128.62 are proper project costs and allow the same. 

We disallow the items totalling $2,923 for the following reasons: 
The fees to Bowie, Duke and Girdwood, expended prior to the 1913 
foreclosure, were in no wise shown to have been for services in con- 
nection with the project. The remaining $100 was for legal services 
rendered in June 1913 by the firm of Morgan, Lewis & Bockius in 
connection with the refunding of a portion of the underlying $150,- 
000 of mortgages which were a lien on the assets of Susquehanna 
Power Company purchased by Hoen. This $100 expenditure is in 
the nature of a carrying charge and is disallowed for the reason 
given for disallowing taxes under Item 2-(f) below. 

Item 2 (e)—Title examination expenses.—The claim for cash ex- 
pended for the examination of titles to real estate for the Conowinge 
project totalled $6,700, paid to the following named individuals and 
firms: 
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Omar Crothers 

Michael H. Fahey 

J, F. Crew ie 

Title Guarantee & Trust Co. of Baltimore —- 


We dispose of this item by allowing $5,450 thereof as project. cost 
and disallowing $1,250. The amount disallowed represents payments 
to Crothers, Crew and $500.00 of the payments to Fahey for ser- 
vices prior to the date on which all of the assets of Susquehanna 
Power Company were purchased at judicial sale by Hoen, Any 
benefit arising from the services of these individuals prior to such 
sale was included as an intangible attaching to the assets involved 
in such sale, the price paid for which, by Hoen, we have allowed 
as project cost. 

Item 2 (f }}+-Taxes.—The claim of Bertron, Griscom & Co., Inc., 
included a total of $35,887.26 for real estate and other taxes prior to 
May 1, 1922. These expenditures were made over a long period of 
years, a substantial part thereof prior to the foreclosure proceedings 
of 1913, and are in the category of “carrying charges”. All of these 
charges were incurred considerably in advance of the beginning of 
the period of construction, which we have heretofore found com- 
menced on August 1, 1923. We have consistently held that expendi- 
tures of this nature are not allowable except during the period. of 
construction. We disallow the entire $35,887.26 claimed. 

Item 2 (g)—Interest on underlying bonds and mortgages—Bert- 
ron, Griscom & Co., Inc., also claimed $137,013.85 for interest on 
underlying bonds of Susquehanna Power Company and a real estate 
mortgage assumed by a subsidiary of that company. $42,405.20 of the 
total claimed was paid prior to the date on which all of the assets of 
that company were acquired by Hoen at the foreclosure sale, and 
$94,608.65 was paid during the period from February 24, 1913, to 
May 1, 1922. 

These expenditures, like those for taxes (discussed in the foregoing 
paragraph), are “carrying charges”, made over a long period of 
years prior to the period of construction. For the reasons stated 
under Item 2(f), we disallow the interest payments of $137,013.85 
in their entirety. 

Item 2 (h)—Unamortized debt expense-—Among the cash expen- 
ditures claimed by Bertron, Griscom & Co., Inc., to have been made 
for the Conowingo project, were expenses of printing general mort- 
gage bonds of Susquehanna Power Company, exchanging that com- 
pany’s temporary bonds for permanent bonds, trustees’ services in 
connection therewith and the like, totalling $4,812.75 which were in- 
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curred in 1908 or shortly thereafter. These expenditures are not 
proper project costs. The mortgage securing the general mortgage 
bonds of Susquehanna Power Company was foreclosed and all of the 
assets of that company were sold by court order in 1913 to satisfy 
the claims of the bondholders. We disallow this claim in toto. 

Item 2 (i)—Repairs to property—These expenses, totalling $4,- 
564.68, included in the claim of Bertron-Griscom, also are “carrying 
charges” expended over a period of years prior to the period of con- 
struction. We therefore disallow the $4,564.68 claimed. 

Item 2 (j)—Miscellaneous expenditures.—Bertron, Griscom & Co., 
Inc., listed miscellaneous expenses totalling $3,383.69 as having been 
incurred for account of the project. From the facts of record, we con- 
clude that these expenditures, all made during the period from 1913 
to 1922, were related to and for the benefit of the Conowingo proj- 
ect and are therefore allowed. 

Item 2 (k)—Organization expense of The Susquehanna Power 
Co.—Fees of $1,255 paid to the State of Maryland for the incorpora- 
tion of The Susquehanna Power Company (Maryland licensee) are 
included in the cash expenditures claimed by Bertron, Griscom & 
Co., Inc. This expenditure is a proper project cost and is therefore 
allowed. 

Item 2 (l)—Unexplained expenditures—Among the expenditures 
claimed is a payment of $4,130.45 made to Susquehanna Pole Line 
Company on March 8, 1909. There is nothing in the record in expla- 
nation of this item. In fact Bertron, Griscom & Co., Inc., admitted 
that no supporting reasons for this payment could be furnished. 
We disallow this item. 

Item 2 (m)—Rents received and other credits.—In its claim for 
cash expended, Bertron, Griscom & Co., Inc., makes allowance for a 
total of $16,963.24 received by it or its agents from tenants and 
others for rentals, interest on bank balances, etc., during the period 
from 1908 to 1922. Credits of this nature are not required except 
during the period of construction and these arose considerably in 
advance of the period. We therefore reject this total of $16,963.24 
as a credit against the cost of the Conowingo project. 

Summary of Item (2)—Of the total cash expenditures of $356,- 
374.06 claimed by Bertron, Griscom & Co., Inc., to which was allo- 
cated a rounded number of 17,819 shares of Class A stock of the 
stated value of $356,380, we accept $167,154.194* as proper project 
costs and disallow $189,225.81, more particularly as shown below: 





*Of this amount $165,695.07 was expended prior to 11/1/19 and $1,459.12 was 
expended between 11/1/19 and 5/1/22, 
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Clalined Allowed Disallowed 
















(Sy Eel te SES ee $120,406.07 $105,406.07 $ 15,000.00 
(b) Capital St Stock, Conowingo 
BAPE Pe 8,500.00 CSUCCS Tei ee 
(ce) Bagineering services and 
———— ouside olen de eee aals 39,631. 93 39,030.81 601.12 
(d) fees and expenses-_- My 4,128.62 2,923.00 
(e) Tie examination expense_ 5,450.00 1,250.00 
(2). SOE 1). ccitebblaeenmeell, ¢19.1¢ 5 near edagall 35,887.26 
(g) Interest on underlying 
Fee eee CO eae 137,013.85 
(h) Unamortized debt expense_ Gener Last. tee 4,812.75 
(i) Repairs to property ~---~-~- I Bi ictrnitiiars Aarine Etec 4,564.68 
(j) Miscellaneous expenditures 3,383.69 Soe Pee LS 4 
(k) Osganisation expense, The 
Re Seed a ae cals a 1,255.00 1LRROO Pa ke! 
(1). Unexplained expenditures_- NEED Denied onan st 4,130.45 
(m) Rents received and other 
nin tent canines erie heetialictcitimael (16,963.24) 
Total expenditures__ 356,374.06 167,154.19 189,219.87 
Add—Adjustment to round out 
actual expenditures to amount 
capitalized. B06 hi cccsstcemelLasnie 5,94_ 
Total capitalized  ...-~.-- 356,380.00 167,154.19 189,225.81 





Item (3 )}—Accrued interest on expenditures by Bertron, Griscom 
& Co., Inc—In addition to its cash expenditures, Bertron, Griscom 
& Co., Inc., also made claim for accrued interest thereon in the 
amount of $263,313.51, as shown below: 


Advances from 1908 to November 1, 1919 


Interest to November 1, 1919____- eT $177,907.61 
Interest on principal and interest— 
SEPA PE OO PRET vice dnnncnsten eninge tne 82,758.34 $260,665.95 
Advances from November 1, 1919 to May 1, 
1922 
Jothcout from Gite 66 GRVONGD acncnntentenieted~ennen “ses 2,647.56 


263,313.51 


Of the total Class A stock issued to Bertron-Griscom as of May 12, 
1922, in payment for its various claims, a rounded amount of 13,166 
shares, of the aggregate stated value of $263,320, is allocated to this 
claim. The inclusion of this accrued interest in fixed capital is dis- 
allowed for the reason that it accrued prior to the period of con- 
struction. We make proper provision for interest during the period 
of construction elsewhere in this opinion. 

Item (4)}—Promotion and financing services of Bertron-Griscom. 
—Bertron, Griscom & Co., Inc., received 51,310 shares of Class A 
stock of The Susquehanna Power Company in payment for all of its 
claimed cash advances with interest thereon, services, and a pur- 
ported reserve for miscellaneous expenses.*¢ Under Items (1), (2) 


“In Ex, 93, pp. 27-29, Bertron, Griscom & Co., Inc., earmarked these 51,310 shares 
as for the following purposes : 


Reimbursement of advances (including those for new property)... 35,560 shares 

I is sedscicclhaihcaiciconcien scan stg is cinclitch, epaila en ciall tae Sagi ........ 15,000 shares 

“Reserve for miscellaneous expenses’? ._..._...----.--..- ---.-- 750 shares 
51,310 


679357—46— 10 
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and (3) above, we have identified a rounded total of 33,820 of these 
shares (instead of 35,560*5) as applicable to its actual cash advances 
and accrued interest thereon. This leaves 17,490 shares of a stated 
value of $349,800 which Bertron, Griscom & Co., Inc., received either 
for services, or as a bonus, or for no consideration at all. 

Claims for “services” between such closely allied interests as Bert- 
ron, Griscom & Co., Inc., and The Susquehanna Power Company 
require the closest scrutiny.*¢ The Commission is entitled to have 
furnished to it by the licensee the detailed facts supporting any such 
item of claimed cost. Such evidence has not been presented. As far 
as the record discloses, the capitalization of the payment for these 
“services” belongs in the same category as the capitalization of an 
inter-company profit between affiliates. We do not allow such profits 
as part of the actual legitimate cost of a licensed project. 

Of the 17,490 shares of stock mentioned above, 15,000 were ad- 
mittedly received for “services”, 750 “for miscellaneous expenses” 
and the balance of 1,740 were included in the number of shares shown 
as having been received for advances.*7 No proceeds from the 750 
shares were ever used for the corporate purposes of The Susque- 
hanna Power Company and the 1,740 shares did not represent any 
actual cash advances or interest thereon. 

Thus, whether we treat the entire 17,490 shares as being for 
services or treat 15,000 shares thereof as having been for services, 
and the balance of 2,490 shares (1,740 + 750) as having been issued 
by The Susquehanna Power Company for no consideration, we con- 
clude that the overall amount of $349,800, represented by the said 
17,490 shares, must be and therefore is disallowed as a project cost. 

Item (5 )—Legal fees and expenses, Willis & Homer, et al_—The 
Susquehanna Power Company issued 5,000 shares of Class A stock, 
of the stated value of $100,000, in payment for legal services in con- 
nection with the Conowingo enterprise, stated to have been rendered 
between 1908 and May 1922 by two firms of lawyers, Willis & Homer, 
et al. and S. A. & F. R. Williams. 

The record indicatés that $50,000 represented fees for services 
prior to July 1, 1912, and the other $50,000, the period from July 
1, 1912 to May 1922. The first $50,000 was for services prior to the 
foreclosure sale of February 24, 1913, and any benefits therefrom 
were commingled with the assets passing at such sale, the cost of 
which we have heretofore allowed. The same is true of that portion 
of the second $50,000 which related to the period prior to the sale, 
Since the statement supporting these fees does not date the items, 
we must presume that the services represented by the second $50,000 








* See note 44 above. 
“Cf. Louisville Hydro Electric Company, Licensee, 1 F. P. C. 130. 
*' See note 44. 
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were spread evenly over the period from July 1, 1912 to May 1 
1922. Using February 24, 1913, as the splitting date, we allow $46,- 
772 and disallow $3,224 of the second $50,000 and disallow the first 
$50,000 in its entirety. 

Item (6 )—Engineering services, James H. Harlow.—The Susque- 
hanna Power Company issued 1,750 shares of its Class A stock in 
payment of the claim of the estate of James H. Harlow in the 
amount of $35,000, for engineering services of Harlow from January 
1, 1908, to the date of his death on October 6, 1918. This $35,000 
must be disposed of in the same manner as the second $50,000 of 
legal fees under Item (5), and for the same reasons.*® Using Feb- 
ruary 24, 1913, as the splitting date, we allow 51.49%, or $18,021.50, 
of the $35,000 claimed as project cost and disallow 48.51%, or 
$16,978.50. 

Summary of disposition of exception No. 1—A tabular summary 
of our disposition of exception No. 1 is as follows: 


* Though among his other services prior to the 1913 foreclosure, Harlow made a pur- 
chase of an insignificant amount of land (.02 of an acre for $5.00) which land was 
not included in the foreclosure, the claim for $35,000 can practically be disposed of 
only in the manner indicated. 
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ANALYSIS OF THE FIVE SUPPORTING ITEMS OF THE OPENING ENTRY. 


In the light of what has been recounted it becomes a comparatively 
easy matter to take apart the five “supporting” items which appear 
at the foot of the opening entry. They are as follows: 

First Item—General Mortgage 5% Gold Bonds of Susque- 

hanna Power Company 
Second Item—Note of Susquehanna Power Company dated 

11/1/19 
Third Item—Amount advanced for account of Susquehanna 

Power Co. 11/1/19—5/1/22 39,258.19 
Fourth Item—Interest during construction . 1,726,905.90 
Fifth Item—Engineering and legal expense 135,000.00 

4,797,886.36 

These five items, as to the bulk of the dollars represented thereby, 
are radically out of accord with the items which were accounted for 
by the promoters as the components of the fixed capital dollars, at 
the time the company issued its capital stock. This conflict and the 
invalidity of the items as support for actual legitimate original 
cost, warrant a brief discussion of each. 

First Item—General Mortgage 5% Gold Bonds of Susquehanna 
Power Company, $2,245,000.—These are the same bonds which were 
issued. at the consolidation of 1908, default with respect to which 
precipitated the foreclosure of 1913. The total paid to the Trustees 
was $503,212.50.49 A face amount of $2,097,000 of these bonds was 
received by the Trustees in lieu of $299,105.87 of cash. For the 
rest, $248,000 in face amount, the minority bondholders were paid 
off by the Trustees for $35,372.24, part of the $54,106.63 of cash paid 
to them by Bertron-Griscom. Thus the total of the bonds as such, 
represents only $334,478.11 of the purchase price. In the amount 
of $510,115*9 which we have allowed as the actual legitimate cost 
of these properties there is included not only the amount which these 
bonds represent as part of the price paid, but also the full costs of 


acquiring judgment title to the assets underlying the mortgage se- 
curing the bonds. 


* Price paid to Trustees : 
Underlying mortgage liability assumed — _- 


$2,097,000 of General Mortgage Bonds turned: in at ‘14. 263% 
face value. — 


SE CII eesttiticiticnaiciniensdeennicniennts 


_. $150,000.00 


aisha “ dpi ae ut ---. , 299,105.87 
echoes 7 ‘ aatideal siamo 54,106.63 
Total to Trustees — . seaitinipeiegtaiamietbandniii in “5 


i 503,212.50 
Additional expenses of Be rtron-Griscom 6,902.50 


OEE GEE: mtotiininndiniaemeanain 510,115.00 
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Second Item—Note of Susquehanna Power Company, $551,722.27. 
—This note was issued to Bertron, Griscom & Co., Inc., to reimburse 
it for cash advances from 1908 to November 1, 1919, amounting to 
$373,814.66, with interest thereon to November 1, 1919, amounting 
to $177,907.61. 

We have heretofore (p. 103) disallowed this interest for the reason 
that it antedated the period of construction. 

Included in the cash advances is $56,698.79 which Bertron-Gris- 
com computed as the cash amount paid to the Trustees plus addi- 
tional expenses laid out by it in connection with the 1913 foreclosure. 
Because of an error in their statement of these expenditures we have 
actually allowed $61,009.13 for the same.5° 

The items making up the balance ($317,115.87) of the note are 
those shown in the table on page 98 under the column entitled, 
“Expended prior to 11/1/19.” In that section of the opinion we 
discussed them in detail and arrived at the conclusion that they rep- 
resented no more than $165,697.07 of actual legitimate cost. This, 
therefore, is the amount of such cost represented by the note, exclu- 
sive of the $56,698.79 stated as the foreclosure expenditures and else- 
where allowed in the corrected amount of $61,009.13. 

Third Item—Amount advanced for account of Susquehanna Power 
Company, 11/1/19—45/1/22, $39,258.19.—This is the same amount 
shown in the table on page 98 under the column headed, “Ex- 
pended 11/1/19 to 5/1/22.” On pages 100 to 102 it is shown that only 
$1,459.12 thereof is allowable as project cost. 

Fourth Item—Interest during Construction, $1,726,905.90.—This 
item is made up of $1,641, 500 purporting to be interest, from 1908 to 
May 1, 1922, on the $2,345,000 face amount of the above General 
Mortgage Bonds; $82,758.34 of interest from 11/1/19 to 5/1/22 on 
the above demand note; and $2,647.56 of interest from 11/1/19 to 
5/1/22 on cash advances, between the same dates, which make up the 
third item above. 

None of these interest items are interest during construction and 
for that reason alone are not allowable as project cost. They all pur- 
port to. have accrued prior to August 1, 1923, the date the period of 
construction commenced. 

We have heretofore (page 103) specifically disallowed the $82,- 
758.34 and the $2,647.56. 

The inclusion of the $1,641,500 of interest on the General Mortgage 
Bonds as support for the dollars in the asset column of the entry 





*° Cash payments to Trustees —______- 


Saciavapcly abscess mow os ppnasicinoe diecatign inns ielipclifcs tins apace 
Additional expense of Bertron-Griscom 


a woman mchebsacminpaneiiece ox. Gppeeee 


~ "61,009.13 


ig to 
iting 


‘ason 


Gris- 
uddi- 
sure. 
have 


> are 
itled, 
n we 

rep- 
This, 
xclu- 
else- 


ower 
iount 
“Ex- 
only 


-This 
08 to 
neral 
2 on 
19 to 
p the 


) and 
pur- 
od of 


$82.- 
gage 
entry 


106.63 
902.50 


009.13 


THE SUSQUEHANNA POWER COMPANY, ET AL. 109 


illustrates strikingly the purpose intended to be accomplished by 
substantially all of the supporting five items—a sheer build-up of 
dollar amounts to swell the tétal of “Fixed Capital”. This bond 
interest, as well as the face amount of the bonds, was disregarded 
by the promoters in the issuance of the company’s capital stock. 
Since the face amount of the bonds themselves does not represent 
cost of the “Fixed Capital” it is more apparent that the interest 
thereon is to be disregarded by us. 

Fifth Item—Engineering and legal expenses, $135,000.—This ‘item 
is made up of the claim of Willis and Homer, et al. for legal fees of 
$100,000 and the claim of the Estate of James H. Harlow for en- 
gineering fees of $35,000. We have discussed these items in detail on 
pages 104 and 105 above and there found that of the total of $135,- 
000, $64,793.50 is allowable as project cost. 

The foregoing analysis of the five items may be summarized as 
follows: 


Actual legitimate 
cost 


The $2,345,000 of bonds, $61,009.13 of foreclosure ex- 

penditures and $150,000 mortgage assumed repre- 

sent $510,115.00 
The $551,227.27 note, less the $56,698.79 (as 

claimed) of foreclosure expenditureg represent 165,697.07 
The $39,258.19 of cash advances from 11/1/19 to 

5/1/22 represent 1,457.12 
The $1,726,905 claimed as interest during construc- 

tion represent 00.00 
Engineering and legal expenses claimed in the amount 

of $135,000 represent 64,797.50 


742,066.69 


Conclusion re exception No. 1.—We find and allow as the actual 
legitimate original cost of the assets making up the claimed “Fixed 
Capital, -The Susquehanna Power Company, as of May 12, 1922,” 
the amount of $742,066.69°! and disallow the amount of $4,055,- 
818.6752 


This amount is further reduced under exception No. 28 (page 136, infra) by the dis- 
allowance of a portion thereof related to non-project property. 

= Licensee's claimed cost statement drops $1,00 assigned to “Securities Owned” in 
the opening entry. 
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EXCEPTIONS RELATING TO LEGAL AND ACCOUNTING FEES AND EXPENSES 


Exception No. 7, Legal fees—$472565.37.—The $472,565.37 ques- 
tioned by this exception represents legal fees paid to attorneys for 
services performed during the prelicense period as follows: 








kau): He BR Dameerme nl oo tia- cb ccccich eh ds east nctey. $ 14,919.64 
(b) Willis & Hudgins and S, A, Williams ~__---.----_-_-_-___ 25,000.00 
rr ae a a _. 42,500.00 
ae ED, or” SEE «on ones cocchiweeeneieaeaadaanetaemeentaane amecanaerinanaaceaios PO 
(Gy "Ueto, Cayuse @ meme 2 ee et SSE 40.00 
(f) GnyGet; Miler'@ Mail ia. wise ollie Li ii 40.00 
(a): Nileb; &i Nek) ~ cased 3 celeste di 3 > eth liye, 2,925.00 
(h) Williams & Williams ~--__-__---_.-____- Sieh EE Re ceeille 84,140.73 
en 100.00 
(j) Morgan, Lewis & Bockius ~..__._.._..__________ $250,000.00 
Less portion charged to debt exp. ____.__._-__-. 30,000.00 220,000.00 
(ky Tigase,’ Mvane.@ Baer’) eee ee ae SOR 
TEE {Kcsigiinaskiniantied hae aeemeanensa ame 472,565.37 


(a) S. R. Zimmerman—$14,919.64.—From June 1922, to Febru- 
ary 20, 1926, the Maryland licensee paid S. R. Zimmerman a month- 
ly retainer for legal services which totalled $11,169.64 and which we 
allow. During this same period, the Maryland licensee paid Zim- 
merman an additional $2,250.00 but the record contains no evidence 
as to the nature of the services for which this additional payment 
was made. It must therefore be disallowed. 

The $14,919.64, suspended by exception No. 7 (a), is accordingly 
disposed of by allowing $12,669.64 and disallowing $2,250.00. 

(6) Willis & Hudgins and 8. A. Williams—$25,000.—This amount 
consists of $10,000 paid by the Maryland licensee to attorneys 
Willis, Hudgins and Williams on a bill in that amount for services 
from May, 1922, to January 1, 1923; and $15,000 paid in settlement 
of a bill of $20,000 for services during 1923. The bills consisted of 
some 42 pages of separate items, but no allocation of the amount 
represented by any item was made. A number of the items are so 
vague and indefinite as not even to show the nature of the services 
rendered ; other items include both project and non-project services; 
certain other items represent services wholly unrelated to the project. 

Thus the licensees having failed to sustain their burden of show- 
ing what part of the $25,000 total is properly chargeable to project 
fixed capital we feel that we would be justified in disallowing the 
total amount of these bills. However, the attorneys who rendered 
the services are now dead, and on the basis of the meagre evidence 
available in the record we find and allow as project cost 25% of the 
$10,000 payment for the services performed in 1922 and 50% of the 
$15,000 payment for services performed in 1923 or a total of $10,000. 
The $15,000 balance is disallowed. 
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(c) Willis & Hudgins—$42500—This amount was paid by the 
Maryland licensee to Willis & Hudgins in settlement of a bill for 


$55,000 for legal services performed between January 1, 1924 and 


February 20, 1926. The bill includes both project and non-project 
services, but the record discloses no allocation of the fees to any of 
the items in the bill. Upon consideration of the meagre evidence in 
the record, we find and allow 70% of this payment, or $29,750 as 
project cost and disallow $12,750. 

(d) Francis T. Homer—$50000.—The licensees paid Francis T. 
Homer $50,000 for legal services performed from January 1, 1923 
to February 20, 1926, during which period he was a director of the 
Maryland licensee. While some of the services concerned proposed 
general legislation having no application to the project,5* the record 
does not contain any breakdown of the fee. On the basis of the evi- 
dence before us, we therefore find and allow 80% of the fee or 
$40,000 as project cost and disallow the $10,000 balance. 

(e) Olmstead, Snyder & Miller—$40, (f) Snyder, Miller & Hull 
—$40.—The licensees have sustained their burden of proving that 
these two items are proper project costs, and we allow both in full. 

(g)-Niles & Neff—S$2,925.—Although the greater portion of the 
services covered by this item was rendered in connection with the 
acquisition of project lands, a very minor portion was rendered in 
connection with Delta Electric Power Company. However, the latter 
services were so incidental that no disallowance therefor should be 
made. We therefore allow the full amount of this exception as proj- 
ect cost. 

(h) Williams & Wiilliams—$84,140.73—The licensees have sus- 
tained their burden of proof with reference to $81,140.73 of this item, 
which we allow. The record fails to show the character of the ser- 
vices covered by the remaining $3,000, which we therefore disallow. 

(7) Joshua Clayton—$100.—The licensees claim payment of $100 
to an attorney named Joshua Clayton for arranging for, and attend- 
ing an “informal meeting with the Public Service Commission of 
Maryland.” Though the licensees failed to show clearly the purpose 
or necessity of such meeting, the amount is so small that we will 
make no issue of it. 

(j) Morgan, Lewis & Bockius—$250,000 (total )—$50,000 of this 
item was included in a bill dated January 15, 1923, to The Susque- 
hanna Power Company from W. C. L. Eglin, vice president and 


chief engineer of The Philadelphia Electric Company, reading as 
follows: 


Cf. Northern States Power Co., Licensee, 1 F. P. C. 597. 
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To engineering services in preparation of report dated January 15, 1923, 
on Conowingo hydroelectric development, including services of attorneys cover- 
ing legal matters and opinions in connection therewith—$200,000. 


The report referred to was submitted to The Philadelphia Electric 
Company in connection with that company’s negotiations to purchase 
the capital stock of The Susquehanna Power Company from Ber- 
tron, Griscom & Co., Inc., pursuant to the so-called McCall option. 
The Philadelphia Electric Company thereafter declined to purchase 
under that option. Since the report and the legal services in connec- 
tion therewith were furnished to enable The Philadelphia Electric 
Company to decide whether or not to undertake an investment in the 
company owning the Conowingo properties, the problem presented 
is not different from that in regard to the $25,000 charge of Stone 
& Webster which we disallowed under exception 5, infra. These legal 
services cannot be regarded as within the scope of processes in con- 
nection with construction. 

The services of Morgan, Lewis and Bockius covered by the other 
$200,000 were rendered between July, 1923, and February, 1926, and 
are described in a memorandum prepared by that firm under the fol- 
lowing subjects: 

1. Preparation of Contracts and Agreements in Accordance with 
Plan. 

2. First Mortgage. 

3. Formation of Pennsylvania Corporation to Acquire the Penn- 
sylvania Transmission Lines and Other Rights. 

4. Incorporation of Maryland Company. 

5. Consideration of Legal Questions Involved. 

6. Proceedings before Three Commissions for Approval of the 
Plan. 

7. Examination of Titles. 

8. Controversy with Pennsylvania Water and Power Company. 

9. Contract in re Relocation of Conowingo Bridge ‘and Public 
Roads. 

10. Relocation of Railroad. 

Of the $200,000 an amount of $150,000 is shown by licensees’ claimed 
cost statement®* to be for services in connection with drawing the 
first mortgage. If the cost statement were factually correct, the 
entire $150,000 would be chargeable to unamortized debt discount 


% The entry in the cost statement reads: 

Professional services relating to Conowingo Project for a period from July 10, 1923 
to February 20, 1926 in connection with drawing mortgage of Philadelphia Electric 
Power Company and The Susquehanna Power Company to the Fidelity-Philadelphia 
Trust Company, Trustee, under first mortgage, 54%,% gold bonds, issued February 1, 
1926, voucher 51, $150,000, less J. E. 54, $30,000 (Italics supplied). 
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and expense.®*° Licensees seek, however, to charge only $30,000 there- 
of as debt expense. An examination of the documents underlying 
the entry in the cost statement: and other portions of the record con- 
vinees us that the entry is inaccurate and that $30,000 is the proper 
amount to be charged to debt expense. 

This leaves to be considered the balance of $170,000 of the legal 
fees of Morgan, Lewis & Bockius. A substantial portion of the ser- 
vices for which this sum was charged was rendered in erecting, and 
sponsoring before the three interested Commissions, the legal struc- 
ture, which had among its purposes those of providing for the opera- 
tion, maintenance and control (as distinguished from the construc- 
tion) of the project under a plan which involved an elaborate and 
rather involved corporate set-up. 

Whether at this day such an elaborate plan, if proposed for the 
first time, would have our approval is a matter upon which we do 
not feel constrained to comment. In any event, in the absence of 
extraordinary circumstances, costs related to that part of the plan 
which provided for the operation and maintenance of the project, 
would not be includible in project fixed capital accounts but would 
be treated as deferred charges amortizable over the life of the con- 
tracts covering such operation and maintenance. However, under 
the extraordinary circumstances of this case, it is our opinion that 
the legal fees involved should be allowed as project fixed capital. The 
entire plan was submitted to the interested State Commissions and 
had the requisite approval within the jurisdiction of such states to 
confer. This Commission not only attached to, and made a part of 
the license, the instruments comprising the plan but recited in the 
license itself (Article 30) that compliance with the obligations of 
such instruments by the parties thereto were conditions of the grant 
of the license itself, and went further by requiring all of the corpo- 
rate parties to said instruments to become parties to the license (Ar- 
ticle 29). In view of these facts the cost of the legal services required 
in connection with the intercorporate agreements is allowable project 
cost. 

Summarizing the disposition of item (j), the amount of $170,000 
is allowed as actual legitimate original cost; $50,000 is disallowed; 
and the $30,000 already charged by licensees to unamortized debt 
discount and expense is approved as properly chargeable to that ac- 
count. 

(k) Hause, Evans & Baker—$32,900.—This item is disposed of by 
allowing $31,650 and disallowing $1,250. The latter consists of a $650 
charge for conferences concerning proposed legislation “to change 
basis bonus tax on non-par stock” and a $600 charge for services in 


Federal Power Commission, System of Accounts, 1922, Account 131. 
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proceeding “to change the name of Susquehanna Water Power Com- 
pany to Philadelphia Electric Power Company.” Such services were 
neither necessary nor beneficial to the construction of this project. 

Eeception No. 8, Title examination expense—$70891.89.—$5,000 
of the amount suspended by this exception was paid to Bertron, 
Griscom and Co., Inc., for certain title abstracts which it had pur- 
chased from the Title Guarantee and Trust Company of Baltimore, 
for initial use in selling its stock holdings in the Maryland licensee 
to The Philadelphia Electric Company. However, these abstracts 
were later utilized fully by Morgan, Lewis and Bockius in connection 
with that firm’s extended title work on the project lands. It appears 
from the record that had these abstracts not been made available to 
Morgan, Lewis and Bockius, their charge of $50,183.54 would have 
been substantially larger. The $5,000 paid for these abstracts is 
therefore allowable project costs and since the balance of the amount 
of the exception also represents allowable costs, the full $70,891.89 
suspended is allowed. 

Exception No. 14, Accounting services—Lawrence E. Brown & 
Co.,—$7,806.57,—Of the amount suspended by this exception, $4,- 
229.57 was paid for an accounting investigation of books and records 
in connection with The Philadelphia Electric Company’s acquisition 
of the stock of the Maryland licensee through the exercise of the 
Drexel option. This charge is similar to the $25,000 charge of Stone 
& Webster which we disallowed under exception No. 5, infra, and is 
therefore not allowable. 

The balance of $3,577 was paid for accounting services in connec- 
tion with hearings before the three interested Commissions with re- 
spect to the plan which embraced the intercorporate agreements dis- 
cussed under item (j) of exception No. 7, supra. This $3,577 charge 
is analagous to those of Morgan, Lewis and Bockius for legal services 
in connection with the same agreements and is for similar reasons 
allowable as a project fixed capital item. 

We dispose of this exception by allowing $3,577 and disallowing 
$4,299.57. 

Exception No. 15, Printing and transcripts—$7 362.70.—Although 
$170 of the amount of this exception was for printing an application 
of the Maryland licensee to join in the mortgage of the Pennsylvania 
licensee, securing the issue of the first mortgage bonds, and would 
ordinarily be chargeable to debt expense, the amount is so small that 
its inclusion in project fixed capital is, in the interests of simplicity, 
permissible. 

In view of our treatment of the $170,000 portion of the Morgan, 
Lewis and Bockius fees under exception No. 7 supra, we will treat 
the licensee’s burden of proof with respect to the balance of the 
amount of the present exception as having been sustained. 
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The full amount, $7,362.70 of this exception is therefore allowed 
as project fixed capital. 

Exception No. 128, Retaine¥ fees and expenses—$18 4,754.58.—The 
$814,754.58 of attorneys’ post-license retainer fees and expenses, sus- 
pended by this exception, is disposed of as follows: 


Item Attorney Claimed | Allowed | Disallowed 
— } | 


S. R. Zimmerman 9,200.00 
Hause, Evans & Baker_-~- 
Holding & Harvey 
E. R. Heitshu 
Williams & Williams__ _-_- : 
Joshua Clayton , : | 
Morgan, Lewis & Bockius— 
Miscellaneous expendi- 
tures. ‘ | ‘ | 
Miscellaneous payments___| 5,052.68 | »752, | 300.00 


or | «184,754.58 | 147, 3.00-| 36,071.58 


1,700.00 


Morgan, Lewis & $ 89,221.41 | 56,471.73 | $32,749.68 


The disallowed portion of item (a) consists of $32,500 of retainer 
fees and $149.43 of expenses applicable to legal services rendered 
subsequent to the end of the construction period and not shown to 
have been related to construction, and $100.25, cost of copies of the 
proceedings to determine the pre-license cost of this project. The 
disallowed portion of item (b) consists of $1,700 of retainer fees ap- 
plicable to the legal services rendered subsequent to the end of the 
construction period. The $1,000 of item (c) which we disallow is the 
portion of a semi-monthly retainer which related to the operation 
rather than the construction of the project. The disallowed portion 
of item(f) consists of $1,000 paid for legal services “in opposition to 
Senate Bill No. 160,” $100 for non-project services. on behalf of Cono- 
wingo Light & Power Company, and miscellaneous expenses** of 
$91.90 in connection with other Maryland legislation which does not 
appear to have any relation to project construction. The $30 disal- 
lowed under item (h) is the cost of printing a petition for postpone- 
ment of a hearing before this Commission of the pre-license cost of 
this project. The $300 disallowed under item (i) was paid for legal 
services with respect to liability for gross receipts taxes and accord- 
ingly were of no benefit to the project. 

Exception No. 136, L. E. Brown & Co.,—Accounting services— 
$6,770.—We find and allow as project cost $6,020 of this exception 
and disallow the balance of $750. The latter represents accounting 
services after July 1, 1928, which the record does not show to have 
been related to construction of the project. 


% $63.65 is for expenses incurred in opposition to Senate Bill No. 160, $3.25 is for 
one-half of the expenses of S. A. Williams’ trip to Annapolis on March 28, 1929, and 
$25 for one-half the amount paid King Brothers for copy of all bills introduced in the 
Maryland Legislature, 1929 Session. 
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EXCEPTIONS RELATING TO ENGINEERING COST 


Exception No. 3—Services and expenses—Cary T. Hutchinson— 
$15,201.83.—Of the $15,201.83 suspended by this exception, $7,600 
was paid to Hutchinson for services rendered in 1922 in connection 
with efforts of Bertron-Griscom to sell its holdings in the Conowingo 
enterprise. Such services were not in connection with construction 
and the $7,600 paid therefor is disallowed. The balance, $7,601.85, 
is allowed. 

Exception No. 4, Services and expenses—Jackson & Moreland— 
$76,569.52.—This $76,569.52, paid to Jackson and Moreland for en- 
gineering services during the pre-license period, includes a charge 
of $23,904.22 for preliminary studies to assist The Philadelphia 
Electric Company “in making up its corporate mind with reference 
to undertaking an investment” in the proposed Conowingo develop- 
ment. These services cannot be treated as having been in connection 
with construction and the amount paid therefor is disallowed. The 
remaining $52,665.30 is allowed. 

Exception No. 6, W. C. L. Eglin account—$380,000.—During the 
period from January 1923 to June 1924, the Maryland licensee re- 
corded on its books liabilities, totalling $380,000 to The Philadelphia 
Electric Company, for services rendered by W. C. L. Eglin and other 
engineering employees of the latter company in assisting it in decid- 
ing whether to exercise the McCall and Drexel options with respect 
to the proposed Conowingo development. However, it was understood 
that the liability of the Maryland licensee would be limited to the 
portion of such charges allowed by this Commission as part of proj- 
ect cost. 

The licensees do not contend that the charges subject to this ex- 
ception represent actual cost. Moreover, in disposing of exception No. 
138, infra, we allow The Philadelphia Electric Company $50,000 in 
stock of the Pennsylvania licensee as compensation “for its services 
and assistance in the enterprise, performed and agreed to be per- 
formed.” The $380,000 suspended by this exception is disallowed. 

Exception No. 5, Services and expenses—Stone & Webster, Inc.— 
$275,764.—Included in the amount of this exception is a charge of 
$25,000 for a 29-page office study by Stone & Webster of an earlier 
report of W. C. L. Eglin, chief engineer of The Philadelphia Elec- 
tric Company. The Stone & Webster study was procured to enable 
the electric company to decide whether it would make an investment 
in the capital stock of the company owning the Conowingo properties, 
through the exercise of the McCall option of November 15, 1922. 
In January 1923, The Philadelphia Electric Company declined to 
exercise this option. Thus the report’ was associated with a proposed 
investment transaction—and in this instance of the McCall option, 
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an abortive one—which, while an incident in the history of the Cono- 
wingo undertaking, was so far removed from, and purely collateral 
to any process in connection -with construction by the licensees, that 
the charge for the report cannot be allowed as project cost. 

Another item making up the total suspended is a charge of $150,000 
covering services and expenses of Stone & Webster for a “full report 
on the Conowingo project on the Susquehanna River, such services 
extending from October 1923 to February 1925.” Stone & Webster 
were initially engaged to make this report by Drexel & Co., a banking 
firm which had procured from Bertron-Griscom the “Drexel option” 
of March 1923, for the purchase of the Conowingo enterprise, after 
the collapse of the McCall option, and who intended to use the report 
for the purpose of interesting prospective vendees under-the option. 
Shortly after Drexel had obtained the option, it agreed with the 
optionor to go forward with the procurement of the necessary engi- 
neering data required to be furnished to this Commission in connec- 
tion with an application for a license, the express understanding be- 
ing that the costs incurred would be borne by the future licensee. 
While it is undoubtedly the fact that some of the data marshalled for 
the report were utilized in “selling” the project to The Philadelphia - 
Electric Company, nevertheless the completed report formed the basic 
foundation upon which necessary approvals of the State Commissions 
of Pennsylvania and Maryland were procured, and upon which the 
license of this Commission was granted. Under these circumstances 
it is deemed that the cost of the report is a proper charge to the proj- 
ect and the $150,000 expended therefor is allowed. 

The balance of the exception represents a charge of Stone & Web- 
ster in the amount of $100,764 for out-of-pocket expenses incurred 
in defending the economic feasibility of the Conowingo project before 
the Maryland, Pennsylvania and Federal Power Commissions against 
a vigorous and elaborate attack launched by the Philadelphia Rapid 
Transit Company. The intensive nature of the attack served to “shake 
down” most of the possible infirmities respecting either the engineer- 

ing or economic sufficiency of the undertaking and raised and an- 
swered numerous questions which would necessarily have been initi- 
ally canvassed by our own engineers but for their exhaustive testing 
in the course of the Philadelphia Rapid Transit Company, opposition. 
The $100,764 is therefore allowed. 

Accordingly, we dispose of the $275,764 suspended in exception No. 
5 by allowing $250,764 and disallowing $25,000 as proper project 
costs. 

Exception No. 123—Stone & Webster, Inc., consulting engineering 
fee, contract of April 28, 1926—$100,000. Exception No. 124—Stone 
& Webster, Inc., services and expenses, contract of April 28, 1926— 
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$156,168.69.—The sums suspended in exceptions No. 123 and 124 rep- 
resent payments made by licensees to Stone & Webster, Inc., pursuant 
to the terms of a contract (Ex. 34) dated April 28, 1926, which pro- 
vided that Stone & Webster, Inc., as “Consulting Engineers,” would 
undertake specified work 


* * * on the basis of the actual services, at cost to us, of such employees 
as we detail to this work for such time as they are engaged thereon, including 
any out-of-pocket expense incurred in this connection. In addition thereto to 
eover the special services which will be required of the Executive Officers of 
our Corporation and of our Division of Construction. and Engineering, we 
would make a charge of $3000 per month commencing June Ist, 1926, this 
charge, however, not to exceed in the aggregate $100,000. 


The total fee of $100,000 and the services and expenses of the 
Stone & Webster general office engineering organization, totalling 
$156,168.69, were suspended by the staff primarily on the ground that 
the contract of April 28, 1926 (Ex. 34) between Stone & Webster, 
Inc., and licensees was in conflict with a general construction con- 
tract, dated March 6, 1926, (Ex. 30), between the same parties, re- 
sulting in licensees paying Stone & Webster under the terms of the 
April 28, 1926, contract for services which should have been rendered 
under the March 6, 1926 contract. 

The record, however, indicates that the services rendered by the 
Stone & Webster general office organization under the contract of 
April 28, 1926, were in addition to those rendered under other con- 
tracts, and, as licensees have fully established their obligation in this 
respect, we allow the amounts suspended by exceptions No. 123 and 
No. 124, in toto, as proper project costs. 

Exception No, 121—The Philadelphia Electric Company, salaries 
and expenses of Engineering Department—$182,992.35.—The staff 
suspended for our consideration an amount of $182,992.35 represent- 
ing payments made by licensees to their parent, The Philadelphia 
Electric Company, for salaries and expenses of the latter’s employees 
engaged in the inspection and supervision of project construction 
prior to July, 1928, and in actual construction after that date. 

The exception to these charges was based on the premise that under 
the contract of March 6, 1926 (Ex. 30) between licensees and Stone 
& Webster, Inc., all inspection and supervision of construction de- 
volved upon Stone & Webster, Inc., as agents of licensees and that 
the work performed by employees of The Philadelphia Electric Com- 
pany was needless duplication of inspection and supervisory services. 

A careful perusal of the record and the construction contracts be- 
tween licensees and the various contractors (including Stone & Web- 
ster, Inc.) convinces us that the staff’s contention in respect to the 
charges made by The Philadelphia Electric Company for inspection 
and supervisory services of its employees was not sustained. Al- 
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though Stone & Webster undertook to coordinate the work of all of 
the construction contractors, it was a construction contractor itself. 
In view of the fact that licensees had no engineering organization as 
such, they were dependent upon the engineering organization of their 
parent to supply the necessary inspection and supervisory services to 
protect their own interests during the period of the construction of 
this project. The record is also clear that the charges made by The 
Philadelphia Electric Company represent actual out-of-pocket costs 
to the parent company. 

In view of the foregoing, the $182,992.35, suspended in this excep- 
tion, is allowed as a proper project cost. 

Exception No. 122—Daniel E. Moran—engineering services and 
expenses—$21,013.46.—Licensees paid Daniel E. Moran $21,013.46 
for special consulting services and expenses, principally in connec- 
tion with the foundations of the dam and power house and in regard 
to the general design and stability of the headworks. 

Mr. Moran was regarded as one of the most eminent experts on 
foundation problems in the United States. Although it may be true 
that his retention may have approached over-caution on the part of 
licensees, nevertheless his services were enlisted to remove any pos- 
sibility of a “slip-up” that might result in disaster. It is doubtful 
that the Stone & Webster contracts could be held to cover completely 
such absolute and necessary assurance as licensees felt would be af- 
forded by inspection, advice and opinion by Mr. Moran. We allow 
this $21,013.46. 

Exception No. 107—Day « Zimmerman fee—transmission line— 
$175,110.50.—This exception relates to fees paid pursuant to a cost- 
plus-fixed-fee contract for services in connection with the construc- 
tion of a high-tension switching station, the acquisition of a right- 
of-way and the construction of a transmission line. 

The staff objected to the amounts paid Day & Zimmerman prin- 
cipally because of the type of contract under which the work was 
done and the latitude allowed the contractor in charging various 
items of engineering and design as part of the job cost. Our discus- 
sion of this type of contract, under exception No. 108, infra, is equally 
applicable here. However, we do not feel that this fee transcends the 
bounds of legitimate cost. We therefore allow the same. 

Exception No. 108—The Arundel Corporation fees—$354,000.— 
This $354,000 was paid to the Arundel Corporation as a fixed fee 
for its services in connection with the construction of the dam lying 
to the east of the power house, pursuant to contract dated March 10, 
1926, and supplementary letters of January 28, 1927, and February 
1, 1927. 

Arundel was the firm which actually did the work which forms 

679357—46—11 
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the basis for this fee although Stone & Webster, Inc. had originally 
contracted to do it. Hereafter, under exception No. 109, we disallow 
$354,000 of the $1,360,000 agency fee of S. & W. on the ground of 
duplication. Although the Arundel fee appears to be liberal in view 
of the services performed and less expense might have been incurred 
had the work performed been made the subject of competitive bid- 
ding rather than a cost-plus-fixed-fee contract, the amount paid was 
not shown to be in excess of legitimate cost. We therefore allow the 
payment. 

Exception No. 109—Stone & Webster Agency fee—$1,360,000.— 
This fee was paid to Stone & Webster under its contract with The 
Susquehanna Power Company dated March 6, 1926 (Ex. 30). This 
contract covered principally the design and construction of the entire 
dam and power station at Conowingo. 

By another contract dated March 10, 1926 (Ex. 31), between The 
Susquehanna Power Company, by Stone & Webster, Agents, and The 
Arundel Corporation, certain of the work within the scope of the 
first contract was awarded to The Arundel Corporation. Section IX 
of the first contract, in reference to compensation to Stone & Webster, 
provided : 

If material change in the scope of the work is ordered by you [Licensee], 

there shall be added to or subtracted from this amount [$1,360,000] a sum 
equal to 5% of the estimated cost of the work added or deducted. (Brackets 
supplied) 
The second contract constituted a “material change in the scope of 
the work” to be performed by Stone & Webster under the first con- 
tract. The fee of $334,000 agreed upon with The Arundel Corpora- 
tion, as set forth in the contract with it, represents a fee of 5% on 
the estimated cost of the work it was to perform. Since the first con- 
tract clearly provided that the Stone & Webster fee was to be reduced 
by an amount equal to 5% on the estimated cost of the work deducted 
and as the fee paid the Arundel Corporation, which we allow as 
actual legitimate cost, was measured on that basis, it must follow 
that the allocation of work to Arundel operated to reduce the fee of 
Stone & Webster by $334,000. While it is true that on February 26, 
1926, Stone & Webster wrote a self-serving declaration to the licen- 
sees’ president, in which it sought to avoid such a deduction, this 
declaration was followed on March 10, 1926 by the agreement which 
was binding on both Stone & Webster and the licensees and which 
embodied the express provision for diminution of the Stone & Web- 
ster fee. Whatever may have been the motive for awarding a seg- 
ment of the work to Arundel, we cannot shut our eyes to the unques- 
tioned duplication or to the contract provision already recited. 

By supplemental agreement proposed in a letter dated January 
28, 1927 (Ex. 35) from Stone & Webster, agents for The Susque- 
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hanna Power Company, to The Arundel Corporation, and accepted 
by the latter, the contract of March 10, 1926, was modified. This 
supplemental agreement provided that Arundel was to receive an ad- 
ditional fee of $20,000 for the construction of all or such part of the 
remaining sections of the dam as might be designated by Stone & 
Webster. 

The record does not show the estimated cost of the work for which 
the $20,000 was to be paid. However, inasmuch as Arundel undertook 
to perform a part of the construction work contracted for by Stone 
& Webster under the contract of March 6, 1926, and it was the pro- 
posal of Stone & Webster that the fee of $20,000 be paid to Arundel 
for such part, it follows that the fee provided for Stone & Webster 
in the contract of March 6, 1926, should have been further reduced 
by $20,000. We therefore find that $354,000 of the $1,360,000 fee 
paid by licensees to Stone & Webster does not represent actual legiti- 
mate original cost, and therefore said $354,000 must be disallowed. 
The $1,006,000 balance of the fee is allowed. 

Exception No. 110—Power plant cost—$17336,723.59.—The Com- 
mission’s staff took exception to the costs of several parts of the 
power plant construction, which costs form a part of the $17,336,- 
723.59 suspended by this exception, on the ground that such costs 
were unreasonably high. 

Although upon a careful consideration of the record, we are dis- 
posed to allow the challenged costs relating to these several items, it 
is important for this and future cases that we dispose of certain er- 
roneous assumptions and contentions which are set forth at length in 
the licensees’ briefs. They take the position, in substance, that the 
phrase “actual legitimate original cost” as used in the Federal Power 
Act, includes all costs honestly incurred, no matter how grossly ex- 
travagant, wasteful or imprudent they may have been, provided 
there is no evidence of fraud, collusion or affiliation with those who 
received the payments. 

In support of this contention, licensees assert that the Interstate 
Commerce Commission has thus interpreted the phrase “original 
cost” under its 1914 Classification of Investment in Road and Equip- 
ment of Steam Roads, and that such decisions of the Interstate Com- 
merce Commission control our determination of the “actual legitimate 
original cost” of licensed projects under the Federal Water Power 
Act of 1920 (now Part I of the Federal Power Act). This conten- 
tion is in turn based upon the fact that section 3 (13) of the Act de- 
fines the net investment in a project as “the actual legitimate original 
cost thereof as defined and interpreted in the ‘classification of invest- 
ment in road and equipment of steam roads, issues of 1914, Interstate 
Commerce Commission’, plus similar costs of additions thereto and 
betterments thereof” and minus certain specified deductions. 
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Without undertaking to discuss the I. C. C. decisions on which 
licensees rely, we deem it sufficient to note that nearly all of these 
decisions were rendered after the Federal Water Power Act was 
passed in 1920 and accordingly can “have no bearing on the ques- 
tions before us since they could: not have been in the contemplation 
of Congress when it passed the Act.” Pennsylvania Power & Light 
Company v. Federal Power Commission, 139 F. 2d 445, 449, cert. 
denied 321 U. S. 798. Moreover, as the Cireuit Court declared in 
that case (p. 449), none of the I. C. C. decisions “deal with the 
meaning of the statutory phrase with which we are concerned— 
‘actual legitimate original cost’.” 

Since Congress possesses plenary authority with respect to obstruc- 
tions to navigable streams, it may condition its approval of such ob- 
structions as it sees fit. United States v. Appalachian Electric 
Power Company, 311 U. S. 877. The question raised by the licensees 
in this proceeding therefore involves an ascertainment of the intent 
of Congress embodied in the Act. 

Any doubt as to the Congressional intent is removed by the legis- 
lative history of the Federal Power Act of 1935, which reenacted the 
Federal Water Power Act of 1920 with certain amendments. In 
Senate Report No. 621, 74th Cong., Ist Session, page 18, in comment- 
ing on certain changes made in S. 2796 of provisions contained in 
the antecedent bill, S. 1725, the Senate Committee on Interstate 
Commerce wrote: 


A change has been made in sections 201 and 202 [of S. 1725 which con- 
tained proposed changes in sections 3 and 4 respectively of The Federal 
Water Power Act] where reference is made to the “actual, legitimate original 
cost” of a project. These are the words in the present Water Power Act. In 
S. 1725, the word “prudent” was inserted after “legitimate.” The committee 
has not accepted this amendment. It thinks that the addition of this word is 
unnecessary and likely to cause confusion. The Federal Power Commission 
has interpreted the word “legitimate” to give it authority to reject all claims 
of cost items that are not fair and reasonable charges against the cost of the 
project. Obviously such an interpretation is the only one which gives effect 
to the word “legitimate.” The committee sees no reason to change the present 
law under which the Federal Power Commission has effectively exercised the 
essential power of disallowing imprudent expenditures. To do so might un- 
justifiably reflect on the past action of the Commission. (Bracketed matter 
added. ) 


Thereafter, as indicated in H.R. Rep. No. 1318, 74th Cong., 1st 
Sess., p. 36, the House of Representatives amended sections 3 and 4 
of the Federal Water Power Act by inserting the word “reasonable” 
into the description of cost to make the phrase read “actual legiti- 
mate reasonable original cost.” 

The bill then went to conference and the conference committee in 
striking out the word “reasonable” which was inserted by the House, 
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wrote (Conference Report, H.R. Rep. No. 1903, 74th Cong., 1st Sess., 
p- 73): 

In this section [201] and in section 202 [amending sections 3 and 4 of the 
Federal Water Power Act], the adjective “reasonable” was added by the 
House to the actual legitimate original cost of licensed projects. The Com- 
mission has interpreted the Federal Water Power Act as requiring that all costs 
allowed must have been reasonably incurred. In view of this long-continued in- 
terpretation, it is felt that the inclusion of the word “reasonable” as a further 
qualification on the cost of licensed projects might at this late date cast doubt 
upon the Commission interpretation. For that reason, the amendment of the 
House has not been adopted in the substitute. (Bracketed matter added). 


It is thus clear that both houses of Congress would have qualified 
the phrase “actual legitimate original cost” by adding either “pru- 
dent” or “reasonable,” if they had not regarded “legitimate” as being 
properly interpreted to give the Commission “authority to reject all 
claim of cost items that are not fair and reasonable charges against 
the cost of the project.” 

While we must, therefore, reject the very narrow interpretation 
urged by the licensees, we cannot fully agree with the position taken 
by the staff of the Commission in this proceeding. Briefly stated, 
the staff undertook to show by opinion testimony of engineering 
witnesses and by unit cost comparisons, principally with other proj- 
ects, that certain of the claimed costs of this project were “unreason- 
ably” high and accordingly should be reduced. 

Such evidence is valuable as indicating those costs which merit 
the most searching scrutiny, but it should be the beginning rather 
than the end of the inquiry necessary to determine whether costs 
are legitimate. We have no intention of merely substituting hind- 
sight as to what items should have cost, under conditions which 
cannot be accurately determined years after the event, for the record 
evidence as to what they actually did cost. But where, as in this 
case, the staff of the Commission shows that costs of any part of the 
project materially exceeded the estimates or are substantially out of 
line with comparable costs of other projects or costs of comparable 
work on the same project, it is the duty of the licensee to show that 
such costs were the result of circumstances beyond its control and 
that it employed reasonable care and exercised due diligence in an 
effort to control such costs and prevent inflation in its investment 
in the project. In the words of the United States Court of Appeals 
for the District of Columbia: 


The statute in insisting upon actual legitimate cost must be taken to for- 
bid inflation of cost by any device * * *.” 


And it is clearly the duty of the licensee, where challenged, to show 
that every effort has been made to prevent such inflation. 


5 Alabama Power Company v. McNinch, 94 F. 2d 601, 618. 
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This view of the obligations of a licensee is also consistent with 
the opinion recently expressed by the Fifth Circuit Court of Appeals 
in Alabama Power Company v. Federal Power Commission, 136 F. 
2d 929, where it held that it was the duty of a licensee to combat 
inflation in the purchase price of certain State lands even to the 
extent of instituting condemnation proceedings against the advice of 
its counsel. ‘ 

In the light of these considerations, we have carefully reviewed 
the extensive evidence in this case with respect to these challenged 
items of claimed project costs. We find that while, in the opinion of 
the expert witnesses presented by the Commission’s staff and on the 
basis of their unit cost comparisons, certain of the costs were out of 
line and materially exceeded the licensee’s estimates, the record 
clearly shows that the licensee employed unaffiliated engineering 
and construction firms of good repute in their respective lines; that 
independent experts were retained or consulted when unexpected 
difficulties were’encountered; and that, throughout the construction 
of the project, reasonable efforts were made, on the basis of detailed 
monthly construction reports, to cut down those costs which ap- 
peared to be high. 

We, accordingly, find that the amounts suspended by this excep- 
tion should be allowed. 

Exception No. 115—Special engineering services and expenses— 
$28,645.52.—This exception relates to fees paid by licensees through 
Stone & Webster, Inc. to three consulting engineers as follows: 





Ohketes' DT. Mini Tae?! 22 e Sh id OO Ai $8,091.36 
Gheptes (ML Allon vieie.d. 322 Cid en a ee eh od ei 4,738.59 
Cnet bens OO Rei esd ct ties aye ecto becedncsreepiceculve cee 9,759.35 
I Te CI i i ia a ee 6,056.22 


The evidence shows and we conclude that these fees were proper 
costs and were not for services required to be performed by Stone & 
Webster, Inc. under its contracts of March 6, 1926, and April 26, 
1926, and therefore allow the same. 

Exception No. 111—Cary Lock System—Alterations—$756.08. E'x- 
ception No. 112—Replacing circuit breaker contacts—$155.55. Eacep- 
tion No. 113—Replacing switch gear operating mechanism—$ 425.87. 
Exception No. 114—Maintenance of access railroad between Cono- 
wingo and Havre de Grace—$550.45.—Licensees capitalized and in- 
cluded as part of the cost of the power house the items suspended in 
the exceptions listed above, the expenses for which were incurred 
subsequent to the end of the construction period. 

The items in the first three exceptions do not represent cost of 
equipment or necessary appurtenances originally installed. Neither 
were they costs of inspection, setting up or trying out original equip- 
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ment or appurtenances. On the contrary, they were costs of remov- 
ing and changing original equipment and of installing the new 
appurtenances. The Interstate Commerce Commission’s 1914 Classi- 
fication (p. 82) contemplates that these charges shall be to operating 
expenses. 

Exception No. 114 covers charges which cannot be construed as 
anything except maintenance. 

We disallow all of these items for the reason that they are operat- 
ing expenses and not proper project cost. 

Exception No. 116 — Power plant radio — $10,236.68. — Licensees 
claim as part of the cost of the power plant $10,236.68 for a radio 
communication system installed in 1928 and dismantled in 1930. 

Though the experiment was not a success we feel that its cost was 
a proper project cost and allow the same. 

Exception No. 117—Stone & Webster Boston office charges—$1,- 
524.68.—The staff suspended certain charges totalling $1,524.68, orig- 
inating in the Boston office of Stone & Webster, which fall into 
the following three classes : 

Salary of E. L. Field for November 27-29, 1926, -.-_..---------- $ 54.00 


Boston-New York telephone line 442.35 
Traveling expenses 1,028.33 


Licensees have sustained their burden of proof as to the $54 of E. 


L. Field’s salary which we allow. 

The $442.35 charged to the project for the use of S. & W.’s private 
Boston-New York telephone line should be borne by S. & W. in pur- 
suance of Sec. II (f) of its contract with licensees dated March 6, 
1926. We therefore disallow the same. 

Of the $1,028.33 claimed as traveling expenses, $958.74 represented 
either expenditures not connected with the Conowingo project, or 
expenses of transporting S. & W. employees from California and 
Georgia: The agency contract did not provide for payment by the 
licensees for such transportation but only for transportation of these 
employees while actually engaged on licensees’ work. It was S. & 
W.’s own obligation to get its organization together and furnish it 
to the job. We disallow the $958.74. The balance of $69.59 repre- 
sented travel legitimately incurred on the Conowingo job and is 
allowed. 

In summary, of the total of $1,524.68, we allow $123.59 and dis- 
allow $1,401.09. 

Exception No. 118—Stone & Webster, Inc., Bill No. 7753, 2/28/26 
—$134,603.26—The staff suspended for our consideration in this 
exception a total of $134,603.26 paid by licensees to Stone & Webster, 
Inc., for services performed and expenses incurred between Novem- 
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ber, 1924, and March 1, 1926, (prior to the agency contract of March 
6, 1926), which are classified as follows: 


Design engineering 


ae Ue cee a al $89,649.64 
Pra See ec nedioncecciclecaat” an 
Deiporay Censure =. | os we CC aan 42,599.77 

134,603.26 


We find that licensees have sustained their burden of proof with 
reference to these items. We therefore allow the $134,603.26 as 
proper project costs. 

Exception No. 119—The access railroad—$513,321.23.—In order 
to provide transportation facilities for construction materials and 
supplies and a permanent project transportation facility, licensees 
constructed a railroad from Havre de Grace, Maryland, to the dam 
site at a claimed cost of $513,321.23, which cost was suspended by 
the staff for our consideration. The record shows that licensees have 
sustained their burden of proof with respect to the amount suspended 
herein. Accordingly, we allow the $513,321.23 as proper project 
costs. 

Exception No. 120—T he Operators’ village—$173,065.87.—The cost 
of constructing housing facilities for the operating personnel at 
Conowingo was suspended by the staff for our consideration because 
of the expensive kind of dwelling provided. We find that licensees 
have justified the expenditures made. We therefore allow the amount 
suspended in exception No. 120, in toto, as project costs. 


RELOCATION OF THE COLUMBIA AND PORT DEPOSIT BRANCH OF 
THE PENNSYLVANIA RAILROAD COMPANY SYSTEM 


No. 140. The Arundel Corporation fees—railroad relocation___._ $ 267,299.68 
No. 141. Railroad relocation—construction ~........--.------- §,267,121.36 


No. 142. Pusher locomotive service ~........---...--------- ay 
No. 143. Pennsylvania Railroad—watchmen and 

FO EE EE re sapilcai 
No. 144. Pennsylvania Railroad settlement (credit) — 


107,770.16 


15,207.74 
cwpumnne  (oemtamus! 

The building of the Conowingo project and the consequent raising 
of the river level above the dam necessitated the relocation of a 
stretch of about 16 miles—between Fishing Creek, Pennsylvania, 
and a point a little south of Port Deposit, Maryland—of the Co- 
lumbia and Port Deposit Branch of the Pennsylvania Railroad.®* 
The entire Branch extends from Columbia, Pennsylvania, along the 
east side of the river, in a generally southeasterly direction through 


® This line is owned by the Philadelphia, Baltimore and Washington Railroad Com- 
pany and operated under long-term lease by the Pennsylvania Railroad Company. 
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the Town of Port Deposit, Maryland, to Perryville, Maryland—a 
distance of about forty-four miles. 

A portion of this branch line north of Fishing Creek had been 
relocated in connection with the earlier construction of the Holt- 
wood hydroelectric project, and another portion still further north 
was required to be relocated in connection with the Safe Harbor 
project. South of Holtwood, between Fishing Creek and Benton, a 
distance of approximately one mile, there was a 0.5% railroad grade, 
being a temporary grade left following the construction of the 
Holtwood Plant. From Benton south to Port Deposit, the railroad 
line was located on the bottom land at the foot of the hills enclos- 
ing the valley of the river, with a grade following the slope of the 
river. Licensees’ witness, Wilson, described this latter section, the 
portion affected by the construction at Conowingo, as follows: 


As a result of its location on the valley floor, embankments were low and the 
interval through cuts was relatively small, cuts being required for but a 
relatively small portion of the interval affected by the backwater of the Cono- 
wingo dam. 

Roadbed, bridges and culverts on the old line had been constructed for 
single tracks, except through the Town of Port Deposit and at other locations 
where passing sidings totalling approximately three miles in length had been 
constructed. 


Bridge abutments of masonry construction had been constructed for double 
track, with steel girder superstructures for single track. 


Some six months after the license for Conowingo was granted, 
licensees executed an agreement with the railroad, dated June 30, 
1926, (Ex. 39) for the relocation and reconstruction of this affected 
section. Licensees agreed to acquire and convey to the railroad a new 
right-of-way 60 feet wide at grade,5® except within the town limits 
of Port Deposit where a 36-foot width was specified, and to relocate 
the railroad line lying between Fishing Creek and a point 2000 feet 
south of Port Deposit station in accordance with the alignment and 
profile on a map prepared by the railroad. Licensees further agreed 
to construct on the new location a roadbed, bridges, tunnels and 
culverts of a width for two tracks,®° and construct on said roadbed 
a single track, with passing sidings, turnout and crossovers and all 
other appurtenances required for the operation of said railroad equal 
to those existing on the old location. Certain facilities on the new 
line were to be of a kind superior to those of the old line, including 
130-Ib. instead of 100-Ib. rail. 


“This provision was interpreted by the licensees to mean a right-of-way of suffi- 
cient width that a four track line could be laid thereon and, in addition, leave suffi- 
cient land for slopes in cuts and fills. 

© These structures—roadbed, bridges, tunnels and culverts—insofar as they were for 
the accommodation of a second line of tracks, frequently hereafter will be referred to 
collectively as “second-track roadbed.” 
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For the second-track roadbed on the new location licensees were 
to be paid $210,000, the amount which it would have cost to build a 
second-track roadbed on the old location. The payment to the li- 
censees for superior facilities was to be a matter for adjustment after 
completion of the work. Licensees, in addition to compensating the 
railroad for certain engineering work, were to pay it the costs of 
pusher-locomotive service and watchman and track inspectors, in- 
curred in connection with the relocation job. 

The contract also provided for the transfer by the railroad of the 
old location and certain flowage rights to the north thereof, to the 
licensees. The old right-of-way was approximately of the same area, 
as far as its capacity to provide a railroad at grade is concerned, as 
the new right-of-way to be conveyed to the railroad.® 

The railroad line as relocated traverses steep, rocky hillsides, re- 
quiring heavy cuts and fills. At three points tunnels were constructed, 
aggregating 878 feet in length. Roadbeds, bridges, tunnels and cul- 
verts were constructed for double track. A single track of new 130- 
lb. rail (taking the place of the old 100-lb. rail) was laid and pass- 
ing sidings, equal in length to those on the original line, were con- 
structed. 

The actual work of relocating the railroad was done for licensees 
by The Arundel Corporation to whom licensees paid an agency fee 
of $267,299.68. The staff took exception (No. 140) to this payment 
for our consideration of its size in relation to the services performed. 
Licensees have sustained their burden of proof in respect to this 
item and the same is therefore allowed. 

The costs of pusher-locomotive service, $107,770.16 and of Rail- 
road Company watchmen, $17,207.74 were questioned by the staff 
(Exception Nos. 142 and 143) chiefly on the ground that the amounts 
thereof were unnecessarily large because of avoidable construction 
delays. We find that licensees have sustained their burden of proof 
with respect to the objettion to these payments which was predi- 
cated on delay. We allow the $107,770.16 for pusher-locomotive 
service in full. A portion of the cost of watchmen is hereinafter 
reserved insofar as it made up a part of the indirect costs of the 
second-track roadbed on the new location. 

In exception No. 144, the net amount paid by the railroad to the 
licensees in the final settlement between them, to wit, $524,722.62, 
was suspended on the ground of its inadequacy in amount. The 
$524,722.62 is made up of two amounts: $314,722.62 paid to the 
licensees for superior facilities installed on the new line and the 
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$210,000 credit for the second-track roadbed on the new location. 
Since we will take up presently the whole question of the second- 
track roadbed, discussion of the $210,000 portion of the credit will 
be omitted here. As to the settlement for $314,722.62 for superior 
facilities, while we feel that the licensees by no means came out on 
the long end of the negotiations with the railroad, nevertheless, under 
all of the facts shown we find that licensees have sustained their 
burden of proof. We therefore approve the amount of that portion 
of the credit, except a small portion thereof, in connection with the 
cost of second-track roadbed. 

Second-track roadbed.—This brings us to the question of the dis- 
position to be made of the amount claimed by licensees for building 
the second-track roadbed on the new location. The staff showed 
that licensees expended for this purpose $1,407,113% exclusive of the 
cost of right-of-way. Deducting the $210,000 allowed to the licensees 
by the railroad for the second-track roadbed, leaves $1,197,113 as 
the net cost which licensees include therefor in their claimed cost 
statement. 

Disposition of this amount presents first the question of the na- 
ture and extent of the liability of the licensees to the railroad at 
the time the obligation was undertaken to build the second-track 
roadbed. We have seen that the parties sought to conclude this 
question by the contract of June 30, 1926, under which licensees 
agreed to do the job, whatever it might cost, and accept in payment 
therefor $210,000, the amount it would have cost to provide a second- 
track roadbed on the old location. 

The contract obligation, per se, we put to one side; it cannot ipso 
facto operate either to preclude or conclude our inquiry into whether 
amounts expended pursuant thereto are allowable project costs. The 
language of the section giving licensees the, power of condemna- 

© Most ($1,396,963) of this $1,407,113 is reflected in the $5,267,121.36, suspended 
by exception No. 141; $4,192 is reflected in exception No. 143; $4,459 (credit), in 
exception No. 144; and $10,417 in items not specifically suspended, but shown as 
part of the indirect costs, in the staff report. 

Licensees’ claimed cost statement does not make any breakdown of their total 
claimed cost to show separately the cost of the second-track roadbed as such. That 
cost had to be ascertained by computation made by the staff. In substance the staff 
method was as follows: An expert from the Interstate Commerce Commission ascer- 
tained the total quantities of items which would have been required to be handled or 
fabricated in the construction of a single-track roadbed, chiefly in grading, tunneling, 
bridges and culverts. The unit costs of these items were then computed and applied 
to ascertain the cost of putting in a single-track roadbed. This amount was sub- 


tracted from the cost of the two-track roadbed as constructed, computed from licensees’ 
cost data, thus giving the cost incurred for the second-track roadbed. 
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tion®* cannot be construed to mean that because expenditures made 
to obtain project lands were stipulated for by contract, the question 
of their unreasonableness is foreclosed. If such were the case no 
more facile means could readily be devised for freezing into project 
costs reckless, improvident and unreasonable expenditures. 

Before discussing the matter further it is to be noted and em- 
phasized that the nature and extent of licensees’ obligation with 
respect to the double-track roadbed was pointedly questioned in the 
staff report which was served on the licensees and again at the hear- 
ing. It is therefore presumed that the record contains all that licensees 
desired to, or could, show in justification of their claim for allow- 
ance of the cost thereof. 

What the railroad had on the old right-of-way which it used for 
railroad purposes were a single-track roadbed, a single-track line of 
railroad with some passing sidings, and appurtenant structures and 
facilities such as stations, communication systems, etc. All of these, 
licensees duplicated on the new location (with adjustments for 
superiority of the new facilities). Licensees also gave the railroad 
new right-of-way area substantially equivalent to the old. But in 
addition they furnished the railroad the $1,407,113 second-track 
roadbed for a credit of $210,000. 

The portion of the old right-of-way not occupied by the single- 
track line and appurtenances, mentioned above, was not shown to 
have been used for railroad purposes. Insofar as its actual use was 
concerned the excess land was in no more valuable category than 
that of adjacent land not owned by the railroad. Therefore, if the ex- 
tent of licensees’ obligation to the railroad were dependent upon the 
question of actual use, the measure of compensation to the railroad 
for the excess land would not have been substantially different from 
the market value of adjacent similar land not owned by the rail- 
road. 


® Section 21 of the Act reads in part as follows: 

“That when any licensee cannot acquire by contract or pledges an unimproved dam 
site or the right to use or damage the lands of property of others necessary to the 
construction, maintenance, or operation of any dam, reservoir, diversion structure, or 
the works appurtenant or accessory thereto, in conjunction with an improvement which 
in the judgment of the Commission is desirable and justified in the public interest for 
the purpose of improving or developing a waterway or waterways for the use or bene- 
fit of interstate or foreign commerce, it may acquire the same by the exercise of the 
right of eminent domain in the district court of the United States for the district in 
which such land or other property may be located, or in the State courts.” 

“Cf. The Minnesota Rate Cases, 230 U. 8S. 352, 443-456, in which at p. 451 the 
court stated : 

“But, aside from this, it is impossible to assume, in making a judicial finding of what 
it would cost to acquire the property, that the company [Railroad] would be com- 
pelled to pay more than its fair market value. It is equipped with the governmental 
power of eminent domain. In view of its public purpose, it has been granted this 
privilege in order to prevent advantage being taken of its necessities. It would be free 
to stand upon its legal rights and it cannot be supposed that they would be disre- 
garded.” \ 





































THE SUSQUEHANNA POWER COMPANY, ET AL. 131 


; made Since the excess land on the old right-of-way was not actually used 
nestion for railroad purposes the question is then presented as to whether 
ase no at the time licensees undertook t6 provide the second-track roadbed, 
project there was a reasonable probability that in the iminent future the ex- 
cess land on the old location would have been used by the railroad 
1d em- for a second-track line. If there were such reasonable probability 
1 with compensation would have been called for on the basis of such “avail- 
in the able use”; if not, then in the absence of some other special showing 
> hear- of value, compensation would not be required to be made other than 
sensees for similar adjacent land.*® 
allow- What then was the reasonable probability of the necessity or use- 
fulness of the installation of a second-track line at the time of the 
ed for contract? It appears that there was certainly no immediate need for 
line of such track in June 1926; otherwise a second track would have been 
es and laid in connection with the relocation work. It is certain again in 
these, 1932, at the time licensees and the railroad were settling their claims 
ts for against each other, that there was no immediate need or expectation 
ilroad of imminent future need for a second-track roadbed. The evidence 
But in is quite unequivocal in this respect. In its negotiation counterclaim 
-track to licensees the railroad expressly stated : 


Unless economic conditions radically change it probably will be many years 


single- before there will be any necessity for utilization of the extended roadbed on 
wn to the relocated line. 
se was 


For aught that has been shown by the licensees the above quotation 


than pictures the situation that continued to prevail at the time of the 
one hearing in 1938, despite the change in economic conditions. Licensees 
= the did not undertake to make any showing that traffic density on the 
ilroad single line had even begun to approach the saturation point or even 
from what actual volume of traffic moved thereover. Likewise no evidence 
> rail- was offered to show whether traffic was tending to decrease or in- 
crease. In short no evidence was offered which would support any 
finding, other than a pure speculation, as to when, if ever, a second- 
y rr track would be either necessary or of use on the second-track roadbed. 
ure, or Before waiving their right to procure the old railroad property by 
ven condemnation®* and undertaking to provide the railroad at a huge 
r bene- | expenditure with what, as far as the record shows, was unnecessary, 
snare licensees were under a duty to demand of the railroad a concrete 
showing as to the necessities of the second-track roadbed. In a con- 
‘51 the demnation proceeding such a showing would have had to be made 
of what by the railroad before the licensees would have been compelled to 
patho! : ® See footnote 64 supra. , 
ed this i *In Alabama Power Company v. Federal Power Commission, 136 F. 2d 929, the 
be free Fifth Circuit Court of Appeals sustained the Commission's refusal to allow as project 
» disre- cost sums expended by a licensee in payment of an unreasonable price for land exacted 


by a State government. 
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pay the premium price reflected in the cost of the second-track road- 
bed. If such a showing was made to licensees, we were entitled to 
have the facts revealed in the record before being called upon to 
make an affirmative finding that the cost of the second-track road- 
bed represents proper project cost. 

In the light of the foregoing, we are unable on the present record 
to allow the claimed cost of the second-track roadbed as part of the 
actual legitimate original cost of this project. We believe, however, 
the licensees should be given a further opportunity to sustain their 
burden of proof and accordingly we will reserve this item and set 
it down for further hearing. 

In summary, we dispose of the amounts suspended by exceptions 
140 to 144, inclusive, as follows: The $267,299.68 of agency fees paid 
to The Arundel Corporation covered by exception No. 140, are al- 
lowed; of the $5,267,121.36 of construction costs suspended in excep- 
tion No. 141, we allow $3,870,158.36 thereof as proper project costs 
and reserve $1,396,963 (the portion applicable to the cost of the 
second-track roadbed) for further consideration ; the cost of pusher- 
locomotive service, $107,770.16, covered by exception No. 142 is al- 
lowed ; of the $15,207.74 covering the services of watchmen and track 
inspectors, suspended in exception No. 143, we allow $11,015.74 and 
reserve $4,192, the portion applicable to the second-track roadbed for 
future disposition; of the credit of $524,722.62 representing payment 
by the Pennsylvania Railroad for superior facilities and second-track 
roadbed, covered by exception No. 144, we allow $310,263.62 of the 
payment for superior facilities and reserve $4,459 for future disposi- 
tion as applicable to the cost of the second-track roadbed and also 
reserve the $210,000 received by licensees in payment for the second- 
track roadbed. 

Exception No. 139—United Engineers & Constructors, Ine.— 
$3,718.35.—Licensees paid United Engineers and Constructors, Inc., 
for services in connection with the railroad-relocation settlement 
with the Pennsylvania Railroad, an amount which included $3,718.35 
for overheads. These overheads were arbitrarily computed at 100 per 
cent of. United’s actual payroll and expenses and no evidence was 
presented to show what, if any, actual overhead costs were incurred 
by that firm. Licensees and United were affiliates and between them 
there was an absence of arm’s-length dealing. In this situation the 
burden rested on licensees to show that the payment to United for 
services represented the actual cost to United of rendering the same. 
Section 2 (d) of the General Instructions and Definitions, Fixed 
Capital Accounts, F. P. C. 1922 Uniform System of Accounts, for- 
bids arbitrary allocation of overheads. Licensees have not sustained 
their burden of proof and we therefore disallow this $3,718.35. 
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EXCEPTIONS RELATING TO COSTS OF LANDS INCURRED SUBSEQUENT TO 
MAY 12, 1922 


Exception No. 30—Lands acquired by licensees from May 12, 1922 
to February 20, 1926—$635,693.54.—The licensees claim $635,693.54 
as the cost of 4,383.2755 acres of land acquired from May 12, 1922 to 
February 20, 1926. 

The record discloses neither project use for, nor that any reason- 
able probability ever existed that there would be project need for the 
following parcels which are included in this exception : 


Parcel Purchase 
price 





11.29 $ 3,000 
4.20 1,200 


205.06 37,650 


31.28 5,000 
251.83 low? seod? 4088 850 


We therefore disallow the $46,850 representing the cost of those un- 
necessary parcels. 

The licensees have sustained their burden of proof with reference 
to the other parcels covered by this exception. We therefore allow 
the balance of $588,843.54 as project cost. 

Exception No. 101—Delta Water Power Company Land— 
$10,642.81.—The licensees claim $10,642.81 as the cost of parcel Y-39 
and rights of flowage over parcel Y-39A. Parcel Y-39, a 113-acre 
tract, lies wholly within the project boundary; parcel Y-39A, a 
tract of 182 acres, lies wholly outside the project boundary. Parcel 
Y-39A is more than 20 feet above the reservoir pool level. The flowage 
rights in that parcel are of no benefit to the project. 

The licensee, Philadelphia Electric Power Company, acquired its 
interest in these two parcels for an undivided consideration of $10,- 
642.81 in May, 1928, from Delta Water Power Company. That com- 
pany had acquired the same interest in those parcels in April, 1923, 
for an undivided consideration of $10,198.33, from Delta Electric 
Power Company. Delta Electric Power Company had acquired a 
three-fourths interest in Parcel Y-39 by deed dated March 15, 1915, 
for the recited consideration of $7,000 and the remaining one-fourth 
by deed dated October 22, 1919, for a recited consideration of $1.00. 

Both Delta Water Power Company and Delta Electric Power 
Company had been affiliates of The Susquehanna Power Company 


©The $37,650 shown is $3,600 less than the purchase price included in exception 
No. 30. The $3,600 represents the amount of insurance recovered for loss by fire of 
the farm house on parcels H-67 and H-67A which licensees credited to project costs. 
This credit was not taken into account by the staff in compiling exception 30 and the 
treatment accorded here makes the proper adjustment. 
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since the early part of 1923, and became subsidiaries of the present 
parent of licensees in April, 1926. 

We shall allow the cost of parcel Y-39 and disallow the cost of the 
flowage rights in parcel Y-39A. Since the only evidence of record 
as to the cost of parcel Y-39 is the $7,001 originally paid therefor by 
Delta Electric Power Company we allow that amount as project 
cost. We disallow the remaining $3,641.81 covered by this exception. 

Exception No. 102—Reservoir land—$635,750.60.—The licensees 
claim $635,750.60, representing the purchase price of certain lands, 
acquisition expenses, and costs and expenses of road changes in Lan- 
caster County, Pennsylvania. 

Included in the claimed purchase price of lands is $160 paid for 
parcel Y-57 and $63.50 paid for parcel Y-52. No part of either parcel 
is within the project boundary, neither parcel has been devoted to 
any project use, and there was no reasonable probability that either 
would be needed for the project. We disallow the $223.50 which was 
paid for those two parcels. Licensees have sustained their burden of 
proof with respect to the balance of $635,527.10 of this exception and 
this amount is therefore allowed. 

Exception No. 103—Railroad land right-of-way—$391,091.10.— 
The licensees claim payment of $391,091.10 for lands acquired for the 
relocation of the Columbia & Port Deposit Branch of the Pennsyl- 
vania Railroad, occasioned by the flooding of the then existing right- 
of-way by the project reservoir, and damages and miscellaneous ex- 
penses in connection with the relocation of that railroad. 

Among the lands acquired, the licensees paid $6,000 for parcel 
RR-12, and $500 for parcel RR-32. Both of those parcels are in- 
cluded in the licensees’ claimed cost statement as non-project land, 
and the record discloses no actual or probable necessity for either 
parcel for project purposes. We disallow the $6,500 paid for those 
two parcels. 

The Susquehanna Power Company and the Pennsylvania Railroad 
bought a 1.674-acre tract in Port Deposit, Maryland, known as the 
Snyder Wharf property, the railroad paying $9,335 and the licensee 
paying $4,665, of a total purchase price of $14,000. The licensees 
claim $4,665 as the cost of parcel RR-8, a narrow-strip of the Snyder 
Wharf property 0.164 acre in area, which was conveyed to The Sus- 
quehanna Power Company. The balance, 1.510 acres, was conveyed 
to the Pennsylvania Railroad. Parcel RR-8 was necessary for project 
purposes, but the 1.510 acres were acquired by the railroad for other 
purposes. 

The Maryland licensee contributed about one-third of the pur- 
chase price of the Snyder Wharf property but received only one- 
tenth of that tract. Parcel RR-8 was worth not more than one-tenth 
of the value of the entire tract. The licensee paid an excessive amount 
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for Parcel RR-8. The project should bear no more than its pro-rata 
share of the cost of the Snyder Wharf property; i.e., 164/1674 of 
$14,000, or $1,370. We therefore allow $1,370 of the claimed $4,665 
for parcel RR-8, and disallow $3,295. 

The licensees have sustained their burden of proof with reference 
to the other items of claimed cost covered by this exception No. 103. 
We therefore disallow $9,795, the claimed cost of Parcels RR-12 and 
RR-32, and part of the claimed cost of Parcel RR-8, and allow the 
balance of $381,296.10. 

Exception No. 104—W. P. Constable-Hale Case—$1,000. Excep- 
tion No. 105—Transmission land acquisition expense—T he Philadel- 
phia Electric Company real estate department—$41,637.72. Eacep- 
tion No. 106—Transmission land acquisition expense—Day & Zim- 
merman—$ 167,974.84. Exception No. 148—Transmission line land 
right-of-way ($1,125,376.17 before correction }—$1,106,995.44.—These 
four exceptions relate to costs of transmission line right-of-way and 
expenses of acquiring the same. 

Exception No. 148, taken during the course of the hearing, sus- 
pended $1,125,376.17. Examination of the record discloses that this 
exception contains duplications of claimed costs totalling $18,380.73 
embraced in exceptions Nos. 104 ($1,000), 105 ($17,291.12) and 106 
($89.61). We therefore make the necessary adjustment and treat 
$1,106,995.44 as the amount suspended by exception No. 148. 

It is our conclusion that the amounts involved in these four excep- 
tions (after the above adjustment) have been shown to represent 
actual legitimate original cost and we therefore allow the amounts 
suspended by exceptions Nos. 105, 106 and 107 together with the 
$1,106,995.44, treated as having been suspended by exception No. 148. 

Exception No. 28—Appraised value of non-project lands credited 
to claimed pre-license cost by licensees—( $54,682.88 )—Exception 
No. 147—Appraised value of non-project lands credited to claimed 
post-license cost by licensees—/ $120,321.84 )—In their statement of 
claimed cost licensees have credited to project cost a total of $175,- 
004.72 for non-project lands which lie wholly or in part outside the 
project boundary and are not used for project purposes. The cost 
statement incorporates by reference a breakdown, or statement of 
particulars, which was filed with the Commission in 1930, showing 
the amount of licensees’ claimed credit for the several non-project 
parcels. 

The non-project parcels were appraised in behalf of the Commis- 
sion by P. B. Harlan, of the Federal Land Bank of Baltimore. who 
testified at the hearing. His appraisals of several parcels were high- 
er than those incorporated into licensees’ cost statement; some were 
lower. In refutation of Harlan’s higher appraisals, licensees sought 

_ 679357 —46—12 
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to introduce as evidence the breakdown they had pleaded as part of 
their cost statement, but upon their refusal to submit as witnesses 
any of the appraisers who had prepared the breakdown, the same 
was refused admission for that purpose. 

Under exception Nos. 30, 102 and 103, ante, we have disallowed 
the cost of the following parcels, with respect to which licensees 
claimed the credits shown: 


Claimed 

Parcel Credit 
BRON hee ee Se ek enc euid ele. SA ee -- $ 169.35 
Ge 0. di0) Giessen ls, Bei eke Sie ne ned 189.00 
NI a 11,431.25 
A Ni I a kl a ae A li 50.00 
IITTIIIE ost 5 cassis nase Saat andes lasiedenan tad ieee iackcaeg a elacimaseienddan eats eiamaedsaiedars 1,512.80 
ee ne eee ee ae eee este cee Smee 100.00 
aves. 60S ig ed a a a A 25.00 
WOT ASSO Sebi eee ALAS 71.47 
13,548.87 


The disallowance of the cost of these parcels, of course, entails a re- 
jection of the applicable credits, 

After elimination of the disallowed parcels, licensees’ claimed 
credits for the value of non-project lands amount to $161,455.85. 
The comparable figure derived from the Harlan appraisal is $176,- 
135. The disparity is less than 10% which with respect to the lands 
here involved, is not so great as to warrant our non-acceptance of 
licensees’ claimed credit amounts. . 

We therefore find that the values of those non-project lands 
covered by exceptions No, 28 and No. 147, exclusive of the parcels 
eliminated in the foregoing tabulation, are $41,330.48 and $120,125.37, 
respectively, or a total of $161,455.85, which we find as the proper 
credit to the project therefor. 


EXCEPTION RELATING TO GENERAL AND ADMINISTRATIVE COST 





Exception No, 11—Salaries and expenses of general officers and 
clerks—$28,702.20.—The licensees claim as project costs, payments 
made between July 1, 1922, and February 19, 1926, to executives and 
general office clerks of The Susquehanna Power Company as follows: 


Geotge: Malloch, Primates ; oj aien snc imhntlc Satie nnbeqhe ci $21,500.00 
ee ee 1,750.00 
M. A. Murray, Secretary to the President ~......-.._-_._______ 3,353.67 
M. MacArthur, Secretary to the President.__.._._____________ 1,335.36 
eg EP a 8 LEA A aS 35.00 
Geis Gees ALG) tus. bts ee eh i 4 480.00 
UY . oll; WU Sim, « Ae ibeeead na cetnesicnecdh octet ee 143.38 
0 a ee ee 12.00 


Miscellaneous, Stenographic Services ~~ --..-.---- biti 92.79 


UTNE. siecedicaciepAittrassigng-atestionceanthnetbeastlepeaanaimassmaissaiahsilaemana aan ae 28,702.20 
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From the evidence, it is concluded that during the period in ques- 
tion about one-half of the time of Bullock, McKenna, Murray, Mac- 
Arthur, Landrine and Lance, in their capacities as officers or em- 
ployees of The Susquehanna Power Company, was devoted exclu- 
sively to construction work. That was a substantial portion of their 
time as such officers or employees. One-half of their pay for that 
period, or $14,227.02, is an equitable portion assignable to project 
construction, and in accordance with Account No. 395,°° we allow 
that amount, and disallow $14,227.01. 

The licensees have sustained their burden of proving that the re- 
maining $248.17 represents payments to employees who were engaged 
exclusively in connection with project construction. We allow that 
amount. 

To summarize, of the claimed $28,702.20, we allow $14,475.19 and 
disallow $14,227.01. 

Exception No. 129—T he Philadelphia Electric Company—Salaries 
and expenses of general of ficers and clerks—$217,863.40.—The licen- 
sees claim as project costs $217,863.40, of which $154,352.80 was paid 
to the parent company, The.Philadelphia Electric Company, to re- 
imburse it for an allocation made by it of salaries paid to its execu- 
tives and general officers for services rendered March 1, 1926—April 
30, 1929, to construction of this project. Those officials held sub- 
stantially identical offices in both the licensee companies and the 
parent company, but the licensee companies did not fix their salaries. 

The Commission’s Uniform System of Accounts, approved No- 
vember 20, 1922, provides in part in General Instructions and Defi- 
nitions, Sec. 2 (d) : 

These instructions should not be interpreted as permitting the addition to 
fixed capital accounts of arbitrary percentages to cover assumed overhead 


costs, but only as requiring the assignment or apportionment to particular 
accounts for tangible property of actual and necessary overhead expenditures. 


Reference is also made to fixed capital account No. 395, the relevant 
portions of which were quoted in connection with our disposition of 
exception No. 11, ante. 


* The Commission’s Uniform System of Accounts, approved November 20, 1922, 
provides in part, in fixed capital account No. 395: 

““(a) General officers and clerks.—This sub-account shall include the pay of general 
officers and general office clerks engaged exclusively in connection with the construc- 
tion of original plant or of additions thereto; also the expenses of such employees in- 
curred solely on account of construction work even though not engaged exclusively in 
such work. There may also be charged to this account an equitable portion of the pay 
of general officers and general office clerks a substantial portion of whose time is de- 
voted to construction work. 

Note A.—No part of the pay of general officers or general office clerks who only 
incidentally perform services in connection with construction work shall be included 
in this account. 

Note B.—No charges to this account shall be made during the organization period 
and prior to the beginning of preliminary investigation or construction.” 
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The record discloses no basis for the foregoing allocation of sal- 
aries other than a judgment estimate as to portion of his aggregate 
time which each of the officials devoted to matters relating to the 
construction of this project. The record discloses no detail as to the 
character of the services purported to have been rendered to the 
licensees by these officers of the parent holding company or as to 
the amount of time devoted to project construction, These officers 
gave no testimony regarding their services. We infer that such ser- 
vices, if any, as they may have rendered to project construction were 
merely incidental to the employment as officers of the parent com- 
pany, particularly since the licensees paid Stone & Webster for en- 
gineering, construction and purchasing in connection with the build- 
ing of the major part of the project (see exceptions Nos. 109 and 
123 ante), and also to act as consulting engineers to supervise the 
construction of other parts of the project. If The Philadelphia 
Electric Company had owned the project directly such costs would 
not have been recognized under the I. C. C. system of accounts. They 
are entitled to no greater recognition merely because they represent 
affiliated company transactions. No justification has been shown for 
superimposing this cost of $154,352.80 on the fees paid to Stone & 
Webster, Inc., and we disallow that amount. 

The balance of $63,510.60 covered by this exception represents 
salaries and expenses of general office clerks of the parent, The 
Philadelphia Electric Company. Complete records were kept show- 
ing the actual cost and character of these services, which were in con- 
nection with project construction, and the licensees have sustained 
their burden of proof with reference to the claimed $63,510.60, which 
we allow. 

To summarize, we dispose of exception No. 129 by allowing $63,- 
510.60 and disallowing $154,352.80. 

Exception No. 126—W. C. L. Eglin—Allowance for additional 
work and expenses—$31,250.—The Pennsylvania licensee paid Dr. 
Eglin $31,250 as special compensation for work performed and ex- 
penses incurred in connection with project construction during ap- 
proximately two years from March 1, 1926. During this same period 
Dr. Eglin was vice-president and chief engineer of The Philadelphia 
Electric Company and received regular compensation of $30,000 per 
year from that company, exchisive of the amount here in question. 
One-half of his regular salary from the parent, to wit, $27,500 was 
allocated to project fixed capital, and is together with other similar 
charges, the subject of exception No. 129. 

Under that exception it was concluded that Dr. Eglin’s regular 
salary as an officer of The Philadelphia Electric Company does not 
represent a proper charge against the project. However, the evidence 
shows that the $31,250, here in dispute was for the services which he 
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rendered for the particular benefit of the project and the Pennsyl- 
vania licensee authorized the compensation and carried him on its 
payroll. 

In fact, the finding made in exception No. 129 that Dr. Eglin’s 
compensation as an officer of the parent company is not properly 
chargeable to project cost finds further support in the circumstance 
that it was recognized by all concerned that he should be separately 
compensated here for his services in connection with Conowingo 
construction. 

It is concluded that the amount of $31,250, subject to this excep- 
tion represents proper project cost and is therefore allowed. 

Exception No. 13—Director’s fees and expenses—$4,439.66.—This 
exception relates to directors’ fees and expenses during the prelicense 
period, totalling $4,439.66, of which The Susquehanna Power Com- 
pany paid $1,159.66 and Philadelphia Electric Power Company paid 
$3,280. 

No disallowance is made with respect to the payments made by the 
former. 

The $3,280 expended by the latter covered 125 individual attend- 
ances spread over 21 directors’ meetings. While $180 had been ap- 
propriated by the board for each meeting, the amount paid out per 
meeting varied. It is our conclusion that $20 per attendance per 
director—at which the $180 per meeting of the nine-member board 
was originally computed—is reasonable and that amounts paid in 
excess of that should not be borne by project fixed capital. Accord- 
ingly, only $2,500 for the 125 individual attendances is allowable and 
$780 is not. 

Therefore, of the $4,439.66 questioned by the exception we allow 
$3,659.66 as project cost and disallow $780. 

Exception No. 135—Post-license fees and expenses of executive 
committee and directors — $32,217.62. — Licensees claim as project 
cost the sum of $32,217.62 for fees and expenses paid to their direc- 
tors and executive committee members during the post-license period, 
as follows: 

Philadelphia Electric Power Company 
Executive committee—fees and expenses -_-------~---- _ $13,415.00 
Directors—fees and expenses 

The Susquehanna Power Company 
Directors—fees and expenses 


32,217.62 


Of the $13,415 of executive committee fees and expenses, $12,400, 
arrived at on the basis of $50 per member for each meeting attend- 
ance, $600 paid to the committee secretary and $135 of expenses 
represent proper project cost. The sum of $280 represents fees paid 








140 FEDERAL POWER COMMISSION 


for which attendances were not shown and must therefore be dis- 
allowed. The balance, $13,135, is allowed. 

The $11,799.46 of Pennsylvania licensee’s directors’ fees and ex- 
penses is the major part of $12,976.50 actually expended for these 
purposes from license date to June 30, 1928, the date we have found 
marks the close of the construction period. The difference, $1,177.04, 
licensee charged to operating expenses because of its use of a differ- 
ent method of ascertaining the close of the construction period. Of 
the $12,976.50 with which we deal, $211.50 represents expenses, which 
we allow. The $12,765 balance covers 518 individual attendances re- 
corded during the period in question, which at $20 each would amount 
to $10,360. Licensees have not justified more than $20 per attendance 
as a charge to project cost. As we pointed out in connection with 
exception No. 13, this was the amount apparently considered adequate 
when the matter of fees was first considered by the board and which 
we now consider as reasonable. The circumstance that in 1931, several 
years after the payments were made, the board passed a resolution 
condoning the practice of dividing a lump sum among the directors 
present at each meeting and thereby approving the payment of fees 
in excess of $20 per attendance does not affect our conclusion. It is 
the duty of directors to attend board meetings and the dereliction of 
those who do not should not be the basis of a windfall to those who 
do. Therefore we find that not more than $10,571.60 of the total 
amount spent represents proper project cost. This finding results in 
the disallowance of $1,227.96 of the $11,799.46 claimed as project cost. 

The $7,003.16 of Maryland licensee’s directors’ fees and expenses 
is the major part of $7,663 actually expended for these purposes 
from license date to June 30, 1928. As in the case of the Pennsyl- 
vania licensee, the difference, $659.84, was charged to operating ex- 
pense because of the use of an earlier date as the close of the con- 
struction period. Of the $7,663, the sum of $335 represents general 
board expenses, and $400 represents special fees in lieu of expenses 
of non-local directors, both of which we allow. The $6,928 balance 
covers 294 individual attendances of directors spread over 35 meet- 
ings. The board originally authorized $10 per attendance but in 
March, 1926, without further board authorization, the practice was 
commenced of dividing $220 among those of the eleven board mem- 
bers who were present. In 1931 this practice was retroactively ap- 
proved. The board membership of both licensees was substantially 
identical during the post-license period and with respect to the 
Pennsylvania licensee we have approved $20 per attendance. While 
only $10 per attendance was authorized by the Maryland licensee’s 
board, the up-shot of the practice started in March 1926 was that 
the directors each received an average of approximately $25 per 
meeting. We believe, under all the circumstances, that the $10 per 
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attendance originally considered sufficient by the board was reason- 
able for the post-license construction period, despite the subsequent 
condonation by the board of the larger fees. We therefore allow 
$2,940 for directors’ fees, $335 of general board expenses and $400 
of special fees to non-local directors’ expenses, a total of $4,175. 
This results in a disallowance of $2,828.11 of the $7,003.11 claimed 
as project cost. 

Summarizing exception No. 135, we allow $27,881.50 and dis- 
allow $4,336.12. 

Exception No. 12—General office rent—The Susquehanna Power 
Company—$6,835.—The Susquehanna Power Company paid $6,835 
to United Gas & Electric Engineering Corporation for New York 
City office rent and expenses for the period from July 1, 1922 to 
February 19, 1926. The rent was computed on the basis of $5 per 
square foot per annum. United Gas & Electric Engineering Cor- 
poration, however, paid only $2.30 per square foot per annum for 
that space, and realized a profit of $2.70 per square foot per annum, 
or a total of $1,270.80 for the period from July 1, 1922 to April 30, 
1924. The record does not disclose whether any profit was realized 
subsequent to April 30, 1924. 

United Gas & Electric Engineering Corporation was an affiliate 
of The Susquehanna Power Company during all the rental period. 
Profit made from a licensee by an affiliate is not an element of actual 
legitimate original cost. Alabama Power Co. v. McNinch, 94 F. 2d 
601, 618. Accordingly, we disallow $1,270.80, the part of the rent rep- 
resenting profit to the licensee’s affiliate, and allow the balance of 
$5,564.20. 

Exception No. 27—Rents received and repairs to property—Net 
credit—/ $16,808.41 )—The licensees have credited to the prelicense 
cost of the Conowingo project a total of $18,466.07 for rerits re- 
ceived on property, the cost of which had been charged to the proj- 
ect, for the period from May 12, 1922 to February 19, 1926. Dur- 
ing this period the licensees charged to project cost a total of 
$1,657.66 for repairs to this property, leaving a net claimed credit 
of $16,808.41. We have heretofore found that the construction period 
began August 1, 1923 and ended June 30, 1928. Of the net credit 
claimed by the licensees, $14,257.82 falls within the construction 
period, but the balance of $2,550.59 was credited before August 1, 
1923. 

The claimed credit includes $8.14 as rent received from the 
Samuel T. McNutt property (Parcels H-73 and H-74). We have 
heretofore disallowed the purchase price of that property (excep- 
tion 30, ante). 

We therefore approve a net credit of $14,249.68, after excluding 
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the $2,550.59 credited before the construction period began and the 
$8.14 credited on property whose cost we have disallowed. 

Exception No. 137—Real estate rentals and ex penses—{ $16,310.32 ). 
—The licensees credited to project cost the net amount of $16,310.32 
for real estate rentals received during the post-license period from 
property, the cost of which is included in the licensees’ statement of 
claimed cost. We have heretofore found that the construction period 
began August 1, 1923 and ended June 30, 1928 instead of an earlier 
termination date on the basis of which licensees’ computation was 
made. 

The application of that construction period to the detailed items 
of the claimed credit produces an allowable net credit of $17,329.40, 
which we approve. 

Exception No. 24—Insurance on real estate—$1,024.50.—Licensees 
claimed $1,024.50 paid’ for insurance premiums on real property for 
the period December 1922—February 12, 1926. Fixed capital ac- 
count No. 392, injuries and damages during construction, of this 
Commission’s 1922 System of Accounts provides that insurance of 
this character shall be charged to the project during the construc- 
tion period only. Of the above amount, $30.65 was applicable to the 
period prior to August 1, 1923, and as the construction period began 
on that date, we disallow the $30.65. 

Included in this exception is a premium of $39.44 paid to insure 
the Holloway farm house which stood on parcels numbered H-67 
and H-67A; also $16.92 paid for insuring the McNutt property, 
parcels numbered H-73 and H-74. Since we have disallowed the 
purchase price of these properties (see exception No. 30 ante), it 
follows that the insurance premiums paid on those properties, total- 
ing $56.36, must be disallowed. 

Thé licensees have sustained their burden of proof with reference 
to the remaining $937.49 covered by this exception, and we allow 
that amount and disallow the balance $87.01. 

Exception No. 132—Office supplies and expenses—$6 887 .58.—This 
exception relates to charges of $6,887.58 for miscellaneous office sup- 
plies and expenses originating with The Philadelphia Electric Com- 
pany and in turn billed to the licensees and the amount was sus- 
pended pending determination by the Commission of the end of the 
construction period. $483.38 of the total charges were incurred after 
June 30, 1928 but the record shows that these charges, as well as 
those incurred prior to that date, were in connection with project 
construction. We therefore allow the entire $6,887.58 as project cost. 

Exception No. 133—Material testing and laboratory expense, The 
Philadelphia Electric Company — $9,283.19. — During the period 
1926-1929 the licensees paid the parent, The Philadelphia Electric 
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Company, a total of $9,283.19 for services rendered by the parent’s 
material testing laboratory. Included in that amount is an item of 
$27.75 for unclaimed wages paid in error to F. L. Chandler. The 
record contains neither any reason for including that item as an ex- 
pense of material testing, nor any evidence justifying the inclusion 
thereof anywhere in project cost. We therefore disallow $27.75. 

The licensees have sustained their burden of proof with reference 
to the remaining $9,283.19, which we allow. 


EXCEPTIONS RELATING TO MISCELLANEOUS ITEMS 


Exception No. 134—Rental: Delta Holtwood Line—$14,207.52.— 
Licensees paid $14,207.52 to their affiliate, Delta Water Power Com- 
pany, as rent for the use of a transmission line carrying energy 
from the Holtwood steam plant to the project from May 1, 1926 to 
June 30, 1928. The charge was suspended for the purpose of re- 
quiring a showing by licensee that the amount thereof was legitimate 
in view of the affiliation. 

The record shows that this charge does not include a profit to the 
affiliates and we therefore allow the same. 

Exception No. 9—Boyd Ehle, Non-project activities—$1,116.— 
This suspension covers a portion of the claimed salary and traveling 
expenses of Boyd Ehle, construction engineer of The Susquehanna 
Power Company, for the period January 1, 1923—February 19, 
1926, as follows: 


| 
Salary charged |Expenses charged 
to project to project 
cost 





Trip to ¢ we Springs, Colorado, and 
Lockport, New Y 
August 15 to 29, 1923 
15/31 of salary for August 1923 $302.42 
Trip to Lockport, New York 
November 6 to 9, 1923 
4/30 of salary for November, 1923 83.33 
Trip to Hortonia, Rutland, Vermont, and 
Burlington, Vermont 
March 9 to 27, 1924 
19/31 of salary for March 1924 —___------~- ie 
Traveling expenses 
Trip to Lockport, New York and 
Middleport, New York 
5/31 of salary for December, 1924 100.81 
Traveling expenses ~~~ ———.----------~----------- | 
Trip to East Creek, New York 
4/31 of salary for March 1925 80.65 
Traveling expenses 
Trip to Lockport, New York 
February 2 to 6, 1923 
Engineer’s report 
Total 950.27 


During that period, Mr. Ehle made several trips in connection with 
matters not related to the Conowingo project. Although the $1,116 
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was suspended on the ground that it represented “the time and ex- 
penses of Mr. Ehle while on trips relating to matters in no way con- 
nected with the Conowingo project,” the licensees offered no evi- 
dence to connect those trips with this project. 

It will be noted from the foregoing tabulation that no expenses 
of the Colorado trip or the first Lockport trip were charged to proj- 
ect cost. The licensees now admit that the expenses of the Vermont 
trip and of the second and third Lockport trip should not be charged 
to this project. They have not sustained their burden of proving 
that any part of the $1,116 was expended for project purposes. and 
we therefore disallow the entire amount. 

Exception No. 21—Investments in affliated companies—$3,500.— 
Licensees paid $2,000 for 1,948 shares of the capital stock of Cono- 
wingo Bridge Company and $1,500 for 15 shares of the capital 
stock of Susquehanna River Electric Company of Baltimore City; 
both being Maryland corporations. 

By acquisition of the latter 15 shares, the licensees became owners 
of all the capital stock of Susquehanna River Electric Company of 
Baltimore City and caused it to convey all its property, including 
certain project lands, to the licensees without consideration. We 
allow the $1,500 paid for this stock as a proper project charge. 

Conowingo Bridge Company had operated a toll bridge across 
the Susquehanna River, about two miles upstream from the site of 
the Conowingo dam. In 1911, the Maryland State Roads Commis- 
sion bought the bridge and all the other physical property from 
that company, leaving it with no other assets than its franchise. 
Thereafter the State operated the bridge free of tolls. Upon com- 
pletion of the Conowingo dam the road was relocated and the traffic 
formerly borne by that bridge thereafter crossed the river on a toll- 
free highway across the crest of the dam. The old bridge was then 
dismantled and its site flooded by the Conowingo reservoir. 

Philadelphia Electric Power Company bought 1,948 of a total 
issue of 2,335 shares of the capital stock of Conowingo Bridge Com- 
pany from the James H. Harlow estate, in September 1924 for 
$2,000. Licensees have failed, however, to sustain their burden of 
proof with respect to that expenditure as project cost. It was not 
shown that the bridge company had any franchise to construct a 
second, or different bridge. At the time of acquisition of this stock 
by the Pennsylvania licensee, it was obvious that the licensees would 
be required by the State of Maryland to provide a bridge in lieu 
of the one to be submerged. The Conowingo Bridge Company stock 
was of no benefit to the construction of the i i Its purchase 
price of $2,000 is disallowed. 
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Exception No. 22—Miscellaneous items—$145.75.—The licensees 
claim as project cost $145.75 expended during 1924-1926 as follows: 


Registration fee for Delta Electric Power Company (1925) ~----~. $ 25.00 
Printing stock-stub record and stock certificates—Conowingo 

Bridge Company® 02-00 oa aes ic tt 54.00 
Franchise taxes for Howard Improvement Company (Years 1923- 

1926, inclusive) 40.00 
Certified copies of charter of Conowingo Land Company —~-~-~~~- 4.00 
Certified copy of charter of The Philadelphia Electric Company _- 7.00 
Certified copy of charter of Sowego Water & Power Company__- 15.75 


Total : : 145.75 


The licensees now concede that the first item of $25 should be 
disallowed. 

The next item of $54 was spent for engraving 250 stock-stub 
record and stock certificates of Conowingo Bridge Company. These 
were never used. Under exception No. 21 ante, we disallowed the cost 
of acquisition of the stock of that corporation, and for the reasons 
there stated we disallow this claimed $54. 

The next item of $40 was spent for franchise taxes of Howard 
Improvement Company for the years 1923-1926. That company 
never had any assets and was inactive. None of its powers were ever 
exercised for the benefit of the Conowingo project in any way. We 
disallow that $40. 

The total of $26.75 covered by the remaining three items was 
spent for certified copies of documents which were used in proceed- 
ings before the Maryland Public Service Commission in February 
1925, relating to approval of the lease under which The Susquehanna 
Electric Company operates the Conowingo project. We have here- 
tofore concluded (under item (j) of exception No. 7, supra) that 
costs incurred in connection with this operating lease are proper 
charges to project fixed capital, and for the same reasons we allow 
that $26.75. 

Summarizing, we allow $26.75 and disallow $119 of the total of 
$145.75 suspended by this exception. 


TAXES DURING CONSTRUCTION 


Exception No. 25—Tawxes during construction, Pre-license—$21,- 
690.52.—This exception covers the total amount of $21,690.52 in- 
cluded in the licensees’ claimed cost for taxes incurred between the 
date of the opening entry and the license date, February 20, 1926. 

Of that total, $5,208.25 is applicable to the period prior to August 
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1, 1923, the date the construction period began. Taxes incurred prior 
to that date may not be charged to project fixed capital and we there- 
fore disallow the $5,208.25. 

Also included in the $21,690.52 are two payments in 1925 for 
taxes on the Holloway property (parcels H-67 and H-67A), and one 
on the Jones property (parcel H-64B). These payments total $283.73, 
and as we have heretofore disallowed the purchase price of those 
parcels (exception No. 30), we disallow this $283.73. 

The licensees have sustained their burden of proof with reference 
to the remaining $16,198.54 suspended by this exception, and we 
allow that amount. 

Exception No. 130— Taxes during construction, Post-license — 
$170,206.92.—This exception was taken by the staff pending deter- 
mination by the Commission of the date ending the construction 
period. Because of their use of staggered dates for the termination 
of portions of construction, instead of June 30, 1928, which we have 
found to be the proper single date, licensees’ claim of $170,206.92 
for post-license taxes is less than the amount to which they are en- 
titled. After deducting $202 for certain small miscellaneous taxes 
not properly chargeable to project cost,®® we find that licensees may 
properly charge to such cost a net total of $217,402.32 for post- 
license taxes, as more particularly shown in the following table: 


| 
Amount 














Net added Net total 
Description claimed allowance allowed 

Refunds to bond holders__ $ 1,359.10) 
Refunds to bond holders_-_ 2,046.48) $ 920.76 $ 4,326.34 
Fed. and State taxes on 

Oo, APA eRe SL 30,659.26 11,057.36 41,716.62 
Real estate taxes—Pa. 

PORSTVEGEE scene ess coe 2,585.44 338.22 2,933.66 
Real estate taxes—Pa. tr. 

oS oe 1,696.02 266.29 1,962.31 
Cap. stock and loans taxes 

NN a na ea elt 74,308.71 9,280.30 83,589.01 
Real estate taxes—Md. ex- 

oT a lenis eT 48,187.15 19,581.31 67,768.46 
Other than real estate— 

BAG... hindi andeinnmtesanituanten 8,704.82 5,751.16 14,455.98 
Federal tax on cap. stock 

ee A BE” Bho hee anciekeedmaanl 711.34 
Tr. line—Pa. D. & Z. Adj. CTGIBOD | bentiqns4s5}-+senboben (76.56) 
Real estate—Md. D. & Z. 

CRUG: HOO cdccncwkice: Bee Didone scuba 25.16 

Total exception tahiti he calle a 
Ge ncandshdenaea 170,206.92 47,195.40 217,402.32 





* $192 of the $202 covers payments made subsequent to June 30, 1928 and not 
shown to be in connection with construction and $10 covers the 1927 franchise tax of 
Howard Improvement Company which is not a proper project charge. 
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INTEREST DURING CONSTRUCTION 


Exception No. 26—Interest during construction, pre-license— 
$94,207 56—Eaception No. 145—Interest Montgomery County trans. 
line (Cr. }+( 2,059.71 )—Eaception No. 146, Interest during construc- 
tion, Post-license—4,105,626.04—Included in licensees’ claimed cost 
statement is an aggregate of 4,197,773.89 for interest during construc- 
tion which the staff suspended for our consideration. The records of 
the licensee companies show that from May 12, 1922 to June 30, 1928, 
the total interest expense was $4,798,794.99, of which $4,197,773.89 
was charged to the cost of the project and $601,021.10 was charged 
to operations: 





Total interest Claimed as Charged to 
expense project cost operations 


Interest expense prior éol 
B/2O/28 nnn nen $ 94,207.56 S . Ob Dee. eneianninaestieens 
Interest expense  subse- 
quent to 2/20/26: 
Interest paid: 
a = $4,532,000.00 $4,138,230.41 $393,769.59 
on preferred stock 


installments ~~~ 595,000.00 493,331.80 101,668.20 

on cash advances —-_ 345,138.87 240,586.07 104,552.80 
Bond discount and ex- 

SNE - scccsunsunnagnmnipeenaatie’ 90,336.46 82,902.45 7,434.01 
Bond agents’ fees, etc. 6,988.74 6906.76) loncwntionetdetinoaee 
Interest received : 

from bond trustee... (782,773.74) (781,226.41) (1,547.33) 

trom UanEs —- J... ( 67,114.61) ( 62,258.44) (4,856.17) 

from contractors ~~ ( 12,928.58) VS ae re ee eee ae 

from other sources_ ( 2,059.71) Ef ETED Unloienent case atpetes 

Total eubesquemt tel) i a 

FFD cicpestuntiniesi 4,704,587.43 4,103,566.33 601,021.10 

Potarl: | | Sere Ca renin 

BORSS’ nn nennan 4,798,794.99 4,197,773.89 601,021.10 





The $601,021.10 charged to operations arose by reason of licensee’s 
use of “staggered” dates between March 1, 1928, and June 30, 1928, 
as the completion of construction of certain parts of the develop- 
ment in calculating capitalizable interest. Earlier in this opinion’? 
we found that August 1, 1923, and June 30, 1928, both inclusive, 
marked the beginning and the end, respectively, of the period during 
which interest, taxes, etc., may be capitalized. Therefore, we must 
proceed to the disposition of the total interest expense of $4,798,- 
794.99 rather than of the $4,197,773.89 of interest claimed. 


7 Page 81. 
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Analysis of the record shows that the total interest expense of 
$4,798,794.99 is applicable to the claimed pre-license and claimed 
post-license costs in the proportions as shown below: 


Applicable to 


Total interest Claimed pre- Claimed post- 
expense license cost license cost 

















Interest expense prior to 
BPR RO) batemteeriergodl $94,207.56 $ 94,207.56 
Interest expense  subse- 4 
quent to 2/20/26: 
Interest, discount and 


expense on bonds_— 4,629,325.20 655,179.14 $3,974,146.06 
Interest on preferred 

stock installments — 595,000.00 aiaidietensadeaseiaiciemnaiedanel 595,000.00 
Interest on cash ad- 


INU, . comanscnee sailings 345,138.87 94,333.27 250,805.60 
Interest received from 
bond trustee, banks, 
GUE, . Sete ciendece sh coed POOR POET ine hina dtaaewdns (864,876.64) 
Interest (assigned) on 
pre-license claimed 
costs paid for sub- 





sequent to 2/20/26_|____-_-_- errata reven onan a 79,970.70 | (_ 79,970.70) 
Total subsequent to 

POPE wukvctenaun 4,704,587.43 829,483.11 3,875,104.32 
Total interest he 





CRPGNND  ccincincna 4,798,794.99 923,690.67 3,875,104.32 


Interest applicable to pre-license costs.—The total interest expense 
of $923,690.67, shown in the above summary as being applicable to 
claimed pre-license costs, is made up of: (a) $94,207.56 of net in- 
terest paid by The Susquehanna Power Company (Maryland li- 
censee) during the period from May 12, 1922, to February 20, 1926, 
on $150,000 face value of first mortgage bonds of a predecessor 
company, which were assumed, and on advances from affiliated com- 
panies, less interest received on bank balances and cash advances to 
subsidiaries; (b) $94,333.27 of interest paid to The Philadelphia 
Electric Company from March 1926 to June 30, 1928, on cash ad- 
vances claimed as having been made for project purposes, the major 
portion of which was expended between September 1924 and 
February 20, 1926; (c) $655,179.14 of interest, discount and expense 
on $5,095,000 face value of first mortgage bonds of Philadelphia 
Electric Power Company (Pennsylvania licensee), the proceeds ($4,- 
865,985.58) from the sale of which were used by the Pennsylvania 
licensee, in March 1926, to purchase the capital stock of the Mary- 
land licensee from the former owners (Bertron, Griscom & Co.. Inc. 
et al) and liquidate the unpaid cash advances which had been made 
to Susquehanna by said former owners; and (d) $79,970.70 of in- 
terest, assigned by the staff as being applicable to claimed pre-license 
costs which were paid for subsequent to license date. 

The record shows that the property obtained during the pre-license 
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period was acquired: (a) in exchange for capital stock of the Mary- 
land licensee and the assumption of a mortgage of $150,000 by that 
company; (b) with proceeds received from the sale of capital stock 
of the Maryland licensee, and (c) with cash advances from affiliated 
companies. The claimed cost of the property thus obtained, to- 
gether with other claimed pre-license costs, exclusive of interest and 
a deduction for the value of non-project lands, is $7,072,809.22. In 
setting up their claim for interest on these claimed expenditures, 
licensees were not consistent: Interest on cash advances from affili- 
ated companies is claimed for only a portion of the period covered 
by such advances; no interest on the $219,000 of funds realized from 
the sale of capital stock of the Maryland licensee is claimed, and 
no interest on the claimed cost of $4,797,885.36 of undistributed fixed 
capital, except that part thereof represented by the interest paid on 
the $150,000 of first mortgage bonds assumed by The Susquehanna 
Power Company, is included in the claimed cost statement prior to 
February 20, 1926, and only indirectly subsequent thereto, in that 
during the period from February 20, 1926, to June 30, 1928, there is 
included in the post-license interest expense $655,179.14 of interest, 
discount and expense on the $5,095,000 face value of bonds of the 
Pennsylvania licensee, the proceeds from the sale of which were 
used by that company, in March 1926, to obtain control of the Mary- 
land licensee. In this connection, this Commission, in its order of 
February 27, 1926,7! approving the sale of the first mortgage bonds 
and other securities of the Pennsylvania licensee, to provide funds 
for construction, provided inter alia: 

... That such proceeds may be used .. . for paying for the aforesaid stocks 
of the Susquehanna Power Co... . in such amount as shall be included under 


the provisions of said license in the actual legitimate cost of said initial Cono- 
wingo project for the property represented by such stocks. 


Under exception No. 1, supra, it was shown that The Susquehanna 
Power Company made claim for $4,797,885.36 as the cost of the 
property it received in exchange for the issuance of its capital stock 
and the assumption of $150,000 of first mortgage bonds of a pre- 
decessor company. Of the total claimed, we have allowed $742,066.69 
as proper project costs and disallowed $4,055,818.67. Although the 
Pennsylvania licensee was authorized to use a portion of the pro- 
ceeds from the sale of its securities to purchase the capital stock of 
the Maryland licensee, in March 1926, from a third person, the cost 
of said stock to the Pennsylvania licensee bears no relation what- 
soever to the cost to the Maryland licensee of the project property 
it acquired as a result of the issuance of its stock, the major portion 


"4 Sixth annual report of this Commission, pp. 104-116. 
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of which was issued in May 1922. The interest, discount and ex- 
pense on the bonds, the proceeds from the sale of which the Penn- 
sylvania licensee used to acquire the stock of The Susquehanna 
Power Company cannot be accepted, as such as interest applicable 
to pre-license project costs. 

Of the total claimed pre-license cost, exclusive of interest and a 
deduction for the value of non-project land, of $7,072,809,22, we 
allow $2,396,287.03 as proper project costs and disallow $4,676,522.19. 
Licensees, therefore, are entitled to interest during the period from 
August 1, 1923 to June 30, 1928, on these approved project costs. 
The record is clear that the prevailing rate of interest paid by 
licensees during the pre-license period was 6 per cent per annum. 
We therefore find that licensees are equitably entitled to interest on 
approved expenditures applicable to the pre-license period from 
August 1, 1923 to June 30, 1928, both inclusive, at the rate of 6 per 
cent per annum, computed monthly upon the accumulated total of 
such net approved costs, other than interest, as of the first day of 
each month, plus one-half of the net approved costs, other than in- 
terest, for the month of computation.7? 

On the foregoing basis, in lieu of the $923,690.67 of claimed in- 
terest expense, applicable to the pre-license period, we find and 
allow $536,130.01 as the proper interest on the net approved pre- 
license project costs of $2,396,287.03. 

Interest applicable to post-license costs.—The total interest ex- 
pense shown in the summary on page 148 as being applicable to the 
claimed post-license cost is $3,875,104.82, made up of: (a) $3,974,- 
146.06 of interest, discount and expense on bonds; (b) $595,000 of 
interest on preferred stock installments; (c) $250,805.60 of interest 
on cash advances, less (d) $864,876.64 of interest received from vari- 
ous sources, and (e) $79,970.70 of interest assigned as applicable to 
pre-license claimed costs. 

Post-license funds were provided through the sale of $36,000,000 
principal amount of 514% first mortgage bonds and $12,000,000 
par value of 8% cumulative preferred stock of Philadelphia Electric 
Power Company (Pennsylvania licensee) and cash advances from 
The Philadelphia Electric Company. The bonds were sold to Drexel 
& Co. in advance of construction at 9514% of face value and ac- 
crued interest. Concurrently with the sale of the bonds, the pre- 

"For example: Approved pre-license costs incurred prior to August 1, 1923, total 
$999,497.71; approved costs incurred in August 1923 total $18,696.16. Therefore, $999.- 


497.71 + $9,348.08 (%4 of $18,696.16) = $1,008,845.79, which sum “multiplied by 
005 = $5,044.23, the interest for August 1923. 
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ferred stock was subscribed by the stockholders of The Philadelphia 
Electric Company at par and paid for in ten (10) installments, 
the first one being received by licensees on April 15, 1926. Phila- 
delphia Electric Power Company paid interest at the rate of 6% 
per annum on the installments and on cash advances from The 
Philadelphia Electric Company. Licensees received interest at the 
rate of 3% per annum on funds deposited with the bond trustee, 
other banks and from contractors. 

With respect to the preferred stock installments, we disallow 
$75,000 of net interest on the first three installments, for the reason 
that these installments ($1,200,000 each) were received on April 15, 
1926, September 15, 1926, and January 15, 1927, respectively, where- 
as the record shows that there was no imminent need for these 
funds prior to May 15, 1927, as the proceeds from the sale of the 
bonds were not exhausted until July 1927. The $75,000 disallowed 
represents the difference between the 6% interest paid to subscribers 
and the 3% interest received from the bond trustee, with whom the 
funds were deposited, and is thus interest at the rate of 3% per 
annum on these installments from date of receipt to May 15, 1927. 

Elimination of the foregoing item leaves $3,800,104.32 for con- 
sideration. Of the claimed post-license expenditures (exclusive of in- 
terest) of $43,771,047.18, we allow $42,049,004.55, or 96.0658%, and 
disallow $524,929.63, or 1.1993%, and reserve $1,197,113.00, or 
2.7349%, for future disposition. We therefore find that 96.0658% 
of $3,800,104.32, or $3,650,600.62, is the proper interest expense ap- 
plicable to allowed post-license costs and that 2.7349%, or $103,- 
929.05, is the amount of interest applicable to items reserved for 
future disposition. 

In accordance with the foregoing, we dispose of the claimed in- 
terest during construction as follows: The amount of pre-license in- 
terest covered by exception No. 26 as increased from $94,207.56 to 
$536,130.01; we reject the credit of $2,059.71 covered by exception 
No. 145 and of the $4,105,626.04 of claimed post-license interest 
covered by exception No. 146, we allow $3,650,600.62 thereof as proj- 
ect cost, disallow $351,096.37, and reserve $103,929.05 for future 
disposition. . 


EXCEPTIONS NOT PROTESTED 


Exception No. 2—Duplicate cash payments of items included in 
undistributed fixed capital which was paid for in capital stock by 
The Susquehanna Power Company—$11,909.44. Exception No. 10— 
Salary of H. R. Kimball, Engineer—$1,650. Salary and expenses of 


679357—46—13 
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H. A. Schwennessen, Engineer—$873. Exception No. 16—Inventory 
expenses—Delta Electric Power Company—$100.87. Exception No. 
17—Ezxpenses of acquisition—capital stocks of Delta Electric Power 
Company and Delta Water Power Company—$256.40. Exception No, 
18—Delta-Holtwood Transmission line (non-project )—$899.455. Ea- 
ception No. 20—Income tax expense—The Susquehanna Properties 
Company—$85. Exception No. 23—Unsupported charges and errors 
—$562.40.—During the hearing licensees withdrew their protests to 
the above exceptions. Upon the record it is concluded that the 
claimed costs represented thereby, totalling $16,336.66 do not repre- 
sent actual legitimate original cost and the total is therefore dis- 
allowed. 


EXCEPTIONS WITHDRAWN BY COMMISSION’S COUNSEL 


Exception No, 7-A—Legal, traveling and miscellaneous ex penses— 
$3,647.20. Exception No. 11-A—Traveling expenses, general officers 
and clerks—$3,980.43. Exception No. 138—Organization expenses— 
$88,082.31.—The above exceptions were withdrawn by Commission’s 
counsel during the course of the hearing. It is concluded that the 
claimed costs involved represent proper project cost and their total, 
$95,709.94, is therefore allowed. 


EXCEPTIONS SUMMARILY ALLOWED 


Exception No. 27-A—Proceeds from sale of buildings, farm pro- 
duce and miscellaneous material (credit )—( $2,759.66 ). Exception No. 
125 — Post-license services and expenses — Jackson & Moreland — 
$2,205.49. Exception No. 127—The Susquehanna Power Company— 
New York engineering charges—$377.68. Exception No. 131—In- 
surance on bond—United Gas and Electric Engineering Corporation 
—$11.66—The amount of the credit suspended in exception No. 
27-A is approved. The amounts suspended in exceptions Nos. 125, 
127 and 131 are found to be proper project cost and are allowed. 


CREDIT FOR POWER GENERATED DURING CONSTRUCTION 


In their statement of claimed cost the licensees failed to set up 
any credit to project cost for electric energy generated by the pro- 
ject during the construction period. Prior to and including June 30, 
1928, which date we have found and allowed as the end of the con- 
struction period, the project generated 417,751,570 kwh, of which 
377,125,943 kwh were taken into the system of the licensee’s parent, 
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The Philadelphia Electric Company. The record shows that one- 
half of such energy would have been generated at The Philadelphia 
Electric Company’s Richmond steam station at an average fuel cost 
of 3.27 mills per kwh and the other half would have been generated 
at the company’s Chester and Delaware stations at a fuel cost of 
2.46 mills and 3.26 mills per kwh, respectively. 

On the basis of a weighted average fuel cost of 2.8625 mills per 
kwh, The Philadelphia Electric Company saved $1,079,523.01 by ob- 
taining the 377,125,943 kwh from the project during the construc- 
tion period. Adding to that amount, the $29,996.02 which the li- 
censees received from the Pennsylvania Power & Light Co. for the 
37,169,800 kwh of test energy from the project which the latter 
purchased,73 gives a gross credit of $1,109,519.03. 

Deducting the $71,498.76 of operating expenses incurred by the 
licensees in generating such energy leaves a net credit to project 
cost of $1,038,020.27 which we require to be made. 


CONCLUSION 


In accordance with the foregoing, we find and dispose of licensees’ 
claimed cost of $54,866,625.57 by allowing $47,432,546.09; disallow- 
ing $6,133,037.43 and reserving for future disposition $1,301,042.05, 
as more fully set out in Table A which is appended hereto and made 
a part hereof. 

We further find that the amount of $47,432,546.09 thus allowed 
represents actual legitimate original cost, as of December 31, 1932, 
of the Initial Conowingo Project. 


An appropriate order will issue in accordance with this opinion. 
LeLanp OLbs. 
Craupe L. Draper. 
Bast MANLY. 
Netson Lee SMrru. 


The remaining 3,455,827 kwh which the project generated were used by licensees 
or absorbed by transmission line losses. 
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THE SUSQUEHANNA POWER COMPANY, ET AL. 


Order determining actual legitimate original cost 
and prescribing accounting therefor 


The Susquehanna Power Company, and Philadelphia 
Electric Power Company 


(Project No. 405) 


Upon consideration of the matters of record with respect. to the 
actual legitimate original cost of project No. 405, The Susquehanna 
Power Company and Philadelphia Electric Power Company, licen- 
sees, as of December 31, 1932; and having on this date made and 
entered its opinion in this matter, which is hereby referred to and 
made a part hereof by reference; and 

It appearing to the Commission that : 

The licensees, in their initial cost statement, filed with the Com- 
mission on March 1, 1934, claimed $54,866,625.57 as the actual 
legitimate original cost of this project as of December 31, 1932; 

The Commission finds and determines that: 

(1) The record in this proceeding is inadequate for the disposi- 
tion of the items totaling $1,301,042.05, which is the total of the 
amounts listed in column (4) under the heading “Reserved” in the 
tabulation appended to the opinion, designated Table “A,” and said 
amounts are reserved for future disposition by the Commission; 

(2) The amounts totaling $47,432,546.09, listed in column (5) 
under the heading “Allowed” in said Table “A,” are a part of the 
actual legitimate original cost of this project as of December 31, 
1932, and said amounts totaling $47,432,546.09 are allowed; 

(3) The amounts totaling $6,133,037.43, listed in column (6) 
under the heading “Disallowed” in said Table “A,” do not constitute 
part of the actual legitimate original cost of this project as of 
December 31, 1932, and said amounts totaling $6,133,037.43 are dis- 
allowed; 

The Commission orders that : 

(A) The licensees establish and maintain contro] accounts with 
reference to this project showing a total debit: balance in their plant 
accounts of $47,432,546.09 (being the total of the amounts listed in 
column (5) under the heading “Allowed” in said Table “A”) as 
actual legitimate original cost of this project as of December 31, 
1932; 

(B) The licensees establish and maintain subsidiary accounts 
showing and substantiating all entries in such control accounts and 
classifying the total for plant in appropriate detail and in accordance 
with the provisions of the Commission’s Uniform System of Ac- 
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counts Prescribed for Public Utilities and Licensees, revised to De- 
cember 31, 1936; 

(C) The licensees remove from project plant accounts and trans- 
fer to Account No. 110, other physical property, the amounts totaling 
$46,961.44, listed in column (7) under the heading “Other physi- 
cal property” in said Table “A”; 

(D) The licensees remove from project plant accounts and trans- 
fer to Account No. 111.1, investments in securities of associated 
companies, on the books of Philadelphia Electric Power Company, 
Pennsylvania licensee, the amounts totaling $103,133.79, listed in 
column (8) under the heading of “P.E.P. Co. investment in secur- 
ities of The S.P. Co.” in said Table “A”; subject, however, to the 
reservation by the Commission of full jurisdiction and authority to 
determine the adjustments which should be made to the latter ac- 
count as a result of the disallowances made by this order of amounts 
claimed as project costs ; 

(E) The licensees remove from project plant accounts and charge 
to Account No. 223.2, accounts payable to associated companies, 
on the books of The Susquehanna Power Company, Maryland li- 
censee, the amount of $380,000, listed in column (9) under the head- 
ing “Accounts payable to associated companies” in said Table “A”; 

(F) The licensees remove from project plant accounts and charge 
to Account No. 271, earned surplus, the amounts totaling $5,602,- 
942.20, listed in column (10) in said Table “A”; provided, however, 
the amounts marked by an asterisk in said column (10), totaling 
$4,372,263.67, may be charged to Account No. 270, capital surplus, 
if a capital surplus is properly created for that purpose; 

(G) A further hearing be held on a date to be set by the Com- 
mission with respect to the portions of the claimed cost totaling 
$1,301,042.05 (including applicable interest, and being the total of 
the items in column (4) of said Table “A”) incident to the con- 
struction of a second-track road-bed for the Pennsylvania Railroad 
in connection with the relocation of a portion of the Columbia and 
Port Deposit Branch of said railroad in the area of the project 
reservoir ; 

(H) Within sixty (60) days of service of this order, licensees 
comply with this order and submit to the Commission certified 
copies of their entries showing such compliance. 
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In THE MATTERS OF 


HOPE NATURAL GAS COMPANY 


NEW YORK STATE NATURAL GAS CORPORATION 
THE MANUFACTURERS LIGHT AND HEAT COMPANY 


AND MANUFACTURERS GAS COMPANY 
UNITED FUEL GAS COMPANY 
HOME GAS COMPANY 


Applications for Certificates of Public Convenience 
and Necessity on Further Hearing 


G-507, G-508, G-510, G-516, and G-519 
(Decided July 22, 1944) 


Syllabus 


. On further hearing to determine whether, in addition to Consolidated 


project heretofore authorized (supra p. 59), public convenience and 
necessity require installation and operation of the Columbia project, 
certificates of public convenience and necessity issued to applicants 
for Columbia project on showing construction required within the 
near future to insure adequate service to present customers, more 
efficient operation of the system independently of need for additional 
eapacity, additional requirements of one of applicants can be more 
economically supplied by its affiliates in Columbia system than by 
Consolidated system, undue burden would be placed upon customers 
of Home and United Natural Companies if these companies were 
now compelled to purchase gas from Consolidated system subsidiaries 
on the terms proposed rather than from Columbia subsidiaries, and 
expressed opinion of War Production Board and New York Public 
Service Commission that Columbia project should be authorized in 
view of requirements of war industries and other consumers in the 
area to be served. P. 162. 


2. Objection of intervening gas company (Godfrey L. Cabot, Inc.) to pro- 


posed sale of gas by one of applicants (Home) to a present customer 
of intervener (Producers Gas Company), sustained, as intervener’s 
proferred contract was substantially similar, intervener has been 
serving this customer since 1986, such service constituting 40% of its 
business in the area, and loss of this business would have a prob- 
able serious adverse effect on intervener’s ability to serve its other 
eustomers at reasonable rates. P. 164. 


Appearances as heretofore noted in first opinion in this matter, supra, 


P. 60. 
161 



























































162 





FEDERAL POWER COMMISSION 


By THE CoMMISSION : 
OPINIon 


On April 26, 1944, by our opinion and accompanying order in these 
proceedings, supra, p. 59, we issued to Hope Natural Gas Company! 
and New York State Natural Gas Corporation,’ subsidiaries of Con- 
solidated Natural Gas Company, certificates of public convenience 
and necessity pursuant to section 7 of the Natural Gas Act, as 
amended, authorizing the construction and operation of the “Con- 
solidated project.” Decision was reserved on the application of the 
Columbia subsidiaries, United Fuel Gas Company, The Manufac- 
turers Light and Heat Company, Manufacturers Gas Company and 
Home Gas Company pending further htaring with respect to the 
necessity for the “Columbia project.” 

After appropriate notice to interested persons, public hearings 
in the reopened proceedings were held from May 16 to 18, 1944, 
inclusive. Briefs have been filed by counsel. 


ADDITIONAL EVIDENCE AS TO NECESSITY 
FOR THE COLUMBIA PROJECT 


At the reopened hearing the Columbia applicants presented fur- 
ther evidence with respect to why, in addition to the Consolidated 
project heretofore authorized, the public convenience and necessity 
require the installation and operation of the Columbia project fa- 
cilities. 

This evidence shows, among other things, that the installation 
of a substantial portion of the proposed facilities is required to ade- 
quately maintain existing service. The looping proposed by Manu- 
facturers Light and Heat is part of a program commenced a few 
years ago to reinforce its partially looped main transmission line, 
originally laid in 1905. Such looping is deemed necessary in the in- 
terest of safety and continuity of service. The testimony is uncon- 
tradicted that such construction would in any event be required 
within the near future to insure adequate service to present cus- 
tomers. 


1 Hereinafter called “Hope.” 

? Hereinafter called “New York State Company.” 

*This project consists of the installation of two additional gas compressor units 
aggregating 4,000-horsepower, together with appurtenant facilities, at Hope’s Hastings 
station in West Virginia, and the construction of approximately 145 miles of 12%-inch 
natural-gas transmission pipe line extending from that station in a northeasterly di 
rection to connect at a point near Pew Station, Pennsylvania, with the existing pipe 
line system operated by New York State Company. 

*This project consists principally of main line loops, relocation and installation of 
gas compressor units, dehydration plant additions and enlargements, and the acquisi- 
tion of a pipe line, as more fully described in footnote No. 11 in our prior opinion. 
supra, p. 59, 62. 
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With regard to the necessity for Home Gas Company to acquire 
the 10.05 miles of 6-inch pipe line from Producers Gas Company 
and to install a 160-horsepower compressor unit and appurtenances 
at Wellsville station, the testimony is clear that such facilities are 
required for the more efficient operation of the system independently 
of the need for additional capacity. The Wellsville station is 
presently operated without adequate stand-by facilities, and the Pro- 
ducers’ line is required for greater flexibility of operation. 

As hereinafter concluded, the additional requirements of Home 
can be more economically supplied by its affiliates within the Colum- 
bia system than by the Consolidated system. It is evident that the 
installations proposed by United Fuel Gas Company are necessary 
to deliver such additional quantities of gas to Home. 

The balance of the facilities sought to be installed by the Colum- 
bia subsidiaries® are principally related to supplying the require- 
ments of United Natural Gas Company under a proposed contract 
calling for maximum daily and annual deliveries of 10,000 M.c.f. 
and 3,160,000 M.c.f., respectively. Although, concededly, the Con- 
solidated project has sufficient capacity to supply these requirements, 
in our prior opinion we expressed concern regarding Consolidated’s 
higher proposed rates for the service and, therefore, required its 
subsidiaries, Hope and New York State Company, to show cause at 


the reopened hearing why they should not substantially meet the 


terms of the contract of the Columbia subsidiaries for the same 
service. 


ADDITIONAL EVIDENCE AS TO PROPOSED RATES 


At the further hearing, New York State Company offered to 
meet substantially all the terms of the Columbia contract for sale 
of gas to United Natural, except as to price. It proposed to revise 
the previously tendered rate of 35 cents per M.c.f. downward to 
331% cents. This price, however, when placed on a comparable pres- 
sure basis of measurement becomes 34.17 cents per M.c.f. as against 
Columbia’s 3214 cents, a higher cost of 1.67 cents per M.c.f. or 
$52,772 per year to United Natural. Moreover, the testimony shows 
that United Natural would have to construct approximately 43 
miles of transmission line at a cost of $989,000 in order to utilize 
advantageously Consolidated’s gas. To accomplish the same result 
only 371% miles of pipe line would be required, at a cost of $852,307, 
to take gas from Columbia. 

The disparity between the Consolidated and Columbia proposed 
rates to Home is even greater. New York State Company offered 


‘Except for the proposed additional 700-horsepower compressor unit to be installed 


at Manufacturers Gas Company’s Iowa station, which is required to meet Home's ad- 
ditional demands. 
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to deliver gas to Home at either Big Flats, New York, at 45 cents 
per M.c.f. or at Truittsburg, Pennsylvania, at 3314 cents. The 
proposal to deliver gas at Big Flats is concededly impracticable. 
The proffered rate at Truittsburg would result in a cost of gas de- 
livered into the Home system of approximately 38.1 cents per 
M.c.f. as compared with 31.67 cents by Columbia. This would re- 
sult in an increased cost to Home of 6.43 cents per M.c.f. or $117,- 
348 per year. 

New York State Company, moreover, presented exhibits and testi- 
mony purporting to show that it could not sell gas to Home or 
United Natural at rates other than those tendered. In these cir- 
cumstances, it seems clear that an undue burden would be placed 
upon the customers of Home and United Natural if these com- 
panies were now compelled to purchase gas from New York State 
Company on the terms proposed rather than from the Columbia 
subsidiaries. 

Additionally, it is noted that the War Production Board® and 
the New York Public Service Commission? have expressed the 
opinion that we should authorize the construction of the Columbia 
project in view of the requirements of war industries and other con- 
sumers in the area to be served. 


THE PROPOSED SERVICE TO PRODUCERS GAS COMPANY 


In our opinion, supra, p. 69, we also reserved decision on the issue 
presented by the petition of intervener, Godfrey L. Cabot, Inc., op- 
posing the proposed sale of gas by Home to Cabot’s present cus- 
tomer, Producers Gas Company, pending the further hearing. 

At the reopened hearing Cabot presented in evidence a proposed 
contract offering to sell gas to Producers at 43 cents per M.c.f., the 
same rate contained in Home’s contract with Producers. In other 
respects the proffered contracts are substantially similar. 

Cabot has been serving Producers since 1936. This sale con- 
stitutes approximately 40 per cent of Cabot’s present natural gas 


¢The War Production Board stated, in part: 

“In short, in terms of essentiality, the construction proposed for the Columbia sys- 
tem falls into two parts: the part south off Ellwood City is, in the judgment of the 
War Production Board, important to the war effort, and we strongly recommend its 
approval; the part north and east of Ellwood City, in view of the small cost in ma- 
terials and the protection it would give against contingencies, has value to the war 
effort sufficient to justify issuance of priorities, but it is not of the same urgency as 
the part to the south.” 

™The New York Public Service Commission stated, in part: 

“It is the opinion of this Commission that the interests of consumers in New York 
State will best be served by the existence of two separate and distinct transmission 
lines of large capacity. The advantages in case of interruption of service through one 
line are obvious. Even though the remaining line were not of sufficient capacity to 
insure full service throughout the territory, it would enable the more essential por- 
tions of the service to be continued without interruption.” 
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business in this area. The loss of this sale looms as a serious threat 
to Cabot’s ability to serve its other customers at reasonable rates. 
Since the record does not establish that the public convenience and 
necessity require Producers to purchase its gas supply from Home 
rather than from Cabot, and because of the probable adverse effect 
upon Cabot’s other customers if such change in service were made, 
we conclude that Cabot should continue to serve Producers. At the 
further hearing some question was raised by Home as to the ability 
of Cabot to adequately meet the requirements of Producers. The 
record discloses, however, that since January 9, 1944, when Cabot 
began to receive emergency gas from New York State Company, it 
has been meeting Producers’ requirements satisfactorily. Cabot has 
entered into a 20-year contract with New York State Company for 
an adequate gas supply for that period. If in the future, however, 
it should develop that Cabot is unable or unwilling to supply prop- 
erly the requirements of Producers, appropriate application may be 
made to the Commission for such action as may be necessary. Ac- 
cordingly we will deny the application of Home to make the pro- 
posed sale of gas to Producers. 


CONCLUSION 


Upon the entire record we find that the public convenience and 


necessity require the construction, operation and acquisition of the fa- 
cilities for which applications have been made in docket Nos. G-510, 
G-516 and G-519, which have been collectively referred to as the 
“Columbia project.” 

We further find that the public convenience and necessity require 
the proposed sale of natural gas by The Manufacturers Light and 
Heat Company to United Natural Gas Company; the proposed sale 
of additional gas by United Fuel Gas Company to Home Gas Com- 
pany; the proposed sale of gas by Home Gas Company to Empire 
Gas and Fuel Company, Ltd., subject, however, to the conditions 
contained in the order accompanying this opinion that, until further 
order of the Commission, the sales of natural gas (1) by the Manu- 
facturers Light and Heat Company to United Natural Gas Com- 
pany shall not exceed the maximum annual quantities set forth in 
the contract between these companies; (2) by United Fuel to Home 
shall not exceed 5,100,000 M.c.f. per year;$ and (3) by Home to 
Empire Gas and Fuel Company, Ltd. shall not exceed the maxi- 
mum annual quantities set forth in the contract between these com- 


8’ This represents the volume of gas purchased by Home from United Fuel during the 
year 1943, to which has been added the quantities which Home estimates will be neces- 
sary to meet the demands of present resale customers to supply the requirements of 
Empire Gas and Fuel Company, Ltd., under the proposed contract, and to offset the 
anticipated decline in the volume of natural gas available to Home from other sources. 
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panies. These restrictions are similar to those which we imposed 
on the Consolidated project in our opinion supra, p. 69, in the in- 
terest of conservation of the available natural-gas resources. 

By authorizing both the Consolidated and Columbia projects, we 
have provided for ample facilities to adequately serve the affected 
area; and by limiting the sales of gas therefrom we have not in- 
creased the volumes which otherwise ‘would be delivered if only 
the Consolidated project were authorized. 

An appropriate order will be entered issuing certificates of pub- 
lic convenience and necessity in accordance with this opinion. 

Bastz Manty. 
Joun W. Scorr. 
Netson Lee Situ. 


Order issuing certificates of public convenience and necessity 


Hope Natural Gas Company; New York State Natural Gas 
Corporation ; The Manufacturers Light and Heat Company, 
and Manufacturers Gas Company ; United Fuel Gas 
Company; Home Gas Company 


(G-507, G-508, G-510, G-516, G-519) 


Upon consideration of the entire record herein, the briefs filed by 
counsel, the Commission’s previous opinion in these proceedings and 
accompanying “Order Issuing Certificates of Public Convenience 
and Necessity, Reopening Hearing and Setting Date Thereof” en- 
tered April 26, 1944, supra, p. 59, the Commission this day having 
adopted its opinion in this matter, which is referred to and made a 
part hereof by reference, finds that: 

(1) The construction and operation of facilities proposed by The 
Manufacturers Light and Heat Company, Manufacturers Gas Com- 
pany, United Fuel Gas Company and Home Gas Company are and 
will be required by the present and future public convenience and 
necessity, and certificates therefor should be issued as hereinafter 
ordered and conditioned ; 

(2) The sale of natural gas by The Manufacturers Light and 
Heat’ Company to United Natural Gas Company; the sale of addi- 
tional natural gas by United Fuel Gas Company to Home Gas Com- 
pany; and the sale of natural gas by Home Gas Company to Empire 
Gas and Fuel Company, Limited, are and will be required by the 
present and future public convenience and necessity, and certificates 
therefor should be issued as hereinafter ordered and conditioned; 

(3) Such applicants are able and willing properly to do the acts 
and perform the service proposed and to conform to the provisions 
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of the Natural Gas Act and the requirements, rules, and regulations 
of the Commission thereunder ; 

The Commission orders that : 

(A) A certificate of public convenience and necessity be and it 
is hereby issued authorizing The Manufacturers Light and Heat 
Company and Manufacturers Gas Company to construct and oper- 
ate their proposed facilities for the transportation and sale of natu- 
ral gas subject to the jurisdiction of the Commission, which are 
described in the Commission’s opinion swpra, p. 62, and more fully 
set forth in those companies’ joint application, as amended in docket 
No. G-510, and authorizing The Manufacturers Light and Heat Com- 
pany to make the proposed sale of natural gas to United Natu- 
ral Gas Company, upon the terms and conditions of this order; 

(B) A certificate of public convenience and necessity be and it is 
hereby issued authorizing United Fuel Gas Company to construct 
and operate its proposed facilities for the transportation and sale 
of natural gas subject to the jurisdiction of the Commission which 
are described in the Commission’s opinion supra, p. 62, and more 
fully set forth in that company’s amended application in docket 
No. G-516, upon the terms and conditions of this order; 

(C) A certificate of public convenience and necessity be and it is 
hereby issued authorizing Home Gas Company to acquire, con- 
struct, and operate the proposed facilities for the transportation 
and sale of natural gas subject to the jurisdiction of the Commis- 
sion which are described in the Commission’s opinion supra, p. 62, 
and more fully set forth in that company’s amended application in 
docket No. G-519, and authorizing Home Gas Company to make 
the proposed sale of natural gas to Empire Gas and Fuel Company, 
Limited, upon the terms and conditions of this order ; 

(D) The application of Home Gas Company, docket No. G-519, 
insofar as it seeks authorization for the sale of natural gas to Pro- 
ducers Gas Company, be and the same is hereby denied ; 

(E) Until further order of the Commission the sales of natural 
gas herein authorized shall be limited to the maximum annual quan- 
tities of natural gas set forth in the following tabulation: 


Annual Volume M.c. f. 


(1) ~— by The Manufacturers Light and Heat Company 
© United Natural Gas Company —~~.~~-~~.-~~-~-- --| 3,160,000 
(2) Sale = United Fuel Gas Company to Home Gas 


5,100,000 
365,000 


(F) The Manufacturers Light and Heat Company, Manufactur- 
ers Gas Company, United Fuel Gas Company and Home Gas Com- 
679357—46—14 


(3) Sale - 5 Gas Company to Empire Gas and Fuel) 
Company, Limited 
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pany shall commence the construction of the facilities herein au- 
thorized at the earliest practicable date after the issuance of this 
certificate and shall complete such construction not later than De- 
cember 31, 1944; 

(G) The Manufacturers Light and: Heat Company, Manufac- 
turers Gas Company, United Fuel Gas Company and Home Gas 
Company shall report to the Commission in writing, under oath, 
the completion date of the facilities herein authorized, and the date 
the same are put in operation; 

(H) The certificates granted hereby shall not be transferable and 
are without prejudice to the authority of this Commission or any 
other regulatory body with respect to rates, service, accounts, valua- 
tion, estimate or determination of cost, or any other matters whatso- 
ever now pending or which may come before this Commission or other 
regulatory body, ‘and nothing herein shall be construed as an acquie- 
scence by this Commission in any estimate or determination of cost 
or any valuation of property claimed or asserted ; 

(1) Nothing herein is to be construed as affecting in any manner 
the determination of the service area of The Manufacturers Light 
and Heat Company, Manufacturers Gas Company, United Fuel Gas 
Company and Home Gas Company or of any other natural-gas com- 
pany under section 7(f) of the Natural Gas Act; 

(J) The certificates granted hereby shall be effective as long as 
The Manufacturers Light and Heat Company, Manufacturers Gas 
Company, United Fuel Gas Company and Home Gas Company con- 
tinue the operations and acts hereby authorized in accordance with 
the provisions of the Natural Gas Act and any pertinent rules, regu- 
lations or orders heretofore or hereafter issued by the Commission ; 

(K) Nothing contained herein or in the Commission’s order of 
April 26, 1944, entered in these proceedings shail be construed as re- 
lieving applicants from the necessity of complying with any order, 
rule, regulation, or other requirement of the War Production Board; 

(L) Appropriate evidence of the issuance of these certificates 
shall be furnished to The Manufacturers Light and Heat Company, 
Manufacturers Gas Company, United Fuel Gas Company, and Home 
Gas Company. 


In THE MATTER OF 


SOUTHERN OHIO PUBLIC SERVICE COMPANY, 
LICENSEE 


On Application for Annual Licenses for Project No. 415, Ohio 
EP-415 
(Decided August 15, 1944) 


Syllabus 


1. Informal applications for annual licenses (renewals) for project lo- 
cated on lands of the United States along a navigable water of the 
United States denied since original annual license, in effect until 
May 1, 1930, and subsequent nine annual licenses, created no vested 
rights in applicant; the hydroelectric generating plant had deterior- 
ated and operation was wholly discontinued in May 1934; applicant 
had not used any water at the project site for ten years for the de- 
velopment of electric energy; no authorization was sought for actual 
operation and maintenance of any project works for the develop- 
ment of power; and the only purpose to be achieved by a license 
was to attempt to preserve so-called water rights at the project site. 
YP: If. 

2. Monopolization of rights of priority to a water power site on a navi- 
gable water of the United States is not in harmony with the intent 
of the Federal Power Act. P. 171. 


C. E. Moore for the applicant. 
Wallace H. Walker, Assistant General Counsel, Willard W. Gatch- 
ell, and Joseph E. Hayden for the Federal Power Commission. 


By THe ComMMISSION : 


Opinion 


This matter is before the Commission on informal applications 
filed by Southern Ohio Public Service Company, a corporation or- 
ganized under the laws of the State of Ohio, (hereinafter referred 
to as applicant) for annual licences for a water power project, 
designated as project No. 415-Ohio, situated on lands of the United 
States along the Muskingum River (a navigable water of the United 
States), only a few hundred feet downstream from United States 
Navigation Dam No. 10, at the City of Zanesville, in the County of 
Muskingum, Ohio. Within the power plant building, there is a 


169 








170 FEDERAL POWER COMMISSION 


steam electric generating plant as well as a hydro-electric generating 
plant. 

A Federal Power Commission license for the project was origin- 
ally issued on December 30, 1925, for a period ending May 1, 1930. 
The license was issued for the purpose of operating and maintain- 
ing the project works described in the license necessary or convenient 
for the development and improvement of navigation and for the de- 
velopment, transmission and utilization of power across, along, from, 
or in the Muskingum River. Upon termination of that license 
the Commission issued nine annual licenses, the last one expiring May 
1, 1939. On March 31, 1939, applicant filed an informal application 
for an annual license for the period ending May 1940, and on April 
27, 1940, it filed another informal application for annual license for 
the period to May 1941. In order to determine the physical condi- 
tion of the project works and whether there had been actual compli- 
ance of the applicant with the terms of the original license, the an- 
nual licenses, and the provisions of the Act, a hearing was held, after 


which briefs were filed by the applicant and by counsel for the Com- 
mission. 


HISTORY OF THE DEVELOPMENT 


The Muskingum River has been improved for navigation by con- 
struction of Dam No. 10 at Zanesville, Ohio, and a canal leading a 
mile or so downstream therefrom between Zane Island and the main- 
land. In addition to the plant of applicant, two other power devel- 
opments have been located on this canal, one by the Muskingum Cof- 
fin Company and the other by the Hook-Aston Milling Company. 
Disposition of the pending case is not affected by the latter two 
projects. 

The navigation improvement of the Muskingum River is not 
satisfactory and plans have been studied for many years for further 
improvement on more comprehensive lines. Until final plans are 
drawn, submitted to and authorized by Congress, it cannot be known 
what changes if any will be made at Dam No. 10 or in the canal from 
which project No. 415 formerly took water for its operation. This 
uncertainty over the navigation improvements was present at the 
time the license was originally issued and has been reflected since 
then in uncertainty in the power developments. Until plans for navi- 
gation improvement are finally approved by Congress, the power 
developers cannot know what expenditures would be justified for 
the utilization of water power created by the navigation works. 

The original license issued to applicant by the Commission expir- 
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ing May 1, 1930, was coterminus with certain leases which had been 
issued by the United States to applicant’s predecessors in interest 
for power development at Dam No. 10. It was definitely understood 
by the applicant and by the Commission that the license was to be a 
temporary license suitable for conditions at that time—a more com- 
prehensive development of the Muskingum River at some future 
date being contemplated. The original license created no vested rights 
in applicant and any other rights thereunder expired on May 1, 1930, 
It was likewise made clear to the applicant that the annual licenses 
subsequently issued were temporary licenses upon the same conditions 
as the original license, that they created no vested rights in applicant, 
and that all other rights thereunder expired when the term of each 
such license ended. 

At the time the license for project No. 415 was originally issued 
in 1925, the hydroelectric generating plant was not in the best of 
condition and continued to deteriorate as the years passed. A steam 
electric generating plant was located in the same building as the 
hydro plant, but in 1930 operation of the steam plant was discon- 
tinued. Operation of the hydroelectric plant was entirely discon- 
tinued in May 1934. The building itself is in need of repair before 
it can be used again, although the testimony differs as to the exact 
extent of the repairs necessary. At the time the original license was 
issued one of the five water wheels at the hydro plant was out of 
operation, and within about a year two other water wheels were 
completely out of service. From then on, until the operation of the 
plant was wholly discontinued in 1934, the generators were actually 
run by only one water wheel. 

While the hydro plant is not in operating condition and could not 
be placed in operating condition without practically complete re- 
habilitation, even witnesses for the applicant were undecided as to 
what course they would recommend with respect to its reconstruction. 
At no time has the applicant indicated its desire or intention either 
to place the hydro plant in presently operating condition or to op- 
erate it again pending further navigation improvement of the river. 
Even with the pressure of the war emergency, the applicant has not 
resorted to this project as a source of power. 

The only purpose to be achieved by applicant in securing a licetise 
for this unused project is to attempt to preserve so-called water 
rights at the project site. We have previously held that monopoliza- 
tion of rights of priority to a water power site on a navigable water 
of the United States is not in harmony with the intent of the Federal 
Power Act.! If the applicant had any water rights, they were for 


'Gasconade River Power Co., 1 F. P. C. 424; see also Empire District Electric Co., 
1 F. P. C. 212. 
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a limited term and arose solely under grants by the United States, 
not by reason of any “vesting” of rights through occupancy of these 
lands. Actually the applicant has not used any water for ten years 
for the development of electric energy at the site of project No. 415. 

Under all of these circumstances applicant has not shown that it is 
entitled to any license, annual or otherwise, particularly where it is 
not seeking authority for actual operation and maintenance of any 
project works for the development of power. 


DISPOSITION OF THE REMAINING PROJECT WORKS 


There remains one more matter to consider, the disposition of the 
project structures still remaining on lands of the United States. It is 
believed that such disposition should be made which will be fair and 
reasonable under the circumstances. As stated above, and as appli- 
cant admitted, the project works were not in a good state of repair 
when the license was issued, no major additions to the plant having 
been made subsequent to 1913. We believe that the ends of justice 
will be fully served by placing the applicant in status quo with re- 
spect to its rights in the project property. There is no evidence that 
any additions, either major or minor were made subsequent to the 
date of issuance of the original license. Therefore, applicant made 
no investment in the project property as a consequence of or in re- 
liance upon the license as issued. 

The leases issued by the United States, under which the project 
structures were constructed, provided for removal within 60 days 
from the expiration of the leases of all the buildings and machinery 
located on lands of the United States and restoration of such lands 
—as nearly as practicable—to their original condition. Under war 
conditions, however, it is believed equitable that applicant should be 
allowed 120 days from the date of its receipt of the order herewith 
to remove all buildings and machinery belonging to it, and be re- 
quired to restore the lands of the United States as nearly as possible 
to their original condition. 


CONCLUSION 


For the foregoing reasons, the applications of Southern Ohio 
Public Service Company for annual licenses should be denied. An 
appropriate order will be entered in conformity with this opinion. 

Bastz Man ty. 
Criaupe L. Draper. 
Joun W. Scorr. 
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SOUTHERN OHIO PUBLIC SERVICE CO., LICENSEE 


Order denying applications for annual licenses 
Southern Ohio Public Service Company 
(Project No. 415) 


Upon informal applications filed March 31, 1939, and April 
27, 1940, by Southern Ohio Public Service Company for annual 
licenses for project No. 415, located on the Muskingum River, Zanes- 
ville, Ohio; and 

Upon the findings of fact and for the reasons set forth in our 
opinion in this matter, adopted this date and incorporated here- 
in by reference, it is ordered that: 

(A) Said applications for annual licenses be and they are hereby 
denied ; 

(B) Applicant shall remove from the lands of the United States 
involved all buildings and machinery belonging to it and shall re- 
store such lands as nearly as practicable to their original condition 
within 120 days from the date of receipt of this order. 








6. 


~] 


In THE MATTERS OF 


GODFREY L. CABOT, INC., AND CABOT GAS 
CORPORATION 


Suspension of Proposed Increased Rates for the Sale of 
Natural Gas in Interstate Commerce 


G-523, G-529 
(Decided September 22, 1944) 


Syllabus 


. Operations during 1943 of natural-gas company do not provide a gatis- 


factory measure or guide for future rates, since sales and markets 
were limited by inability of applicants to supply the reasonable re- 
quirements of consumers in the area, because of their own dissipa- 
tion of an abundant supply of gas to reap quick profits. P. 180. 


. Although the local supply of natural gas available to applicants had 


become depleted, interstate gas from Texas, Commission found, would 
be available in the near future. P. 180. 

The fact that applicant’s supply contract is for a 20-year period is 
immaterial in a determination of amortization and depreciation, since 
interstate service cannot be abandoned except with the Commis- 
sion’s permission under section 7(b) of the Act, and there appears 
to be a reasonable assurance of a continuing supply of Texas gas for 
at least 30 years. P. 183. 

Increased rates not justified where, from evidence of record, the revenue 
available to applicants, at present rates, will be adequate to meet 
necessary expenses, including depreciation and amortization, and al- 
low a return of approximately 6% on the remaining investment. 
P. 184. 


. Natural gas companies are not guaranteed a recovery of investment and 


an annual return, over the years, upon an undertaking previously 
found by the Commission to be an improvident venture. P. 185. 

ixcessive costs for depreciation and return, resulting from excess ca- 
pacity neither used or useful in rendering present service, should not 
be saddled on domestic consumers. P. 185. 

Proposed increased rates for so-called emergency gas were not justified 
in the absence of evidence to show that on days applicant retained 
emergency gas its supply was inadequate for the requirements of its 
customers or why all such emergency gas so retained should be 
billed to the distributing companies without considering the require- 
ments of others equally dependent on applicant for their gas supply. 
P. 186. 


Charles G. Blakeslee and Fred C. Fernald for Godfrey L. Cabot, 
Inc., and: Cabot Gas Corporation. 
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Stanley M. Morley and Lambert McAllister for Federal Power 
Commission. 

David B. Landis for the Pavilion Natural Gas Company, in- 
tervener. 

Arnold H. Hirsch and Harry R. Booth for the Office of Price 
Administration, intervener. 

George D. Newton for the Villages of Geneseo, Leicester, Mt. 
Morris, Le Roy, Warsaw, and Perry, New York, interveners. 


By THE CoMMISSION : 
Oprnion 


In this proceeding Godfrey L. Cabot, Inc. (“Cabot, Inc.”) seeks 
to justify increased rates for natural gas supplied to its wholly- 
owned subsidiary, Cabot Gas Corporation (“Cabot Corp.”) and Pro- 
ducers Gas Company (“Producers”). Cabot Corp., in turn, seeks to 
justify increased rates to The Pavilion Natural Gas Company (“Pa- 
vilion”). 

Following-our suspension of these rate increases under section 4 
(e) of the Natural Gas Act, public hearings were held before our 
trial examiner in New York City on March 20-24, 1944. Concur- 
rent hearings were held by the New York Public Service Commis- 
sion with respect to the increases in Cabot Corp.’s rates to Pavilion.' 
The Villages of Leicester, Geneseo, Mt. Morris, Perry, Warsaw, and 
Le Roy, of New York State, the Office of Price Administration and 
Pavilion participated in the hearings as interveners. 


OPERATIONS OF CABOT, INC. AND CABOT CORP. 


Cabot, Inc. is a Massachusetts corporation, having its principal 
office in Boston, Massachusetts. It manufactures and sells carbon 
black and also produces, purchases, transports and sells natural gas 
in West Virginia, Pennsylvania, and New York. The gas utility 
business is conducted as two divisions or departments, viz., the West 
Virginia division and the New York-Pennsylvania division. 

The New York—Pennsylvania division, with which we are here 
primarily concerned, operates approximately 118.5 miles of pipe line, 
varying from 2 inches to 14 inches in diameter, located in Tioga and 
Potter Counties, Pennsylvania, and Steuben and Allegany Counties, 
New York. Such pipe line facilities connect directly with the 14- 
inch gas transmission line of Cabot Corp. at the New York—Penn- 
sylvania State line. 

Cabot Corp. is a New York corporation and a wholly-owned sub- 


‘By order of July 11, 1944, the New York Commission found that Cabot Corp., failed 
to justify such rate increases and denied the same. 
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sidiary of Cabot, Inc., from which it purchases all of its natural gas 
requirements. It owns a 14-inch pipe line which at the present time 
extends 74.75 miles from its connection with the pipe line facilities 
of Cabot, Inc., at the New York-Pennsylvania State line, to the 
southern boundary of Monroe County, New York.? 

At the present time Pavilion is the principal customer of Cabot 
Corp., the gas being delivered at Perry Center and York. Cabot 
Corp. also transports gas, for the account of Cabot, Inc., to Producers 
Gas Company and Empire Gas and Fuel Company. 

In previous cases involving Cabot, Inc. and Cabot Corp. we have 
found each to be a “natural-gas company” within the meaning of 
the Act. Jn the Matter of Cabot Gas Corp., 3 F. P. C. 75, 43 P. U. R. 
(N.S.) 182; In the Matter of Cabot Gas Corporation, docket No. 
G-251, order of July 14, 1942, 3 F. P. C. 759; In the Matters of God- 
frey L. Cabot, Inc. and Cabot Gas Corp., 3 F. P. C. 357, 47 P. U. R. 
(N.S.) 65; Zn the Matter of Cabot Gas Corp. and Godfrey L. Cabot, 
Ine., 3 F. P. C. 582, 51 P. U. R. (N.S.) 458. The present record 
shows that there has been no substantial change in such operations, 
and we find that both Cabot, Inc. and Cabot Corp. are “natural-gas 
companies” under the Act. 


THE RATE INCREASES 


Cabot, Inc. proposes to increase its rates to Cabot Corp. from 7c to 
25c per M.c.f., and the latter, in turn, proposes to increase its rates 
to Pavilion from 40c to 55c. These increases, based on 1943 sales, 
would have increased the gross revenues of Cabot, Inc. by $41,112.36 
and the gross revenues of Cabot Corp. by $30,177.45 
the net revenues of the latter of approximately $11,000. 

Cabot, Inc. also proposes an increased rate of 42c per M.c.f. for 
the supply of so-called emergency gas to Cabot Corp. and the latter 
in turn proposes to charge Pavilion 75c per M.c.f. for such emergency 
gas. Cabot, Inc. also proposes an increased rate of 42c per M.c.f. for 
so-called emergency gas supplied to Producers Gas Company as com- 
pared with an average price of 25c per M.c.f. charged Producers for 
gas regularly supplied. Such increases in rates for so-called emer- 
gency gas based on the volume of emergency gas claimed to have 
been delivered to these companies during January and February, 


1944, would increase the cost of gas to Pavilion by $3,268 and to 
Producers by $1,937. 





a decrease in 


? This pipe line formerly extended into the city of Rochester, New York, but in 1942, 
when gas was no longer available for large sales to Eastman Kodak Company and 
Rochester Gas and Electric Corporation, Cabot Corp., after approval by this Commis- 
sion, sold that portion of the pipe line (approximately 19.3 miles) north of the Mon- 


roe County line to Rochester Gas and Electric Company. In the Matter of Cabot Gas 
Corporation, 3 F. P. C. 75, 43 P. U. R. (N. 8.) 182. 
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The issue now before us is whether Cabot, Inc., and Cabot Corp., 
have sustained their statutory. burden of justifying these rate in- 
creases. In determining that issue it is appropriate to review briefly 
the history of this enterprise. 


HISTORY OF OPERATIONS 


On December 18, 1934, Cabot, Inc. was authorized to do business 
in Pennsylvania, but its authority with respect to the transportation 
and sale of gas was restricted to the transportation for its own op- 
erations and the sale of gas at the well mouth. However, in 1935 it 
commenced the solicitation of industrial customers, It obtained 
several such customers, some of which were then being supplied by 
other gas companies in the area. 

When Cabot, Inc. commenced construction of a line to serve one of 
North Penn Gas Company’s customers, the latter complained to the 
Pennsylvania Commission and the construction of the line was en- 
joined. North Penn Gas Co. v. Godfrey L. Cabot, Ine., (Pa. Comm.) 
15 P. U. R. (N.S.) 23 (1936). Cabot, Inc. then formed Service Gas 
Company and in January, 1936, the latter filed an application with 
the Pennsylvania Commission for authority to engage in the gas 
business in twenty-two Pennsylvania counties, including nineteen 
counties already being served by other natural gas companies. Four 
of these companies filed protests in the Pennsylvania Commission 
proceeding Re Service Gas Co., (Pa. Comm.) 15 P. U. R. (N.S.) 202 
(1936). 

Cabot, Inc. had purchased some gas wells in the Oriskany pool. 
Because of the migratory character of the gas in the porous Oriskany 
sands, from which other companies were taking gas, Cabot, Inc., 
through Service Gas Company, proposed to serve industrials in order 
to sell as much gas as possible and thereby recover a greater portion 
of gas in the area than it otherwise could. 

Cabot, Inc. proposed to supply gas to domestic customers only in- 
sofar as it was required to do so and it urged before the Pennsyl- 
vania Commission that it had to obtain a large industrial business 
in order to recoup its investment. This argument was rejected, the 
Commission stating that “We do not feel that protection of an in- 
vestment made under such circumstances should be the controlling 
end to be furthered by our action.” (pp. 204, 208). 

The Pennsylvania Commission also rejected the contention with 
respect to the public being entitled to “cheap gas” (pp. 205-206) : 


The argument made in support of the applications that the public is en- 
titled to cheap gas would be more persuasive if applicants intended to serve 
the general public. The terms of the applications negative such an intention. 
We perceive no valid reason why the general domestic and commercial public 
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should not be entitled to cheap gas, as well as the large industrial users. 
When asked why he did not desire domestic markets, Thomas I. Cabot re- 
plied, ““Because we can sell much more gas in a much shorter time and there 
must be an outlet for our gas.” This reason is obviously private and not 
public in character. It does not convince us that we should grant a certificate 
to serve only a portion of the public. 


The Pennsylvania Commission was convinced that Cabot, Inc., if 
permitted to do so, would deplete the Oriskany reserves as quickly as 
possible and then withdraw without any effort to continue gas ser- 
vice to the public. (pp. 206-207). 

The Pennsylvania Commission accordingly dismissed the Service 
Gas Company’s application on June 23, 1936. The complaint of 
North Penn Gas Company was sustained and Cabot, Inc. was re- 
quired to “forthwith cease and desist from the transportation and sale 
of natural gas to the public in the Commonwealth of Pennsylvania, 
until it shall have obtained a certificate of public convenience au- 
thorizing such transportation or sale.” (p. 24). 

The Pennsylvania Commission’s order was sustained by the Su- 
perior Court of Pennsylvania. Service Gas Co. v. Public Service 
Comm. 190 Atl, 653 (1937). In its opinion, the Court stated (p. 658) : 


Thomas D. Cabot, treasurer of Cabot [Godfrey L. Cabot, Inc.], and of the 
proposed Service Gas Company, testified that the intent was to undersell the 
present distributors of gas in so far as industrial consumers were concerned. 
It is not the function of the commission to expedite or assure substantial 
returns on a speculative venture. The basis of the action of the commission 
is the interest of the public as distinguished from the interest of the corpo- 
ration or individual making the application. * * * The record is replete with 
appellants’ declarations that they are interested primarily in the industrial 
users of gas, and only in such service to the general public as they may find 
it profitable, or be required, to render. * * * The acquisition of this indus- 
trial business by appellants, with the resulting loss of sales by protestants, 
would place inevitably a greater burden upon the domestic and other con- 
sumers served by the latter. [Italics supplied. ] 


In addition to the plan to operate in Pennsylvania, for which au- 
thority was denied, Cabot, Inc. proposed to transport and sell natural 
gas in New York. To conduct its New York operations, Cabot, Inc. 
organized Cabot Corp. The latter was to construct and operate ap- 
proximately 95 miles of 14-inch pipe line extending from a point of 
connection with Cabot, Inc.’s facilities at the Pennsylvania-New York 
State line to Rochester, New York. Cabot Corp. applied to the New 
York Commission for authority to construct such a line at about the 
same time Service Gas Company filed its application, subsequently 
denied, with the Pennsylvania Commission. Re Cabot Gas Corpora- 
tion, 16 P. U. R. (N.S.) 443 (1936). 

At the hearing on the application before the New York Commis- 
sion it was shown that, although Cabot Corp. proposed to make some 
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domestic sales, both directly and through sales to Pavilion for resale, 
the principal purpose of the line was to deliver large volumes of gas 
for boiler fuel in Rochester, New York. Prior to the construction of 
the line a three-year contract was made with Eastman Kodak Com- 
pany providing for the daily delivery of 25,000,000 cubic feet of gas 
for industrial use. This one sale comprised 65% of the total estimated 
sales by Cabot Corp. Furthermore, it was estimated that 90 to 95 
per cent of the initial sales “would be used for low grade industrial 
purposes, mostly boiler fuel.” (pp. 455-457, 475). In such proceed- 
ings, Godfrey L. Cabot testified that he expected very large profits, 
and that while he would have at least twenty years to amortize the 
line, his investment would be returned in “not less than three years 
and not more than five.” He further testified that the Oriskany gas 
“will last generations before it is all gone and that domestic con- 
sumers will be getting gas from Oriskany at least fifty years hence.” 
He added that, upon depletion of the natural gas, he intended that 
service to domestic consumers be continued with coke oven gas. 

The New York Commission authorized the construction of the 14- 
inch line by Cabot Corp. on September 23, 1936. In so doing the 
Commission indicated that while it considered the proposed large 
sale of gas for industrial purposes uneconomic, it was unable, be- 
cause of its limited authority, to effect proper conservation of this 
gas. Re Cabot Gas Corporation, 16 P. U. R. (N.S.) 443 (1936). 

From 1937 through 1939 the Cabot companies sold large volumes 
of natural gas for industrial purposes. In 1940 such sales were 
abruptly reduced, and no direct industrial sales were made after that 
year, because of the depleted gas supply. The industrial sales and 
total sales for both Cabot, Inc. and Cabot Corp. from 1937 through 
1943 were as follows :3 


Cabot, Inc. Cabot Corp. 





Industrial Total Industrial Total 
M.c.f. M.c.f. M.c.f. M.c.f. 





5,270,121 5,652,088 
6,006,652 7,461,535 
5,708,571 7,365,928 
124,467 897,657 
562,676 

330,005 

acetpaspeaseanian de 226,114 


17,109,811 22,496,003 


1 oe OIC 
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= 
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As above shown, the facilities of Cabot, Inc., in the New York- 
Pennsylvania area, as well as those of Cabot Corp. were designed 


* Industrial sales by Cabot, Inc., include sales to Cabot Corp., for resale for indus- 
trial use. However, industrial sales by Pavilion are not reflected in the industrial 
sales shown. 
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and constructed to provide capacity for the gathering and marketing 
of gas when flush production could be had. This is also reflected in 
the sales between 1937 and 1943. During the years 1937-1939, inclu- 
sive, Cabot, Inc. sold 30,380,414 M.c.f. of gas as compared with 4,- 
824,371 M.c.f. during the four-year period 1940-1943, inclusive. Sales 
by Cabot Corp. are even more striking in this regard. During the 
three-year period, 1937-1939, sales by Cabot Corp. totaled 20,479,551 
M.c.f., as compared with 2,016,452 M.c.f. for the four-year period 
1940-1943. During 1937-1939, the years of flush production, Cabot, 
Inc. produced and Cabot Corp. transported, via its 14-inch line, in 
excess of 50,000,000 cubic feet on peak days. Peak day deliveries via 
this line during 1943 were 1,206,000 cubic feet. 

At present Cabot, Inc. owns and operates 27 producing wells in 
this area. It purchases gas from 12 other producing wells. Its avail- 
able reserves of recoverable gas are problematical. In dockets Nos. 
G-406 and G-407, it was claimed that available reserves would be so 
depleted by June, 1943, that thereafter the continued supply of gas 
by Cabot Corp. to Pavilion would be impossible. In docket Nos. 
G-460 and G-461, it was claimed that gas was not available to meet 
the peak day requirements of Pavilion beyond October 1943. Pavil- 
ion was called upon and did cut its requirements to the bone by cur- 
tailing gas for house heating and otherwise. Actual production by 
Sabot, Inc. in 1942 and 1943 greatly exceeded such estimates, and 
Cabot, Inc. now comes forward with estimates of remaining avail- 
able gas ranging from 1,250,000 M.c.f. to 2,500,000 M.c.f. 

Regardless of what local gas is available for future operations, 
Cabot, Inc. and Cabot Corp. have whittled down the available supply 
of local gas to the vanishing point. Therein lies applicants’ present 
difficulty—too much plant, too little gas. Pavilion’s purchases in 
1940 were in excess of 400,000 M.c.f. But Pavilion was forced to cur- 
tail the use of gas in every way possible during subsequent years so 
that remaining requirements would not exceed the supply available 
from Cabot, Inc. and Cabot Corp. Pavilion’s purchases in 1943 were 
approximately 50% of its purchases in 1940. However, the Cabot 
companies deliberately created the situation which they now face. An 
abundant supply of gas was dissipated. Extravagant facilities were 
constructed to reap quick profits from flush production. 


FUTURE OPERATIONS OF CABOT, INC. AND CABOT CORP, 


Present operations by Cabot, Inc. and Cabot Corp. are but an 
interlude between the past and the future. Although the local supply 
of natural gas available to Cabot, Inc. and Cabot Corp. has become 
depleted, or nearly so, interstate gas from Texas will be available 
within the near future. This Commission, early in 1944, authorized 
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the construction of a pipe line from the Texas gas fields to the Ap- 
palachian area. Jn the Matter of Tennessee Gas and Transmission 
Co., 3 F. P. C. 442, 50 P. U. R. (N.S.) 199 and 3 F. P. C. 574. Re- 
lying upon such supply of natural gas, Cabot, Inc. on December 9, 
1943, entered into a contract with New York State Natural Gas Cor- 
portation providing for the supply of 592,750 M.c.f. of natural gas 
annually with maximum daily deliveries limited to 1,750 M.e.f. This 
is more than the total estimated requirements of Cabot, Inc., for the 
year 1944 and approximates 1943 requirements. 

This Texas gas, which will soon be available, plus local gas, as 
estimated by operating officials of Cabot, Inc., will make available 
to Cabot Inc. in excess of 1,000,000 M.c.f. of gas during 1945. Not 
since 1941 has Cabot, Inc. had an equal supply. 

Operations during 1943, therefore, do not provide a satisfactory 
measure or guide for future rates, since sales and markets were 
limited by the inability of the Cabot companies to supply the reason- 
able gas requirements of consumers in the area. As gas production 
recedes, costs remain relatively stable but sales decrease month by 
month. However, markets are not failing, and the situation as to 
supply will be materially altered when Texas gas becomes available. 


EXCESS OF REVENUE OVER OUT-OF-POCKET EXPENSES 


The combined earnings of Cabot, Inc. and Cabot Corp. for 1943 
were $72,944 in excess of out-of-pocket costs. The following state- 
ment of revenue and expenses is shown by the record: 


Cabot, Inc. Cabot Corp. 





Operating revenues___....._~~- aan . $127,088 $ 96,430 
Operating revenue deductions :_~ 
Operating expenses._.......-~- ‘ hoe 94,646 22,948 
I chante tncnimqnenepenasinchin nab nchstinitinwine . 92,157 61,119 
Amortization and depletion of 
op Ee eee ae 3,591 
BaNOG.« nap bis plete eshte lade en ih ladittatad bel Minrecnipases 10,990 19,812 
Exploration and development costs 1,988 
Loss on gas plant leased to others_._._......_----~~- 189 


203,561 103,879 


Net utility income (76,473) (7,449) 


Included in the revenues shown above is $17,560 of inter-company 
revenue and in the expenses, $1,572 of intercompany expense. A total 
of $156,866 for depreciation and depletion, which is not an out-of- 
pocket expense, is also included. By combining the revenues and 
expenses and eliminating intercompany charges and allowances for 
depreciation and depletion, the consolidated revenues of the two 
companies are found to exceed their consolidated out-of-pocket ex- 
penses by $72,944 as follows: 
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Inter-Company 














Cabot Cabot 
Ine. Corp. 
it a $127,088 $96,429 
Out-of-pocket expenses :___-__- 
Operating expenses___-__-_- 94,646 6,960 101,606 1,572 100,034 
BD Algal ieteien Lh kaise dl 10,990 19,812 30,802 |.-~...-.. 30,802 
Loss on gas plant 
leased to others_____-~~- | pb ee ER TPES Se B50 oi... 189 
Exploration and 
development costs. ~~~ 1,988 |._____ puto cele 1888 bu... 1,988 
eich minciadignk 107,813 26,772 — 134,585 1,572 133,013 
Excess of revenue over out- 
of-pocket expenses__..__~-~--. 19,275 69,657 88,932 15,988 72,944 





‘These totals include about $35,000 of administrative and general expenses much of 
which might be incurred in connection with the operations of Cabot, Inec., even though 
Pennsylvania-New York gas operations were abandoned. In this circumstance, these 
totals may be overstatements. 


The above statement does not include annual charges for depletion 
and depreciation nor an allowance for return. The amounts for these 
items are as follows: 








Depreciation Return | Total 
a I a $ 95,747 $31,481 $127,228 
IN i hab abated eel 61,119 25,713 86,832 
sits nsctenisen te eiebabatarecitianiaeel 156,866 57,194 








94 | 214,060 


A determination of the reasonableness of these claimed cost items 
for depreciation and return requires careful consideration of the 
utility plant to which they relate. The net depreciated cost of gas 
plant, at December 31, 1943, for Cabot, Inc. and Cabot Corp. was as 
follows: 










Depreciated 


Original cost original cost 


Depreciation 
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$1,199,121.50 
Cabot Corp 


1224,948. 856,847.70 
ebm pct wtehnanieh oe 2, . 2,055,969.20 


$433,656.87 
368,100.51 


801,757.38 








The above figures for Cabot Corp., however, include costs for 9.61 
miles of pipe line north of York station not used or useful in serving 
Pavilion. The original cost of this segment of line, depreciation re- 
lating thereto, and the remaining net cost, computed from figures 
of record, at December 31, 1943, were as follows: 












Original cost less 


Original cost accrued depreciation 


Accrued depreciation 





$151,366.47 $106,928, 27 $44,438.20 
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If, from the totals for such items representing investment of Cabot, 
Inc. and Cabot Corp. at December 31, 1943, the above items are de- 
ducted, the result will be: 


Original cost 
less accrued 


depreciation depreciation 


Total, Cabot, Inc., 


and Cabot Corp $2,857,726.58 $2,055,969.20 $801,757.38 
Less : 9.61 miles of 


Cabot Corp. line__..~~-- _|_____—-151,366.47 | 106,928.27 44,438.20 
~~ 3,706,360.11 ~~ F949,040.93 | 757,319.18 


Original cost |, ee | eel Accrued 


It is also clear that not all of the facilities of Cabot, Inc., for 
which costs are included in the above figures, are presently used and 
useful in supplying gas to Cabot Corp. and in turn to Pavilion. 
The record shows that the 8-inch line extending from the State line 
compressor station, where the 14-inch line of Cabot Corp. connects 
with facilities of Cabot, Inc., to Sanford station where Cabot, Inc. 
supplies gas to Producers Gas Company has no utility service in the 
supply of gas to Cabot Corp. for the use of Pavilion. Likewise lines 
in the Woodhull field and connecting transmission pipe lines to the 
Cabot, Inc. system are utilized to supply gas to Southern Tier Gas 
Company which in turn sells gas to the municipal distribution sys- 
tem in Bath, New York. The record shows that various other pipe 
lines and compressors likewise are not used and useful in serving 
Cabot Corp. and Pavilion. 

The New York-Pennsylvania division of Cabot, Inc. was organized 
in 1935, The record does not show what part of its existing facilities 
were placed in operation prior to 1937 when the 14-inch line of Cabot 
Corp. went into operation. A witness for Cabot, Inc. testified that 
the service life of the 14-inch line of Cabot Corp. would be its eco- 
nomic life measured by the length of the period during which gas 
would be available from Texas and not the structural life of the 
pipe itself. This witness, in submitting certain testimony and evi- 
dence, employed a 25-year life in figuring straight line depreciation. 

In the Matter of Tennessee Gas and Transmission Co., 3 F.P.C. 
574, we found that the gas reserves available for that company’s 
project “will have a life of at least 33 years, based on annual with- 
drawals at the rate of 75 per cent of the initial pipe line capacity.” 

Since this gas will be made available to Cabot, Inc., through its 
contract with New York State Natural Gas Corporation, there ap- 
pears to be a reasonable assurance of a continuing supply of Texas 
gas to Cabot, Inc., for at least 30 years. In this connection, the fact 
that Cabot, Inc.’s contract with New York State Natural Gas Cor- 
poration is for a 20-year period is immaterial, since interstate ser- 

679357—46—15 
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vice cannot be abandoned except with our permission under section 
7 (b) of the Act. 

If the remaining investment (original cost less accrued depreci- 
ation) at December 31, 1943, as shown by the books of Cabot, Inc. 
and Cabot Corp., is amortized over a 20-year period, the annual 
charge would be $37,865. If a 25-year period is used, the annual 
charge would be $30,293; and for a 30-year period, the annual charge 
would be $25,244. 

The excess of revenue over out-of-pocket expenses for 1943 has 
been shown to be $72,944. If from such excess there is deducted 
$37,866, annual allowance for depreciation and amortization on an 
assumed 20-year period, there remains $35,078 for return on $757,319, 
the depreciated original cost of property, per books, of Cabot, Inc. 
and Cabot Corp. This would provide an annual return of 4.63 per 
cent. If a 25-year period is employed, the revenue available on the 
basis of 1943 operations would be 5.63 per cent and if a 30-year period 
is used, the annual return would be 6.29 per cent. 

In this proceeding we are not called upon to determine what will 
be reasonable rates for an indefinite period in the future, but 
whether, on the basis of present operations, the increased rates are 
warranted. We have carefully considered the evidence of record 
and it appears clear that, at present rates, the revenue available to 
Cabot, Inc. and Cabot Corp. will be adequate to meet necessary ex- 
penses, including depreciation and amortization, and allow a return 
of approximately 6 per cent on the remaining investment. 

In determining such depreciation and amortization allowances and 
in figuring the rate of return, the remaining investment of Cabot, 
Inc. and Cabot Corp. has not been reduced by the elimination of 
costs representing property no longer used and useful in the public 
service. The Cabot companies failed to identify such property, or 
show its original cost, or the depreciation therein. They had that 
obligation. Moreover, no adjustment has been made to eliminate costs 
representing existing excess capacity of facilities. That such excess 
capacity has not been written off against flush production is clear 
from the record. 

Furthermore, the president of Pavilion testified that if the increase 
to Pavilion became effective it, in turn, would be forced to pass on to 
its customers the increase in cost of gas; that such an increase would 
inevitably result in a further reduction in the volume of sales. The 
increase to 55 cents per M.c.f. proposed by Cabot Corp. on sales to 
Pavilion, therefore, might provide even less revenue than the present 
rate of 40c. As the Supreme Court said in Florida v. United States, 
282 U.S. 194, 214: 
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The raising of rates does not necessarily increase revenue. It may in 
particular localities reduce revenue instead of increasing it, by discouraging 
patronage. 


Cabot, Inc. and Cabot Corp. are not guaranteed a recovery of in- 
vestment and an annual return, over the years, upon an undertaking 
which we found in our opinion, /n the Matter of Cabot Gas Corp., 
3 F. P. C. 75, 43 P. U. R. (N.S.) 182, to be “an improvident venture.” 
The facilities provided by Cabot, Inc. were part and parcel of the 
same undertaking. It was not the demands of the domestic con- 
sumers but the hope for large industrial sales which determined the 
size of the facilities provided. The companies do not contend that 
the excess capacity is either used or useful in rendering present ser- 
vice, and any attempt to saddle excessive costs for depreciation and 
return on the domestic consumers would be manifestly unfair and 
unreasonable. 

We also note that the spread between present rates charged Pro- 
ducers and Pavilion, for regular deliveries of gas, is 15¢ per M.c.f. 
(40ce—25c). For such gas it is proposed to increase the rate to Pa- 
vilion from 40¢ to 55¢ per M.c.f. The rate to Producers is to remain 
at 25c per M.c.f. Thus the spread would be increased to 30c per 
M.c.f. If the proposed rate to Pavilion were allowed to become ef- 
fective, the rate to Producers would be only 45% of the rate charged 


Pavilion. Neither Cabot, Inc. nor Cabot Corp. made any attempt to 
justify this apparent discrimination. 


INCREASE IN RATES FOR SO-CALLED EMERGENCY GAS 


Increased rates for so-called emergency gas, as proposed by Cabot, 
Inc. and Cabot Corp., are to apply to gas which Cabot, Inc. ob- 
tains from New York State Natural Gas Company under a co- 
operative arrangement effected by the War Production Board to 
enable Cabot, Inc. and Cabot Corp. to meet their peak requirements 
during the winter season of 1943-1944. 

The rate schedule filed by Cabot, Inc. recites the formula by which 
Cabot, Inc. is to determine the amount of so-called emergency gas 
to be charged to Producers and to Cabot Corp. at 42c¢ per M.c.f. The 
rate schedule filed by Cabot Corp., covering sales to Pavilion, pro- 
vides that all emergency gas thus apportioned to Cabot Corp. is to 
be billed to Pavilion at 75c per M.c.f. Under the arrangement, all 
emergency gas retained by Cabot, Inc. and not delivered to Penn 
York is billed to Producers and Pavilion, even though the amount 
so retained (1) was in excess of actual emergency requirements and 
(2) was utilized in serving other customers. 


















































186 FEDERAL POWER COMMISSION 


Cabot, Inc. and Cabot Corp. introduced evidence showing the 
amount of so-called emergency gas received from New York State 
Natural Gas Company and the amount of gas delivered to Penn 
York as well as the apportionment of retained gas between Pro- 
ducers and Pavilion. No evidence was submitted to show, (1) that 
on the days Cabot, Inc. retained emergency gas its supply was “in- 
adequate for the requirements of its customers” or (2) why all 
such emergency gas so retained by Cabot, Inc. should be billed to 
Producers and Pavilion without considering the requirements of 
others equally dependent on Cabot, Inc. for their gas supply. 

The rate of 75c per M.c.f. to Pavilion is made up of a charge of 
42c for so-called emergency gas purchased by Cabot Corp. from 
Cabot, Inc. plus a transportation charge of 33c. The maximum dis- 
tance such gas is transported is 65.14 miles and major deliveries are 
made to Pavilion at Perry Center only 55.27 miles north of the New 
York-Pennsylvania line. 

Producers pays 25c per M.c.f. regularly. It is proposed to charge 
Producers 42c per M.c.f. for so-called emergency gas, an increase of 
17c per M.c.f. The increase to Pavilion, as proposed, is from 40c to 
75c, an increase of 35c per M.c.f. Producers is to be charged exactly 
what Cabot, Inc. is scheduled to pay for the gas. Pavilion is to pay 
33c in addition to such cost. This difference has not been justified. In 
fact, no effort was made by Cabot, Inc. or Cabot Corp. to justify 
the difference beyond showing the mathematical derivation of the 
75¢ per M.c.f. proposed. 

The record also shows that Cabot Corp., in its telegram of Janu- 
ary 9, 1944, to Pavilion, stated that if increased rates proposed by 
Cabot, Inc. and Cabot Corp. became effective on January 12, 1944, 
the price of such emergency gas was to be 72c per M.c.f. Filed rate 
schedules, however, contain no such provision. In any event a 72c 
rate or a 75c rate, under the circumstances, is relatively the same. 
Neither rate has been justified. 


CONCLUSLON 


We have carefully considered the evidence relating to the pro- 
posed increase in rates, the briefs filed by the parties in interest, and 
conclude from the entire record that the increased rates, under sus- 
pension pursuant to our prior orders, have not been justified. 

An appropriate order will be issued. 

Basin Manty. 
Craupe L. Drarer. 
LeLanp Oxps. 
Newson Lee SMITH. 
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Order disallowing proposed increased rates 
Godfrey L. Cabot, Inc. and“Cabot Gas Corporation 
G-523, G-529 


Upon consideration of the record herein, and having on this date 
made and entered its opinion in this matter, which is made a part 
hereof by reference, 

The Commission finds that: 

(1) Godfrey L. Cabot, Ine. (Cabot, Ine.) and Cabot Gas Cor- 
poration (Cabot Corp.) are engaged in the transportation and sale 
of natural gas in interstate commerce for resale for ultimate public 
consumption and are natural-gas companies within the meaning of 
the Natural Gas Act; 

(2) Cabot, Inc.’s rates now in effect for the sale for resale of nat- 
ural gas to Cabot Corp. (Godfrey L. Cabot, Inc. rate schedule FPC 
No. 1 and supplement No. 8 thereto) and to Producers Gas Company 
(Godfrey L. Cabot, Inc. rate schedule FPC No. 5 and supplement 
No. 2 thereto) and Cabot Corp.’s rates now in effect for the sale for 
resale of natural gas to The Pavilion Natural Gas Company (Cabot 
Gas Corporation rate schedule FPC No. 1 and supplements Nos. 1, 
3 and 7 thereto) are subject to the jurisdiction of the Commission ; 

(3) The proposed increased rates, suspended by the Commission, 
for the sale for resale of natural gas by Cabot, Inc. to Cabot Corp. 
(supplements Nos. 9 and 10 to Godfrey L. Cabot, Inc. rate schedule 
FPC No. 1) and to Producers Gas Company (supplement No. 3 to 
Godfrey L. Cabot, Inc. rate schedule FPC No. 5) and Cabot Corp.’s 
proposed increased rates for the sale for resale of natural gas to The 
Pavilion Natural Gas Company (supplements Nos. 8 and 9 to Cabot 
Gas Corporation rate schedule FPC No. 1) are subject to the juris- 
dliction of the Commission ; 

(4) Cabot, Inc. and Cabot Corp. have failed to sustain the burden 
of proof imposed upon them by section 4 (e) of the Natural Gas Act 
to show that the proposed increased rates are just and reasonable; 

(5) The rates referred to in finding (2), above, should be retained 
in full force and effect unless otherwise ordered by the Commission, 
and the proposed increased rates referred to in finding (3), above, 
should be disallowed ; 

The Commission, therefore, orders that : 

(A) The rates referred to in finding (2), above, shall remain in 
full force and effect until further order of the Commission; 

(B) The proposed increased rates referred to in finding (3), 
above, be and they are hereby disallowed and shall not become 
effective. 
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In THE MATTERS OF 
WISCONSIN SOUTHERN GAS COMPANY 


Applications to Direct Extension of Facilities under 
Section 7 (a) of the Natural Gas Act and for a 
Certificate of Public Convenience and Necessity 


G-236, G-536 
(Decided October 3, 1944) 
Syllabus 


. Applications of natural-gas company, found to be engaged in the local 


distribution of artificial gas within the meaning of section 7(a) of 
the Natural Gas Act, for an order directing natural-gas company 
to extend its transportation facilities, establish physical connection 
with those of applicant and sell natural gas to applicant, and for 
certificate of public convenience and necessity, denied, P. 189. 


The Federal Power Commission had jurisdiction of application for a 


certificate of public convenience and necessity since the facilities 
proposed to be constructed were intended to be used for the trans- 
portation of natural gas in interstate commerce, and upon their com- 
pletion, applicant would be a “natural-gas company” within the 
meaning of the Act. P. 190. 


Under section 7(a) of the Natural Gas Act, providing that the Com- 


mission “may” by order “direct” a natural gas company to extend its 
service if such action is found to be “necessary or desirable in the 
public interest,” Congress vested in the Commission broad discretion 
in dealing with cases involving exercise of authority to require ex- 
tension and connection of facilities and rendition of additional serv- 
ice. P. 191, 


The Commission will not undertake to pass upon matter of State Law 


involving a question of construction of recently enacted provisions 
of Wisconsin Public Utilities Act which have not yet been passed 
upon by the State courts. P. 192. 


. Application for order directing the extension and physical intercon- 


nection of facilities pursuant to section 7(a) of the Natural Gas Act 
dismissed since Commission was unable to find that the requested 
action was “necessary or desirable in the public interest,” it appear- 
ing that applicant had not applied for or secured necessary approval 
from either State commission or largest municipality served by it 
for substitution of natural for manufactured gas as required by 
State statute above referred to passed subsequent to the original 
grant by the State commission of authority for the proposed pipe- 
line construction, especially since commission cannot compel local 
distribution of natural gas. P. 192. 


WISCONSIN SOUTHERN GAS COMPANY 


By THE CoMMISSION : 
OPINION 


The above-named company (“applicant”) seeks, in docket No. 
G-236, an order pursuant to section 7 (a) of the Natural Gas Act 
directing Natural Gas Pipeline Company! to extend its transporta- 
tion facilities, to establish physical connection of such facilities 
with those of applicant at the Illinois-Wisconsin State line near 
Genoa City, Wisconsin, and to sell natural gas to applicart for dis- 
tribution in southeastern Wisconsin. In docket No. G-536, a certifi- 
cate of public convenience and necessity is sought to authorize ap- 
plicant to construct and operate a 414-inch outside diameter natural- 
gas transmission line extending northward from such proposed con- 
nection for a distance of approximately 50,000 feet to applicant’s 
existing gas facilities at Lake Geneva, Wisconsin. 

Applicant is presently engaged in the manufacture of gas and its 
transportation and distribution to consumers in a number of munici- 
palities in Racine and Walworth Counties, Wisconsin, including 
Burlington, Lake Geneva, Williams Bay, Delavan and Elkhorn. The 
object of these applications is to enable applicant to substitute 
straight natural gas for the manufactured gas now being served to 
its consumers. 

These proceedings were consolidated for purposes of hearing, and 
after appropriate notice, hearings were held from May 11 to May 
15, 1944. Oral argument was heard on July 12 by the Commission 
sitting en banc. Numerous representatives of coal, railroad and labor 
interests, and the City of Milwaukee, intervened and opposed the 
applications. Interested State Commissions, including the Public 
Service Commission of Wisconsin, were invited to participate in the 
hearing, but none appeared. 


JURISDICTION 


The evidence clearly establishes our jurisdiction to entertain the 
applications. Pipeline Company transports natural gas from the 
Panhandle field in Texas, through Oklahoma, Kansas, Nebraska, 
and Iowa into Illinois, and is a “natural-gas company” within the 
meaning of the Natural Gas Act, as heretofore found by the Com- 
mission in Natural Gas Pipeline Co. of America, docket Nos. G—109 
and G-112, 2 F.P.C. 218,223, affirmed 315 U. S. 575. The evidence 
shows that applicant is engaged in the local distribution of artificial 
gas within the meaning of section 7 (a) of the Act; that the facilities 
which it proposes to construct are intended to be used for the trans- 
portation of natural gas in interstate commerce and that upon the 


’ Hereinafter referred to as “Pipeline Company.” 
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completion thereof applicant would be a “natural-gas company” 
within the meaning of the Act.? Thus, its proposed construction and 
operation are subject to sections 7 (c) and 7 (e) of the Act, as 
amended, requiring a certificate of public convenience and neces- 
sity.3 


SOURCE OF GAS 


Applicant manufactures its present supply of gas at its gas manu- 
facturing plant located in Burlington. Such gas is transported to the 
communities served through 6114 miles of 3, 4, and 5-inch transmis- 
sion lines, and is distributed to applicant’s customers through ap- 
proximately 96 miles of distribution lines. 

Applicant proposes to discontinue the manufacture of artificial 
gas and convert its system to the use of straight natural gas. In order 
to make such change-over in service, it would be necessary for Pipe- 
line Company to construct approximately 6,000 feet of transmission 
pipeline extending from a point on its existing 20-inch transmission 
line near Richmond, Illinois, to the terminus of applicant’s proposed 
pipeline at the Illinois-Wisconsin boundary and, in addition, to ob- 
tain necessary authority for the construction of two complete rail- 
road crossings on the 20-inch line. 

It should be noted, however, that Pipeline Company is not before 
us seeking authority under sections 7 (c) and 7 (e) to make the 
contemplated sale of natural gas. Additionally, although it has ob- 
tained a certificate under the “grandfather” provision of the Act 
for certain of its facilities, Pipeline Company does not seek authority 
to operate the 29-mile segment of its 20-inch pipeline extending 
between Belvidere and Richmond, Illinois, through which the ap- 
plicant herein would be required to receive its supply of natural gas. 


SECTION 7 (a) OF THE ACT 


These proceedings require careful consideration of the language of 
section 7 (a) of the Natural Gas Act providing: 


Whenever the Commission, after notice and opportunity for hearing, finds 
such action necessary or desirable in the public interest, it may by order 
direct a natural-gas company to extend or improve its transportation facilities, 
to establish physical connection of its transportation facilities with the facil- 
ities of, and sell natural gas to, any person or municipality engaged or legally 
authorized to engage in the local distribution of natural or artificial gas to 
the public, and for such purpose to extend its transportation facilities to 
communities immediately adjacent to such facilities or to territory served by 


?See In the Matter of The East Ohio Gas Company, supra, p. 15, 52 P. U. R. (6N.S.) 
91, 

*It is noted that although applicant raised some question respecting our jurisdiction 
in docket No. G-536, at the hearing its counsel conceded that if applicant converts its 
pipeline system to natural gas the Commission “probably will have jurisdiction.” 
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such natural-gas company, if the Commission finds that no undue burden will 
be placed upon such natural-gas company thereby: Provided, That the Com- 
mission shall have no authority to compet-the enlargement of transportation 
facilities for such purposes, or to compel such natural-gas company to estab- 
lish physical connection or sell natural gas when to do so would impair its 
ability to render adequate service to its customers. (Italics supplied.) 


Under section 7 (a) we “may” by order “direct” a natural gas com- 
pany to extend its service if such action is found to be “necessary or 
desirable in the public interest.” From an examination of the lan- 
guage of this section, it is apparent, that Congress vested in the 
Commission broad discretion in dealing with cases involving the 
exercise of authority to require the extension and connection of 
facilities and the rendition of additional service. 


STATE AND MUNICIPAL ACTION 


It is claimed by applicant that the action of the Wisconsin Public 
Service Commission, in April 1942, pursuant to section 196.49, Wis- 
consin Statutes, authorizing applicant to construct some 10 miles of 
8-inch outside diameter pipeline to connect its facilities at Lake 
Geneva with those of the Pipe-line Company at the Illinois-Wiscon- 
sin State line at a point near Genoa City, together with terminal fa- 
cilities at Lake Geneva, and permitting the substitution of natural 


gas for manufactured gas is a sufficient authorization within the 
requirements of Wisconsin State law. Re Wisconsin Southern Gas 
Company, 45 P. U. R. (N.S.) 8. However, the application in the in- 
stant proceeding is for a 414-inch outside diameter line. 

Moreover, effective April 17, 1943, two new subsections to the Wis- 
consin Public Utilities Act were enacted, viz., section 196.49 (4a)4 
and 196.58 (6).5 It is contended by those who oppose the applications 
in these proceedings that these new provisions of the Wisconsin 
Statutes require approval of both the Wisconsin Commission and the 
municipal council of each city, town, or municipality affected as es- 
sential prerequisites to the substitution of natural gas for manufac- 


*Section 196.49 (4a) requires, among other things, that the municipal council shall 
have first approved and authorized such substitution, pursuant to section 196.58 (6), 
before a certificate of public convenience and necessity may be issued therefor by the 
Wisconsin Commission, and that in determining whether a certificate should be issued 
due consideration is to be given to the social and economic effects of the proposed sub- 
stitution upon employment, existing business and industries, railroads and other trans- 
portation agencies and facilities, the State, any of its political subdivisions, or any 
citizen or resident thereof. 

'Section 196.58 (6): “No public utility furnishing and selling gaseous fuel to the 
public shall change the character or kind of such fuel by substituting for manufactured 
gas any natural gas or any mixture of natural and manufactured gas for distribution 
and sale in any town, village or city unless the municipal council thereof shall, by 
authorization, passage, or adoption of appropriate contract, ordinance, or resolution, 
approve and authorize the same. No such contract, ordinance, or resolution, nor any 
failure or refusal by such municipal council to authorize, pass, or adopt the same shall 
be subject to the review provided by subsection (4) of this section.” 
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tured gas in Wisconsin. It is clear that applicant has not applied for 
nor secured such a certificate subsequent to the enactment of this 
new legislation. We do not undertake to pass upon this matter since 
it involves a question of statutory construction which, to our knowl- 
edge, has not yet been passed upon by the Wisconsin courts. How- 
ever, it is believed that this situation cannot be overlooked by us in 
determining whether we should exercise our discretion under section 
7 (a) of the Natural Gas Act. 

Furthermore, the record clearly shows that the City of Burlington 
has not authorized the proposed change-over from artificial to 
natural gas. More than one-fourth of applicant’s customers are lo- 
cated in that city—the largest of the communities served by it. Al- 
though authorizations have been granted by certain other commu- 
nities, it is evident from the record that the proposed project would 
not be undertaken if the market in Burlington is unavailable. 

In the light of the foregoing circumstances, should we find that 
it is desirable or necesary to “direct” the extension and physical con- 
nection of facilities requested by applicant? We think not. Obvi- 
ously we cannot compel local distribution of natural gas. State and 
local authorities have responsibility over such aspects of the com- 
pany’s business. Although we are cognizant of our broad authority 
under section 7 (a) of the Natural Gas Act, it is our desire to achieve 
“a wise accommodation between the needs of central control and the 
lively maintenance of local institutions.”?7 Therefore, in exercising 
our discretion under such section, we look with disfavor upon an in- 
terpretation susceptible of implying coercive action on our part, es- 
pecially in the absence of appropriate state and local authority. We 
believe this view is reasonable and consistent with that of the Su- 
preme Court of the United States in Public Utility Commission v. 
Gas Co., 317 U. S. 456, 467, wherein, in discussing the Natural Gas 
Act, it is stated: 


It is clear, as the legislative history of the Act amply demonstrates, that 
Congress meant to create a comprehensive scheme of regulation which would 
be complementary in its operation to that of the states, without any confu- 
sion of functions. The Federal Power Commission would exercise jurisdic- 
tion over matters in interstate and foreign commerce, to the extent defined 
in the Act, and local matters would be left to the state regulatory bodies. 
Congress contemplated a harmonious, dual system of regulation of the natu- 
ral gas industry—federal and state regulatory bodies operating side by side, 
each active in its own sphere. See H. Rep. No. 2651, 74th Cong., 2d Sess., pp. 
1-3; H. Rep. No. 709, 75th Cong., Ist Sess., pp. 1-4; Sen. Rep. No. 1162, 75th 
Cong., 1st Sess. 

In the circumstances, we think it is inappropriate to find that 


* Application for permission to distribute natural gas in Burlington has been made; 
but approval thereof has not been obtained. 
* See Palmer v. Massachusetts, 308 U. 8: 79, 84 
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the action which we are requested to take pursuant to section 7 (a) 
is “necessary or desirable in the public interest.” In view of this con- 
clusion, it would appear unnecessary to discuss the other aspects of 
these proceedings. 
Accordingly, an appropriate order will be entered dismissing the 
applications in both dockets. 
Basit Many. 
Criaupe L. Draper. 
Joun W. Scorr. 


Smiru, Commissioner, dissenting : 


The applications herein should not, in my opinion, be dismissed 
on the grounds stated; findings should be made which would permit 
the issuance of the order and certificate sought upon a proper sub- 
sequent showing of full compliance with local requirements and sub- 
ject to such further conditions as might be appropriate. 

It has been shown upon the record that for applicant to long con- 
tinue its present service will require rehabilitation of its gas-manu- 
facturing facilities at a cost of some $48,000. Even after such re-- 
habilitation, the future of this important local service seems uncer- 
tain, while the relief of the customers from the relatively high rates 
under which service is now rendered appears unlikely. The substitu- 
tion of natural gas, on the other hand, while it would require an out- 
lay by applicant of about $79,000, would result in a reduction of 
operating expenses in the estimated amount of $73,000 annually. On 
this basis, and reducing manufactured and natural gas to equivalent 
terms, an overall rate reduction of about 20%—equivalent to a reduc- 
tion of nearly 30% in the rates for residential cooking and water- 
heating service, constituting about three fourths of its present total 
load—is proposed by applicant, subject to the regulatory jurisdiction 
of the Wisconsin Commission. It seems clear, therefore, that the 
proposed substitution would be in the interest of both applicant and 
its present customers, without taking into account possible further 
advantages which might result from the potential expansion of the 
market. 

As to Pipeline Company the record is equally clear. Its existing 
transmission facilities, except for two railroad crossings, are now 
complete to within about 6,000 feet of the proposed connection with 
applicant, although approximately 29 miles of this pipe-line are not 
now in use under operating authority of this Commission. The total 
cost of the construction required is estimated at about $20,600. War 
Production Board authorization has been secured for the necessary 
materials and for the delivery of natural gas to applicant at a rate 
not to exceed 345 M.c.f. per day. Pipeline Company has stated its 
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willingness to serve applicant if directed to do so and its ability to 
render adequate service to its customers without impairment by 
reason of the comparatively small deliveries of gas contemplated, 
which would amount to about 0.1% of the total rated capacity of its 
system. Conservatively estimated, available reserves now appear 
adequate for at least 19 years. 

From these facts I think we should conclude that the public con- 
venience and necessity require the construction and operation of the 
facilities proposed by applicant, and that the order sought directing 
Pipeline Company to extend its facilities to physically connect with 
and to sell natural gas to applicant would be desirable in the public 
interest. The principal remaining question, which is the one chiefly 
dealt with in the majority opinion, concerns the willingness and 
ability of applicant to perform the service proposed. 

On this score, it may be questionable whether further approval by 
the Wisconsin Commission is required by reason of the revision of the 
state statutes in 1943 and the increase in outside diameter of appli- 
cant’s proposed pipe-line. This, I take it, is a matter for determina- 
tion by the courts of Wisconsin, rather than by this Commission, yet 
our action herein, based in part on the construction that such further 
approval may be required, may effectively foreclose such determina- 
tion as a practical matter. Likewise applicant’s inability to secure 
action—either favorable or unfavorable—by the municipal council 
of the City of Burlington on its application to substitute natural for 
manufactured gas, although such permission has been secured from 
the local authorities of all the other communities served, does not 
seem to me sufficient reason for failure to deal at this time with the 
applications on their merits. I share the view that we should of 
course be guided by the wishes of the people of Wisconsin regarding 
the use of natural gas, and I recognize the fact that, unless the neces- 
sary authority were secured from the City of Burlington, which is 
the largest community served, the proposed substitution would prob- 
ably not be effected, even for those communities which have already 
indicated their desire for it.2 To dismiss the applications now, how- 
ever, may well preclude any expression on the part of the City of 
Burlington, whereas the entry of findings which would permit the 
subsequent granting of a certificate of convenience and necessity, 
contingent upon compliance with all local requirements, would al- 


1Cf. Interstate Natural Gas Company, Inc., (1944) infra, pp. 625, 626, certificate per- 
mitting extension of facilities where life of reserves estimated at 12-13 years; South- 
ern United Gas Co., et al. (1943) 3 F. P. C. 436, 50 P. U. R. (N. S.) 97, certificate 
permitting acquisition of facilities where known reserves sufficient for 15-20 years; 
Lone Star Gas Company (1944) infra, p. 565, certificates to successor company: where 
life of reserves estimated at about 15 years. 

? The record shows that the cities of Delavan, Elkhorn, and Lake Geneva, the village 
of Williams Bay, and the townships of Delavan, Geneva, Lyons, Lynne, and Walworth 
have granted the necessary ordinances or certificates. 
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most necessarily result in a definite expression—either pro or con— 
from that City. If the customers of-Burlington wanted natural gas, 
they could get it; if they expressed a preference for the continuation 
of manufactured gas, they could effectively prevent the proposed 
substitution. In either event, the local authority would be decisive. 

The entry of findings regarding public interest or convenience and 
necessity prior to the final disposition of certificate cases is not with- 
out precedent. The Commission has not hesitated to indicate its in- 
tention to authorize the issuance of such certificates provided satis- 
factory further showings are made by applicants.* In the present 
instance it seems to me that this would afford a proper means of 
ensuring adequate protection of local interests and points of view in- 
sofar as the issuance of the section 7 (e) certificate to applicant is 
concerned. It would also constitute a means of providing for the 
proper application for and issuance of any section 7 (e) certificate 
to Pipeline Company deemed necessary in connection with the sec- 
tion 7 (a) order which it has stated its willingness to accept. And it 
would have the advantage, both to applicant and to those of its cus- 
tomers who have indicated their desire for natural gas, of avoiding 
further extended proceedings or additional obstacles should they 
wish to continue their efforts to effect the substitution. 

In this proceeding a number of intervenors, representing coal, 
labor and railway interests, opposed the granting of the.applica- 
tions. For the most part, they seemed concerned not so much with 
the substitution immediately proposed as with its possible effects 
upon the introduction of natural gas into the State of Wisconsin and 
the possibility that it might ultimately reach the Milwaukee market. 
It seems unnecessary to point out that this broader question is not 
now before us in this proceeding. To the extent, however, that inter- 
venors objected to the instant proposal as such, they were concerned 
chiefly with a possible, and highly conjectural, post-war expansion of 
the use of natural gas for boiler fuel in the area served by applicant. 
In view of the pendency of the comprehensive Natural Gas Investi- 
gation recently instituted by the Commission,’ it may again be un- 
necessary to touch here upon the problems of conservation and 
utilization which the contentions of these intervenors involve. It is 
sufficient to point out the complications created, in terms of public 
interest and national policy, by such factors as the extensive in- 
dustrial use of gas in the producing areas and limitations upon this 


2In the Matter of Kansas Pipe Line 4 Gas Company and North Dakota Consumers 
Gas Company, 2 F. P. C. 29, 58 (1939); In the Matter of Tennessee Gas & Transmis- 
sion Company, 3 F. P. C. 442, 446, 447, 50 P. U. R. (N. 8S.) 199; In the Matters of 
Hope Natural Gas Company, New York State Natural Gas Corporation, The Manu- 
facturers Light and Heat Company, and Manufacturers Gas Company, United Fuel Gas 
Company, and Home Gas Company (1944) supra, p. 59, 69. 

‘Natural Gas Investigation, (G-580), instituted by order of September 22, 1944, 
infra, p. 725. 
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Commission’s authority, including the lack of regulatory jurisdic- 
tion over direct interstate sales of natural gas for industrial use. 
These are matters which will doubtless be explored fully in the 
course of the pending investigation. But it may be pointed out here 
that the Commission has not infrequently authorized the issuance of 
certificates when large amounts of gas were to be used for boiler-fuel 
purposes,® while in other situations it has so conditioned its appro- 
vals as to restrict such use.* If the threat of boiler-fuel use in the 
present instance were deemed to justify such action, an appropriate 
condition could no doubt be imposed in connection with any certifi- 
cate which might be issued. 


Order dismissing applications 
Wisconsin Southern Gas Company 
(G-236, G-536) 


Upon consideration of the entire record herein, the Commission, 
having this day adopted its opinion in this matter, which is referred 
to and made a part hereof by reference, orders that: 

(A) The application of Wisconsin Southern Gas Company (“ap- 
plicant”) in docket No. G-236, for an order pursuant to section 7 (a) 
of the Natural Gas Act directing Natural Gas Pipeline Company 
to extend its transportation facilities, to establish physical connec- 
tion of such facilities with those of applicant at the Ilinois-Wiscon- 
sin State line near Genoa City, Wisconsin, and to sell natural gas to 
applicant for distribution in southeastern Wisconsin, be and it is 
hereby dismissed ; 

(B) The application of Wisconsin Southern Gas Company (“ap- 
plicant”) in docket No. G-536, for a certificate of public convenience 
and necessity to authorize applicant to construct and operate a 414- 
inch outside diameter natural-gas transmission line extending north- 
ward from a point on the Lllinois-Wisconsin State line near Genoa 
City, Wisconsin, for a distance of approximately 50,000 feet to ap- 
plicant’s existing gas facilities at Lake Geneva, Wisconsin, be and it 
is hereby dismissed. 

Commissioner Olds not participating. 

Commissioner Smith dissenting. 


5 ER. g., United Gas Pipe Line Company (1943), 3 F. P. C. 1070; Colorado Interstate 
Gas Company (1943), 3 F. P. C. 1021; Interstate Natural Gas Company, Inc. (1943), 3 
F. P. C. 1030; Kansas-Nebraska Natural Gus Company (1944), infra, p. 572, a large 
amount of the gas in this case, however, to be used by the Hastings, Nebraska, Naval 
Base. 

* EH. g., In the Matters of Hope Natural Gas Company, New York State Natural Gas 
Corporation, The Manufacturers Light and Heat Company, and Manufacturers Gas 


Company, United Fuel Gas Company, and Home Gas Company, (1944), infra, pp. 59, 69; 
id., pp. 161, 166. 









In THE MATTERS OF 


MEMPHIS NATURAL GAS COMPANY 


Applications for Certificates of Public Convenience and Necessity 
under Section 7 (c) of Natural Gas Act, as amended 


G-522, G-549 
(Decided November 21, 1944) 


Syllabus 


1. On rehearing, certificates of public convenience and necessity authorized 
on applicant’s showing War Production Board authorization to use 
critical materials required for construction; clear evidence of appli- 
cant’s ability to construct, finance and operate proposed facilities; 
that gas supplies available, as augmented through letter agreements 
with United and Southwest companies, will be adequate to serve cus 
tomers for a considerable period; insufficiency of present delivery ca- 
pacity to meet adequately peak-day requirements of customers; that 
proposed loop line facilities would enable applicant to render more 
reliable service by maintaining partial service in event of break in 
one of the parallel existing lines; and Commission’s finding that 
proposed construction and operation of Lisbon line required for main- 
tenance of adequate service to applicant’s present customers. P. 198. 

. Since letter agreements relative to applicant’s future supply of natural 
gas provide that parties will enter into formal contracts covering ar- 
rangements set forth in such agreements, it was considered appropri- 
ate in the public interest that applicant be required to complete and 
file such formal contracts with Commission within 90 days. P. 208. 

. The divergent and conflicting positions taken by interveners, particularly 
relative to the end-uses and conservation of natural gas resources, 
pose questions beyond scope of instant proceeding calling for the 
general investigation of the natural gas industry instituted by the 
Commission’s order of September 22, 1944 (G-580), and denial of 
the application for certificates would not afford satisfactory solu- 
tion to problem, P. 207. 

. Since proceeding does not involve construction of pipe line to provide 
service to new market areas, it is reasonable, in view of the con- 
servation element introduced by intervening producing state, to con- 
dition certificates so that the facilities authorized shall not be used 
for the transportation or sale of natural gas to any new customers 


of applicant or United except upon specific Commission authorization. 
P. 210. 
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By THE CoMMISSION : 


OprInion 





By order entered August 1, 1944, we granted a rehearing on our 
order of June 10, 1944, dismissing without prejudice the application 
of Memphis Natural Gas Company (hereinafter called “applicant”), 
filed January 31, 1944, in docket No. G-522, for a certificate of pub- 
lic convenience and necessity under section 7 (c) of the Natural Gas 
Act, as amended. Such application sought authorization for the con- 
struction and operation of three 18-inch O. D. pipelines, aggregating 
approximately 6114 miles in length, paralleling the unlooped por- 
tions of applicant’s existing natural-gas main transmission line in 
Chicot County, Arkansas, and Bolivar, Coahoma and Tunica Coun- 
ties, Mississippi. Thereafter, the proceeding on rehearing was con- 
solidated, for purposes of hearing, with an application filed by the 
same company May 20, 1944, and amended August 22, 1944, in docket 
No. G-549, seeking authority to construct and operate a 20-inch O. D. 
natural-gas transmission pipeline approximately 4914 miles in length 
extending from the North Lisbon gas field in Claiborne Parish, 
Louisiana, to applicant’s Guthrie compressor station in the Monroe 
gas field in Ouachita Parish, Louisiana.! 

After appropriate notice, the consolidated hearings were com- 
menced in Memphis, Tennessee, September 7, 1944, and concluded 
October 5, 1944. Oral argument in these proceedings was heard by 
the Commission sitting en bane on October 16, 1944. Briefs were 
waived. 

In our order of June 10, 1944, dismissing the application in docket 
No. G—522, infra, pp. 608, 611, we found, inter alia, from the evidence 
before us, that: 





In view of the limited natural gas reserves shown by the record to be 
available to applicant, their present rapid rate of depletion, and the effect of 
excessive rates of withdrawal on the ultimate recovery of gas therefrom, it 
is necessary and appropriate in the public interest that such natural gas re- 
sources be conserved insofar as possible for domestic, commercial and superior 
industrial uses. 


and we concluded that: 





The record does not contain a sufficient showing that the proposed con- 
struction and operation are or will be required by the present or future pub- 
lic gonvenience and necessity. 


It is clear, therefore, that the Commission’s order of June 10, 1944, 
dismissing the application without prejudice was based upon the fact 











1 By the original application in docket No. G-549, applicant sought to construct a 12%- 
inch O. D. pipeline 48% miles in length from its Guthrie station to the North Lisbon 
field. By the amendment to such application, the pipeline diameter was changed to 20 
inches and the length to 49% miles. 
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that the evidence then presented was not sufficient to show that the 
public convenience and necessity required the construction of the pro- 
posed facilities. 

At the rehearing, applicant presented considerable additional evi- 
dence with respect to natural-gas supplies and showed that, subse- 
quent to our June 10, 1944, order, swpra, arrangements had been 
entered into with United Gas Pipe Line Company (hereinafter called 
“United”) and Southwest Gas Producing Company, Inc. (herein- 
after called “Southwest”) for the purpose of making available to 
applicant substantial additional gas supplies in the Lisbon field and 
ten other gas fields in northern Louisiana and eastern Texas. Addi- 
tional evidence was also offered relating to the natural-gas require- 
ments of applicant’s customers and the necessity for the installation 
of the proposed facilities, including the need for the 20-inch line to 
the Lisbon field. We have, therefore, carefully reconsidered our 
previous action in the light of such additional evidence. 


JURISDICTION 


Applicant owns and operates, among other facilities, a partially 
looped 18-inch O. D. natural-gas main transmission line extending 
in a general northerly direction from its Guthrie compressor station 
in the Monroe gas field in Louisiana, across the Louisiana-Arkansas 
State line, through Arkansas and Mississippi and into western Ten- 
nessee. By means of this line, applicant transports natural gas 
through or into such States where it is sold at wholesale for ultimate 
public consumption. It is clear and uncontroverted that applicant 
is, therefore, a “natural-gas company” within the meaning of the 
Natural Gas Act, and that the proposed facilities are subject to the 
requirements of subsections (c) and (e) of section 7 of the Act. 


THE PROPOSED FACILITIES 


The proposed main-line loops would provide applicant with two 
parallel 18-inch O. D. pipelines from the Monroe field to applicant’s 
principal market at Memphis, Tennessee, and increase the 24-hour 
delivery capacity of its pipeline system from 134,000 M.c.f. to 155,000 


M.c.f. Applicant proposes to utilize this enlarged capacity to meet 
the increased demands of its present customers.” 


2? Applicant's wholesale customers are served under gas-sales agreements providing for 
delivery by applicant of all amounts of natural gas that may be required in the operation 
of the customer's distribution system or plant. Service was being rendered by applicant 
under these agreements on February 7, 1942, the date of the amendment of section 7 of 
the Natural Gas Act, and was authorized by the certificate of public convenience and 
necessity issued under the provisions of the “grandfather” clause of section 7 (c) of the 
Act, as amended to applicant by order of the Commission entered September 9, 1942, Jn 
the Matter of Memphis Natural Gas Company, docket No. G-315,°3 F. P. C. 812. 


679357—46—16 
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The proposed 20-inch line to the Lisbon gas field is designed to 
have an initial capacity to deliver 100,000 M.c.f. per day at appli- 
‘ant’s Guthrie compressor station.? The capacity of the Lisbon line 
is proposed to be dedicated for applicant’s own use and for the trans- 
portation of gas for United on a 50-50 basis.t The portion of the 
capacity of such line dedicated to applicant’s own service is to be 
used to transport natural gas purchased by applicant from South- 
west to the discharge side of the Guthrie compressor station, and 
thence to applicant’s customers served from its main transmission 
pipeline. The portion of the capacity of the Lisbon line dedicated to 
United is to be used to transport United’s gas to Guthrie station, 
where part will be sold to applicant and part delivered into the pipe- 
line system of United for ultimate delivery to the latter’s other cus- 
tomers.® 

The War Production Board has authorized the use of the critical 
materials required for the construction of the proposed facilities. 


COST OF FACILITIES 


The estimated over-all cost of the proposed facilities is $2,553,000, 
of which $1,440,000 represents the cost of the Lisbon line and $1,113,- 
000 the cost of the main-line looping. 

Applicant has negotiated a loan with the Harris Trust and Sav- 
ings Bank of Chicago and the Union Planters Bank and Trust Com- 
pany of Memphis in the amount of $1,800,000, bearing an interest 
rate of 214 per cent per annum. The remainder necessary to con- 
struct the facilities will be financed from cash on hand. 

The evidence clearly establishes applicant’s ability to construct, 
finance and operate the proposed facilities. 

Applicant proposes to continue in effect the present rates to its 
customers, and no increase in its rates is contemplated by reason of 
the construction and operation of the proposed facilities. 


* Such initial capacity is without compressor facilities. The capacity can be increased 
up to 200,000 M.c.f. by the installation of compressors. However, no such facilities are 
proposed in the pending application. 

*The dedication is to be appropriately adjusted in the event United Gas Pipe Line 
Company or Southwest Gas Producing Company, Inc., is required to deliver more than 
50 per cent of applicant’s gas requirement from fields other than Monroe. 

‘It is estimated that for the 1944-45 winter peak day applicant will transport 63,150 
M.c.f. through the proposed Lisbon line. This includes 24,075 M.c.f. to be purchased by 
the applicant in the Lisbon field. For United, applicant will transport 39,075 M.c.f. of 
which 24,075 M.c.f. will be sold by United to applicant at its Guthrie station and 15,000 
M.c.f. will be used to make up a deficiency in United’s Monroe field peak-day supply. 
Deliveries on the 1945-46 winter peak day will be greater because applicant anticipates 
a further decline in its Monroe field supply and United anticipates its Monroe field 
deficiency will be increased by 50,000 M.c.f. 
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NATURAL-GAS SUPPLY 


Applicant now secures its entire natural-gas supply from the Mon- 
roe gas field, at its Guthrie compressor station, under purchase 
agreements with United and Southwest. At the former hearing, the 
Director of Minerals of the Department of Conseryation of Louisiana 
testified that the total remaining recoverable reserves in that field 
were approximately 2.1 trillion cubic feet, a supply of approximately 
8 years at the rate of production which prevailed in January, 1944; 
that gas was being withdrawn from such field at “too rapid a rate” ; 
and that production therein should be curtailed as a matter of sound 
conservation. 

At the rehearing, witnesses corroborated the previous testimony 
that the remaining recoverable reserves in the Monroe field are 
equivalent to not more than 8 years’ supply at recent rates of pro- 
duction. Evidence was also presented showing that the daily delivery 
capacity of the wells now supplying gas to applicant is declining at 
a rate of from 15 to 23 per cent per year. Furthermore, applicant 
submitted testimony for the first time at the rehearing disclosing 
that on the 1944-45 winter peak day it will have a dependable 
natural-gas supply from the Monroe field of only 112,350 M.c.f. per 
day, after making appropriate allowances for normal operating con- 
ditions. This is 21 per cent less than the volume of 141,697 M.c.f. 
which applicant received from the same field on its 1943-44 winter 
peak day. 

At the time of the original hearing, arrangements had been made 
by applicant to secure some additional gas supplies from one proven 
gas field outside the Monroe field. Such arrangements consisted of 
a contract covering the proposed purchase of gas by applicant 
through Southwest from Big West Drilling Company, which controls 
approximately 6,000 acres in the North Lisbon field.?, Such acreage, 
however, was subject to a prior contract under which Big West was 
required to first supply up to 30,000*M.c.f. per day to the Ozark 
Ordnance Works of the United States, near El] Dorado, Arkansas. 
We found from the evidence before us at the former hearing that 
Big West was then able to supply to applicant only about 10,000 
M.c.f. per day from its existing wells in the North Lisbon field, and 
that the estimated gas reserves controlled by Big West in that field 
amounted to 138,773,000 M.c.f., which was equivalent to approxi- 


*The record shows that under ideal conditions, with perfect dispatching and operation 
of producing facilities supplying applicant from the Monroe field, the estimated peak- 
day supply from that field might be as high as 122,000 M.c.f. 

* The original application filed in docket No. G-549 was for the purpose of transporting 
such gas from the North Lisbon field to applicant’s Guthrie station by means of a 12%- 
inch outside-diameter pipeline. 
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mately 9 years’ supply based upon withdrawals of 40,000 M.c.f. per 
day. 

It was apparent, therefore, from the record made at the former 
hearing, that the natural-gas supplies available to applicant at that 
time were inadequate to warrant the enlargement of its main-line 
capacity by the installation of the proposed loop-line facilities. 

However, the evidence presented at the rehearing shows that ap- 
plicant recently made further arrangements to secure substantial ad- 
ditional gas supplies. Subsequent to our order dismissing the appli- 
cation, applicant entered into a letter agreement with United, dated 
August 1, 1944, and with Southwest, dated September 19, 1944, 
whereby United and Southwest each agree to supply one half of all 
additional gas required by applicant from fields other than Monroe. 
Initially, such gas is to be obtained by Southwest and. United from 
the Lisbon field, where both companies have gas-purchase contracts 
with producers. The evidence shows that for the 1944-45 winter 
peak United has available for delivery to applicant in the Lisbon 
field a minimum of 48,207 M.c.f. and a maximum of 102,807 M.c.f. 
per day. Moreover, subsequent to the adoption of the order dismiss- 
ing the application, Big West drilled additional wells in the North 
Lisbon field, which, it is estimated, will enable it to deliver to appli- 
cant in such field for the 1944-45 winter peak a minimum of 25,500 
M.c.f. and a maximum of 54,314 M.c.f. per day. Thus, it clearly ap- 
pears from the additional evidence that the deliverability available 
to applicant in the Lisbon field for the coming winter will be from 
73,707 M.c.f. to 157,121 M.c.f. per day, as compared with only 10,000 
M.c.f. shown at the former hearing. 

By its letter agreement of August 1, 1944, United also agrees, when 
required by applicant, to construct a pipeline having a capacity of 
approximately 100,000 M.c.f. per day from its Webster compressor 
station in Webster Parish, Louisiana, to the western terminus of 
applicant’s proposed Lisbon line, a distance of approximately 40 
miles. Upon the completion “of such line, United will be able, and 
agrees, to supply such additional volumes of natural gas as applicant 
may require from other gas fields, including the Bethany, Cotton 
Valley, Lake Bisteneau, Joaquin-Logansport, Rodessa, Sibley, Sligo, 
Sugar Creek, Waskom and Carthage gas fields in northern Louisiana 
and eastern Texas. 

The evidence introduced at the rehearing shows that United’s wells 
and facilities in the afore-mentioned 10 fields and the Lisbon field, 
as of August 1, 1944, had a delivery capacity of 909,048 M.c.f. per 
day with which to meet the demands on these fields of United’s own 
customers for the expected 1944-45 winter peak of 398,129 M.c.f. 
(exclusive of deliveries to applicant). This is 510,919 M.c.f. per day 
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more capacity than required for delivery to such customers. United 
estimated that its recoverable reserves in such fields (including Lis- 
bon field) totalled 2,281,080,000 M.c.f., as of August 1, 1944, and that 
such reserves are equivalent to a 16 to 27 years’ supply for customers 
to be supplied by United from such fields, after allowing for deliv- 
eries of 27,000,000 M.c.f. per year by United through the proposed 
Lisbon line. 

The evidence submitted at the rehearing shows, moreover, that be- 
tween August 1, 1944, and the early part of September, 1944, addi- 
tional drilling in the Carthage field in Texas had increased the 
proven gas reserves in that field by at least 500,000,000 M.c.f.; that 
during the past four or five years additions to natural-gas reserves 
in northern Louisiana, through discoveries, have approximately 
equalled current annual gas withdrawals in that area; and that for 
the entire state, additions through discovery have been at least twice 
as great as withdrawals. 

It is manifest, from the additional evidence now before us, that 
the gas supplies available to applicant, as augmented through its 
letter agreements with United and Southwest, will be adequate to 
serve the requirements of its customers by means of the proposed 
facilities for a considerable period. 

It is noted that such letter agreements, which applicant entered 
into with United and Southwest, provide that the parties will enter 
into formal contracts covering the arrangements set forth in such 
letter agreements, subject to certain conditions which must be met 
before the formal contracts are executed. It is considered appropriate 
in the public interest, therefore, that applicant should be required to 
complete and file such formal contracts with the Commission within 
90 days from the date hereof. However, the terms of such contracts 
shall not be binding upon this Commission in exercising its author- 
ity under the Natural Gas Act. 


PUBLIC CONVENIENCE AND NECESSITY 


It appeared from the evidence adduced at the former hearing that 
applicant could deliver to its wholesale customers on peak days 134,- 
000 M.c.f. of natural gas, i.e., the full rated 24-hour capacity of its 
existing pipeline system. It further appeared that Memphis Light, 
Gas and Water Division could manufacture and deliver to its con- 
sumers on peak days approximately 5,000 M.c.f. per day of gas of 
about the same heating value as natural gas and also supply approxi- 
mately 2,000 M.c.f. of natural gas per day from its holders. There- 
fore, we concluded from the previous record that a total of 141,000 
M.c.f. of gas was available to meet the peak-day requirements of ap- 
plicant’s customers. The evidence in the former hearing also indicated 
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that the total capacity of standby-fuel equipment on the premises of 
industrial consumers was equivalent to approximately 26,000 M.c.f. 
of natural gas per day, which, together with the above 141,000 M.c.f., 
made a total of 167,000 M.c.f. of natural gas, or its equivalent, which 
appeared to be available on peak days for consumers served from 
applicant’s system. 

According to the evidence at the prior hearing, the total estimated 
demand of applicant’s customers for the peak day of the 1944-45 
winter, at an assumed mean temperature of 10° F., was 164,637 M.c.f. 
Thus, it appeared that the available peak-day supply of 167,000 
' M.c.f. would exceed the peak-day demand of 164,637 M.c.f. by 2,863 

M.c.f. Accordingly, we concluded from such evidence that no neces- 
sity had been shown for applicant to enlarge its pipeline capacity by 
the installation of the proposed loop-line facilities. 

At the rehearing, however, additional evidence was offered with 
respect to the requirements of applicant’s customers, the availability 
on peak days of supplies from applicant’s existing pipeline facilities, 
the manufactured-gas and holder storage facilities of Memphis Light, 
Gas and Water Division, and standby-fuel equipment on consumers’ 
premises. Such evidence requires us to revise certain findings made 
in our order of June 10, 1944, dismissing the application in docket 
No. G-522. 

Applicant offered testimony at the rehearing showing that it can- 
not deliver the entire rated pipeline capacity of 134,000 M.c.f. to its 
wholesale customers on peak days. Studies submitted by applicant’s 
chief engineer at the rehearing disclosed that, due to hourly vari- 
ations in customers’ demands, it is necessary either to deliver 4,000 
M.c.f. on the peak day to the Memphis Generating Company, appli- 
cant’s only direct industrial customer, in order to operate the exist- 
ing pipeline at its full delivery capacity, or to slow down the rate 
of pumpage through the pipeline during the night by the same 
amount. Applicant considers the former to be the safer and more 
practical operating procedure. In either event, the practical capacity 
of applicant’s pipeline to deliver natural gas to its wholesale cus- 
tomers on the peak day would be approximately 130,000 M.c.f. Like- 
wise, the corresponding practical capacity of the proposed enlarged 
line would be approximately 153,000 M.c.f., or about 2,000 M.c.f. less 
than its total rated capacity of 155,000 M.c.f. 

Although it appeared from the evidence in the original hearing 
that Memphis Light, Gas and Water Division could manufacture 

approximately 5,000 M.c.f. per day—the rated 24-hour capacity of 
the manufactured-gas plant in Memphis—and that it could also de- 
liver approximately 2,000 M.c.f. of natural gas from its holder 
storage, the additional evidence presented at the rehearing showed 






MEMPHIS NATURAL GAS COMPANY 205 


that these facilities could be depended upon to deliver to consumers 
not more than 3,480 M.c.f. on the first day of a peak period. This 
was developed through evidence demonstrating that such manufac- 
tured-gas and holder facilities are, in effect, a single source of supply, 
which can be operated in connection with the Memphis distribution 
system only during a part of the peak day. 

Moreover, in the rehearing, evidence was submitted that the 24- 
hour capacity of standby-fuel equipment on the premises of in- 
dustrial consumers was equivalent to approximately 24,322 M.c.f. of 
natural gas per day, but as a practical matter only 14,377 M.c.f. of 
such capacity can be used on the first day of the peak period. This 
is for the reason that uncertainties of weather forecasts make it im- 
practicable to begin curtailment of such consumers until the morn- 
ing of the peak day when it becomes clear that the distribution sys- 
tem demands will exceed the ability of the pipeline to deliver gas. 

In the rehearing, the estimated demands of applicant’s wholesale 
customers for the 1944-45 winter peak day, assuming a mean tem- 
perature of 10° F. at Memphis, were revised as follows: 


Original 
hearing 


Rehearing 
M.c.f. 





Louisiana Power and Light Company 

Arkansas Power and Light Company 

Mississippi Power and Light Company 

Memphis Light, Gas and Water Division_____-_~-__ 4 
West Tennessee Gas Company 


~ 164,637 ~~ 167,050 


Additionally, it is noted that Memphis Light, Gas and Water 
Division has received applications for gas service from city schools 
and industrial establishments whose estimated demands total more 
than 13,000 M.c.f. per day. The Division anticipates that its peak- 
day demand on the 1945-46 winter peak day, due to growth of 
residential, commercial and industrial load, will be approximately 
8,700 M.c.f. more than on the 1944-45 winter peak day, assuming a 
mean temperature of 10° F. 

Necessity for proposed loop lines.—It is clear from the record now 
before us that the delivery capacity of the present main-line facilities 
is insufficient to meet adequately the peak-day requirements of ap- 
plicant’s customers. The evidence shows that the practical 24-hour 
delivery capacity of applicant’s existing pipeline is 130,000 M.c.f., 
which is 37,050 M.c.f. less than the 167,050 M.c.f. estimated demand 
of applicant’s wholesale customers for the 1944-45 peak day, at a 
mean temperature of 10° F. Of this deficiency, 14,377 M.c.f. can 
be met from consumers’ standby-fuel equipment and 3.480 M.c.f. by 
deliveries from the manufactured-gas and holder facilities in Mem- 
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phis. However, this would still leave a deficiency of 19,193 M.c,f. 
The evidence shows that such a deficiency would necessitate the cur- 
tailment or complete interruption of service on peak days to many 
ultimate consumers, including hospitals, low-rent housing develop- 
ments and educational institutions, as well as numerous industries 
irrespective of whether they have standby-fuel equipment.® 

The proposed main-line loops, in docket No. G-522, would provide 
a delivery capacity of 153,000 M.c.f. to meet the 167,050 M.c.f. esti- 
mated peak-day demand. The indicated deficiency of 14,050 M.c.f. 
on this basis, can be taken care of by customers’ standby-fuel equip- 
ment. Thus, it is clear from the evidence that the demands of ap- 
plicant’s wholesale customers for the 1944-45 winter peak require the 
installation and operation of the proposed main-line loops. Even so, 
it will be necessary for customers to utilize their standby-fuel equip- 
ment on peak days. 

Additionally, the proposed loop lines would permit applicant to 
render more reliable service by enabling it to maintain partial ser- 
vice in the event of a break in one of the parallel lines. 

Necessity for Lisbon line—We have already adverted to the fact, 
established at the rehearing, that the dependable gas supply avail- 
able to applicant in the Monroe gas field for the 1944-45 winter peak 
day is 112,350 M.c.f. Of this amount, 4,500 M.c.f. would .be required 
by applicant for compressor station fuel, leaving only 107,850 M.c.f. 
available for delivery to its customers. This is 59,200 M.c.f. less than 
the estimated 167,050 M.c.f. demand of applicant’s wholesale cus- 
tomers for the 1944-45 winter peak day, at a mean temperature of 
10° F. After consumers use the 14,377 M.c.f. of standby-fuel capacity 
and 3,480 M.c.f. of gas available from the manufactured-gas and 
holder facilities in Memphis, the deficiency remaining would be 41,- 
343 M.c.f. Such a deficiency would necessitate the curtailment or 
complete interruption of service to numerous consumers, including 
office buildings, hotels, theatres, stores, apartment houses, hospitals 
and schools, irrespective of whether they have standby-fuel equip- 
ment. 

Manifestly, the installation of additional facilities is required to 
enable applicant to augment its gas supplies from sources outside 
the Monroe field. We conclude that the proposed construction and 
operation of the Lisbon line, in docket No. G-549, will make avail- 
able to applicant the gas supplies needed for the maintenance of 
adequate service to its present customers. 





* Among the consumers whose service would be thus affected are the following: 
Memphis Housing Authority (several low-rent housing developments), Memphis State 
College, St. Agnes Academy, Baptist Hospital, John Gaston (Municipal) Hospital, Oak- 


ville Memorial Sanitarium, St. Joseph’s Hospital, Methodist Hospital, Claridge Hotel, 
and United States Army Service Forces Depot. 






MEMPHIS NATURAL GAS COMPANY 


POSITION OF INTERVENERS 


We granted intervention in these proceedings to the States of 
Tennessee and Mississippi, the Memphis Light, Gas and Water Di- 
vision of the City of Memphis, West Tennessee.Gas Company, the 
Public Service Commission of Louisiana, the Department of Con- 
servation of Louisiana, the National Coal Association, United Mine 
Workers of America and certain railroad Jabor unions,® the State 
Corporation Commission of Kansas, the Department of Public Utili- 
ties of Arkansas, the State Oil & Gas Board of Mississippi, the Rail- 
road Commission of Texas, and the Independent Natural Gas As- 
sociation of America. Most of these interveners arrayed themselves 
either for or against the applications, depending upon their in- 
dividual interests and points of view. 

The positions taken by the interveners are divergent. The principal 
contentions may be briefly summarized as follows: The Memphis 
Light, Gas and Water Division of the City of Memphis, supported 
by the State of Tennessee, contends that Memphis is a rapidly-grow- 
ing community requiring additional volumes of natural gas for its 
population and its expanding industries;!° that unless the proposed 
facilities are installed it will be necessary on winter peak days to 
curtail or completely interrupt service to essential industries, com- 
mercial enterprises and other customers having no standby-fuel 
equipment, thereby impairing the welfare and normal growth of 
Memphis; and that the unlooped portions of applicant’s main line 
constitute a hazard to service which should be alleviated by the in- 
stallation of the proposed dual main lines. 


Percentage 


Ns igentn haste putin mbibaem ya saiee 
Commercial 

Industrial 

Governmental and Municipal 

Publie Utilities 


FSD ba op 


2] noe Srdobo 


The Public Service Commission of Louisiana and the Department 
of Conservation of that State vigorously oppose the granting of the 
certificates. The contention is that while Louisiana has natural-gas 
resources, it is not endowed with coal deposits or water power; that 
the remaining gas reserves in that State are approximately 814 
trillion cubic feet; that such reserves are being withdrawn at the rate 


* Order of Railway Conductors, Brotherhood of Locomotive Engineers, Brotherhood of 
Locomotive Firemen and Engineman, and Switchmen’s Union of North America. 

” The population of Memphis has steadily increased from 33,592 in 1880 to in excess 
of 300,000 at present. Natural-gas consumption in Memphis increased from 1,960,568 
M.c.f. in 1929, when first introduced, to 17,299,175 M.c.f. in 1943. Such 1943 consump- 
tion, by classes of customers, was as follows : 
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of some 1% trillion cubic feet per year, indicating a remaining life 
on the basis of such withdrawals of about 17 years;!! and that such 
irreplaceable natural-gas resources should be conserved for use with- 
in Louisiana—not transported to distant markets outside the State 
for use by competing industries where other fuels are available. 

In opposition to the issuance of the certificates, the National Coal 
Association, United Mine Workers of America, and railroad labor 
unions argue that 88 per cent of all gas sold in Memphis for in- 
dustrial purposes and 76 per cent of the volume sold for commercial 
purposes is used for boiler fuel; that the industrial and commercial 
customers of Mississippi Power & Light Company likewise consume 
in excess of 90 per cent of their gas as boiler fuel; that in the in- 
terests of sound conservation coal should be used instead of natural 
gas for boiler fuel or other so-called inferior purposes; and that the 
public convenience and necessity do not require the granting of the 
certificates, because, if the proposed facilities were not constructed, 
curtailments would need to be made only in service to consumers 
using gas for boiler-fuel purposes. No distinction is made, however, 
in this argument between boilers in power plants and large industries 
on the one hand, and boilers in small commercial establishments, 
office and apartment buildings, schools, hospitals, theatres and hotels 
on the other hand. It is conceded, moreover, that if the deliverability 
of the Monroe field is declining at the rate of 15 per cent per year 
“it will be necessary to obtain supplies from other fields in the com- 
paratively near future.” 

In reply to the argument of the coal and labor interests, applicant 
contends that if it were deprived of its boiler-fuel loads, increased 
rates to domestic and commercial users would inevitably result. 

The Railroad Commission of Texas and the Independent Natural 
Gas Association of America contend that the Natural Gas Act does 
not vest us with any authority over the end-uses of natural gas, and 
therefore, that we cannot lawfully give effect to such considerations 
in determining the issue of public convenience and necessity. In 
sharp contrast to the position of Louisiana, the Texas Commission 
desires that no Federal restrictions whatever be imposed on the ex- 
portation of natural gas from Texas.!? 

The State of Tennessee contends that the attitude of Louisiana 


“ However, a witness for the Conservation Department of Louisiana testified that the 
remaining gas reserves in Louisiana amount to approximately 11 trillion cubic feet. The 
geologist of United testified that the present known reserves in Louisiana are in excess 
of 12 trillion cubic feet and that additional reserves are being discovered at a rate ex- 
ceeding present withdrawals. 

” Counsel for the Texas Commission stated : 

“We are great marketers of natural gas in Texas and we feel that the better the 
market, the larger the market, the better the price, and the better the price, the easier 
it is to prevent physical waste of natural gas, because then you have landowners and 
everyone else undertaking to prevent waste and hold it down.” 
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in this proceeding is “discriminatory” against Tennessee, since large 
quantities of gas are now being exported from Louisiana to other 
States, including Texas, Arkansas, Mississippi, Missouri, Illinois, 
Alabama, Georgia and Florida, without restrictions. 

Additionally, it is noted that a representative of numerous land 
and royalty owners in the Lisbon gas field has urged that the ap- 
plications be granted, stating that the proposed Lisbon line would 
furnish the only dependable outlet for the sale of their gas. 

These conflicting contentions have been given our careful con- 
sideration. We have been keenly aware of the necessity of finding a 
satisfactory solution to the many perplexing problems thus posed, 
not only in these proceedings, but also in other cases arising under 
section 7 of the Natural Gas Act. In our 1940 Annual Report to 
Congress, (at pp. 79-80) we directed attention to the growing im- 
portance of certain of these problems and suggested the necessity 
for further investigation and additional legislation. The Committee 
on Interstate and Foreign Commerce of the House of Representa- 
tives, in its report on H. R. 5249, a bill to amend section 7 of the 
Natural Gas Act (H. Rep. No. 1290, T7th Cong., Ist Sess., pp. 4-5), 
deleted certain portions of the proposed bill, stating that : 


The increasingly important problems raised by the desire of several States 
to regulate the use of the natural gas produced therein in the interest of con- 
sumers within such States, as against the Federal power to regulate inter- 
state commerce in the interest of both interstate and intrastate consumers, 
are deemed by the committee to warrant further intensive study and probably 
a more detailed and comprehensive plan for the handling thereof than that 
which would have been provided by the stricken subsection. 


These events, coupled with the growing intensity of the conflict 
between opposing interests in certificate cases coming before us 
under section 7 of the Act, led to our adoption, on September 22, 
1944, of an order in docket No. G-580, infra, p. 725, instituting a 
comprehensive investigation of the entire problem. The Governors 
and regulatory and conservation commissions of each of the States, 
the Interstate Oil Compact Commission, the natural-gas industry, 
the coal, railroad and labor organizations, and other interested par- 
ties have been invited to file statements of their views and sugges- 
tions concerning the matters to be covered in such investigation and 
the procedure which should be followed. Hearings are to be held as 
soon as practicable, at which all interested persons will be given full 
opportunity to present their views. 

At the outset of the rehearing, it was announced that the Com- 
mission would institute the general investigation, above referred to, 
and counsel were invited to cooperate in confining the hearing to the 
facts substantially and immediately affecting the pending applica- 
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tions. The instant proceedings are necessarily limited to the issues 
raised by such applications and must be decided on the record be- 
fore us. It is apparent that we did not undertake in these proceedings 
the broad investigation instituted by our order entered in docket 


No. G-580. 


This proceeding does not involve the construction of a pipeline to 
provide service to new market areas. The evidence shows that the 
proposed facilities are required for the rendition of adequate service 
to applicant’s present customers in its existing markets. When com- 
pleted, such facilities will not permit applicant to serve more than 
an additional 21,000 M.c.f. per day to its customers. Moreover, ap- 
plicant is now obtaining its natural-gas supplies from the Monroe 
field from which large volumes of natural gas are being transported 
to markets outside of Louisiana. Applicant proposes initially to ob- 
tain its additional natural-gas supplies from the Lisbon field, the en- 
tire output of which, substantially, is now being exported from 
Louisiana, and will continue to be exported under existing contracts 
whether or not these applications are granted. The total additional 
gas to be sold by applicant constitutes only about 1.3 per cent of the 
total natural-gas production of Louisiana marketed in the year 1942. 
Furthermore, the agreement between applicant and United contem- 
plates that within a few years a sizable proportion of applicant’s ad- 
ditional gas supplies will come from Texas. 

While we are not unsympathetic with the effort of the producing 
State of Louisiana to protect and conserve its natural gas resources 
for the benefit of its citizens, it is apparent that denial of applicant’s 
request for these certificates will not afford the State of Louisiana 


a satisfactory solution of the problem posed by it. 


Such problem 


cannot be determined within the limits of these proceedings. It is 
reasonable, however, to condition the certificates so that the facilities 
herein authorized shall not be used for the transportation or sale of 
natural gas to any new customers of either applicant or United ex- 


cept upon specific authorization by this Commission. 


CONCLUSION 


Careful consideration of the entire record before us compels the 
conclusion that the present and future public convenience and neces- 
sity require the issuance of certificates authorizing the construction 
and operation of the proposed facilities, subject to the terms and con- 
ditions of the accompanying order. In arriving at this conclusion we 
have carefully considered the entire record, including the additional 
evidence presented at the rehearing showing, among other things, 
that applicant has, since the former hearing, entered into further 


arrangements for an ample gas supply, and that the proposed facili- 
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ties are required for the maintenance of adequate service to its 
present customers. in 
We have today adopted an order in these proceedings issuing cer- 
tificates of public convenience and necessity to applicant in accord- 
ance with this opinion. 
Basti Man ty. 
Cravupe L. Draper. 
LeLanp O xps. 
Joun W. Scorr. 
Netson Leet Smiru. 


Order issuing certificates of public convenience and necessity 
Memphis Natural Gas Company 
(G-522, G-549) 


Upon consideration of the entire record herein, the Commission 
having this day adopted its opinion in this matter, which is hereby 
referred to and made a part hereof by reference; 

The Commission finds that : 

(1) The proposed construction and operation by Memphis Natural 
Gas Company (applicant) of the facilities described in the applica- 
tions, and amendment, in the above-docketed matters, are and will be 
required by the present and future public convenience and necessity, 
and certificates authorizing such proposed construction and opera- 
tion should be issued, as hereinafter ordered and conditioned ; 

(2) Applicant is able and willing properly to do the acts and per- 
form the service proposed and to conform to the provisions of the 
Natural Gas Act, as amended, and the requirements, rules and regu- 
lations of the Commission thereunder ; 

The Commission orders that : 

(A) Certificates of public convenience and necessity be and they 
are hereby issued authorizing Memphis Natural Gas Company to 
construct and operate its proposed facilities for the transportation 
and sale of natural gas, subject to the jurisdiction of the Commis- 
sion, as described in the applications in docket Nos. G-522 and G- 
549 as amended, upon the terms and conditions of this order; 

(B) Said certificates are granted upon the express condition that 
the facilities herein authorized shall not be used for the transporta- 
tion or sale of natural gas to any new customers of either applicant 
or United Gas Pipe Line Company except upon specific authoriza- 
tion by this Commission ; 

(C) On or before 90 days from date hereof, applicant shall file 
with the Commission the executed formal contracts referred to in the 
letter agreement dated August 1, 1944, between applicant and United 
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Gas Pipe Line Company, in the letter agreement dated September 
19, 1944, between applicant and Southwest Gas Producing Com- 
pany, Inc., and in the letter agreement of September 15, 1944, be- 
tween Southwest Gas Producing Company, Inc. and Big West Drill- 
ing Company; 

(D) Applicant shall commence the construction of the facilities 
herein authorized not later than December 15, 1944, shall hereafter 
in good faith and with due diligence prosecute such construction, 
shall complete and. put into operation said facilities at the earliest 

‘ possible date, and shall report to the Commission in writing, under 
oath, the date such construction is commenced and also the date com- 
pleted ; 

(E) The certificates granted hereby shall not be transferable and 
are without prejudice to the authority of this Commission or any 
other regulatory body with respect to rates, contracts, service, ac- 
counts, valuation, estimate or determination of cost, or any other 
matters whatsoever now pending or which may come before this 
Commission or other regulatory body, and nothing herein shall be 
construed as an acquiescence by this Commission in any estimate or 
determination of cost or any valuation of property claimed or 
asserted ; 

(F) Nothing herein is to be construed as affecting in any manner 
the determination of the service area of applicant under section 7 (f) 
of the Natural Gas Act, as amended ; 

(G) The certificates granted hereby shall be effective as long as 
applicant continues the operations and acts hereby authorized in 
accordance with the provisions of the Natural Gas Act, as amended, 
and any pertinent rules, regulations or orders heretofore or hereafter 
issued by the Commission ; 

(H) Nothing contained herein shall be construed as relieving ap- 
plicant from the necessity of complying with any order, rule, regu- 
lation, or other requirement of the War Production Board; 

(1) Appropriate evidence of the issuance of the certificates issued 
hereby shall be furnished to applicant. 





In THE Marrer oF 
THE MONTANA POWER COMPANY 


Reclassification of the Electric Plant Accounts of a Public Utility 


IT-5825 
(Decided February 13, 1945) 


Syllabus 


. Account 100.5, electric plant acquisition adjustments, of the Commis- 
sion’s Uniform System of Accounts, is designed to include the differ- 
ence between the amount paid and original cost where the account- 
ing utility has purchased an operating system at arm’s-length for 
more or less than original cost. P. 217. 

. Account 107, electric plant adjustments, is designed especially to in- 
clude all write-ups, inflation, “water”, and other fictitious amounts 
which have found their way into the books of accounts. P. 217. 

. There can be no increase in the actual legitimate cost of public utility 
properties in a transaction in which the transferor and the trans- 
feree in substance and effect, but not in form, are one and the same. 
P. 222. 

. Where, in a series of reorganizations of predecessor companies, the 
statement of assets was increased at each step over the statement of 
the same assets on the books of each predecessor company, the in- 
crease being accomplished by an exchange of securities with owner- 
ship and direction remaining the same, and where the transactions 
were not at arm’s-length, cost to respondent can be no more than the 
aggregate of the cost to the predecessor companies. P. 223. 

. In a transaction between wholly owned and controlled affiliates, no new 
cost can be created by the issuance and distribution among the old 
owners of additional securities without. other consideration where no 
additional investment was made and no new plant was acquired. 
P.. 220. 

. Where cost of utility plant to predecessor companies is determinable 
from the books and records of predecessor companies, evidence of 
value is wholly immaterial to the determination of that cost. P. 226. 

. Transactions at less than arm’s length do not result in an increase in 
actual legitimate cost of electric facilities. P. 228. 

. Final consolidation (1913) of all predecessor interests into respondent 
by acquisition of stock held by its president (who had been director 
and largest stockholder in predecessor company), and by Butte 
Electric, in exchange for stock in respondent did not result in any 
increase in cost, there being no arm’s-length bargaining but a con- 
solidation or pooling of interest rather than a sale. P. 234. 

. Where the bargaining is confined to the relative position of the re- 
spective interests involved and there is not a cash or its equivalent 
consideration, to be paid for the properties by a bona fide purchaser, 
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there is no party whose interest would be served by reduction in 
the nominal capitalization and the transaction is, therefore, not at 
arm’s-length. P. 236. 

In ascertaining cost of power sites owned by affiliated predecessor, 
cost of acquisition of stock of predecessor by consolidating interests 
was allowed, after deducting current assets and book cost of dam 
and powerhouse included at full cost in other plant accounts. P. 236. 

Excess of recorded cost to parent of power properties over cost so 
determined, and higher book cost on transfer to wholly owned sub- 
sidiary are write-ups which should be classified in Account 107. 
P. 287. 

Write-ups in plant accounts of respondent resulting from the various 
merger transactions, all of which were between affiliates, are 
properly classifiable in Account 107. P. 240. 

Construction fees paid by respondent to affiliated construction com- 
pany, in absence of showing by respondent that it represented other 
than pure profit, should be classified in Account 107 as constituting 
associated company profit. P. 241. 

An amount which respondent is unable to associate with property still 
in existence and apparently representing unrecorded retirements, 
classified in Account 107 pending disposition to the depreciation re- 
serve. P. 241. 

Amounts credited to plant accounts of predecessors in lieu of de- 
preciation should be reinstated in plant accounts and credited to 
Account 107, pending disposition to depreciation reserve. P. 241. 

An amount in excess of actual legitimate cost to predecessor paid in 
the acquisition of an electric company for utility plant is properly 
classifiable in Account 108.17, common utility plant adjustments, 
inasmuch as it applies to several utility departments. P. 242. 

A stock discount improperly charged to predecessor’s plant account 
where the proceeds of the sale of stock were used to acquire utility 
properties should likewise be classified in Account 108.17, common 
utility plant adjustments. P. 242. 

Organization expenses originally charged off in accordance with sound 
principles and practices should not now be reinstated. P. 248. 

The cost of a site which is not now and never has been used in utility 
service should be classified in Account 110, other physical property, 
in absence of evidence of its being held under a plan for future use 
for that purpose. P. 243. 

A portion of amounts in Accounts 107 and 108.17, representing write- 
ups, which, in each main instance, were recorded as an offset to 
balance the face amounts of common stock issues, should be absorbed 
by the common stock equity and ordered charged to capital surplus 
account, if one is created for that purpose, otherwise to the earned 
surplus account. P. 244. 

The excess over original cost held properly classifiable in Account 100.5, 
electric plant acquisition adjustments, found to represent payments 
for elimination of threat of competition, rounding out of service 
areas and for prospective earnings, which had been in the accounts 
a considerable period of time, some of it as long as 42 years with- 
out any provision for amortization, does not represent payment for 
tangible property now in-service. Such intangibles should not remain 

on respondent’s books, unamortized and undiminished, indefinitely 
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ahd were ordered amortized over a period of 15 years beginning in 
1945 by annual charges to Account 537, miscellaneous amortization. 
P. 250. 


By THE CoMMISSION : 


This proceeding arises under section 301 (a) of the Federal Power 
Act, which authorizes the Commission to prescribe a uniform system 
of accounts for public utilities and licensees and, after notice and 
opportunity for hearing, to order the accounting entries required 
thereby. 


JURISDICTION, 


The Montana Power Company! owns and operates facilities for 
the transmission and sale at wholesale of electric energy in interstate 
commerce. These include transmission facilities extending across the 
Montana-Idaho State line to connect with the Washington Water 
Power Company at Burke, Idaho, and similar facilities connecting 
with the Idaho Power Company at Monida, Montana (State line). 
By means of these facilities Montana Power sells large quantities of 
enery at wholesale to the Washington Water Power Company and, 
through the Idaho Power Company, to the Utah Power & Light 
Company. Montana Power is, therefore, a public utility under the 


Federal Power Act, subject to all the requirements of the Act and 
the aforesaid Uniform System of Accounts. It is also a licensee. It 
has not questioned the jurisdiction of the Commission. 


UNIFORM ACCOUNTING 


The accounting provisions of the Federal Power Act were enacted 
following the reports of the Federal Trade Commission covering its 
comprehensive investigation of the public utility industry pursuant 
to Senate Resolution No. 83, 70th Congress, 1st session.? These re- 
ports revealed that the assets of public utility holding and operating 
companies had been written up or inflated by approximately one and 
one-half billion dollars. The Federal Trade Commission recommend- 
ed that the Congress enact remedial legislation to restore “soundness 
and common honesty in corporate and particularly in holding com- 
pany affairs” and it also recommended that an appropriate agency 
be given “power to make and enforce regulations as to uniform ac- 
counting.” 

A “Legal Survey on Use of Valuation ‘Write-ups’ of Fixed Capital 


1 Sometimes referred to hereinafter as “Montana Power” or “the company,” or “re- 
spondent.” 

2It may be noted as an interesting coincidence that this resolution was introduced 
by the late Senator Thomas J. Walsh of the State of Montana. 
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Assets as basis for Security Issues,” published as a part of the Fed- 
eral Trade Commission report, emphasized that if these matters are 
“left entirely to the regulatory venture of the several States, it is 
more than doubtful that it will ever lead to the realization of the 
goal of effective regulation.” It concluded: “More specifically, this 
means the nation-wide jurisdiction of the Federal Congress must be 
promptly invoked to regulate and to reinforce State regulations.” 

The legislative history of the accounting provisions of the Act 
shows that this view prevailed. An attempt to limit the federal ac- 
counting authority, by providing that “if, with respect to * * * the 
method of keeping accounts, * * * any person is subject to the law of 
any State or regulation by a State commission, such person shall not 
be subject to the requirements (of the Act) with respect to the same 
subject matter” failed. Representative Lea, member of the House 
Committee on Interstate and Foreign Commerce which reported the 
bill, objected to this amendment on the ground that it “would largely 
destroy the usefulness of the Federal regulation this bill gives to the 
Federal Power Commission.” He said: “The amendment * * * would 
destroy effective control over the accounts * * * of these utility com- 
panies. It would compel the Federal Government to accept State 
valuations, made in some instances without adequate information 
and sometimes in total disregard of the rights of the people of other 
States whose interests, rates, investors, and consumers are involved.” 
(79 Cong. Rec. 10574-75) .3 

In carrying out the accounting provisions of the Act, the Commis- 
sion has applied the principles, embodied in the Uniform System of 
Accounts, on a uniform basis to companies operating in a majority 
of the States in the Union. As a result, half a billion dollars of in- 
flation has been eliminated from the plant accounts of electric util- 
ities. In most cases this has been accomplished with the cooperation 
of the State commissions, most of which have adopted an almost 
precisely similar Uniform System of Accounts.* As a result, under- 
writers, fiduciary institutions, investors and consumers throughout 
the country more and more can look at electric utility financial state- 


ments with confidence that they tell their story on a comparable 
basis. 






*It may be noted that the State Commissions of Montana and Idaho were invited 
to participate in the Commission’s examination of the Montana Power Company's 


books. The Idaho Commission made no response and the Montana Commission re-‘ 


sponded that it would be unable to participate because of lack of appropriations. The 
Montana Commission subsequently sat concurrently in the hearings and has rendered 
a decision based on valuations which are not countenanced by our Uniform System of 
Accounts. 

*Our System of Accounts was drafted in collaboration with representatives of State 
regulatory agencies. The National Association of Railroad and Utilities Commissioners 
adopted what, for all practical purposes, is the same system of accounts. These sys- 
tems, with certain modifications in particular instances, are prescribed by 35 regula- 
tory commissions. Moody’s Manual of Public Utilities, 1944, p. a46. 
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A COST SYSTEM 


The Uniform System of Accounts prescribes accounting on a 
“cost,” as distinguished from a “value” basis. It provides two bal- 
ance sheet accounts into which, after appropriate study, the amounts 
on the books associated with electric plant as of the effective date, 
are to be classified: 100 Electric plant. 107 Electric plant adjust- 
ments. 

Account 100 includes the actual legitimate cost, i.e., bona fide in- 
vestment of public utilities in electric plant. This account, in turn, 
is subdivided into numerous sub-accounts. In certain of these the 
original cost of particular plant items (those for generating sta- 
tions, transmission line, etc.) is to be stated. By original cost is 
meant the cost to the person first devoting the properties to public 
service. Where the accounting utility was the first to devote the prop- 
erty to public service, original cost is,the cost to it. Where the ac- 
counting utility has purchased an operating system at arm’s-length 
for more or less than original cost, the difference is classified in an- 
other sub-account to Account 100, designated Account 100.5, electric 
plant acquisition adjustments. 

Account 107 is designed especially to include all write-ups, infla- 
tion, “water” and other fictitious amounts which have been injected 
into the books of accounts. This account was purposely made a bal- 
ance sheet account in order to inform those interested as to the infla- 
tion in the accounts of a particular utility, pending disposition of 
the amount thereof. 

By order of the Commission, the Uniform System of Accounts 
for Public Utilities and Licensees became effective on January 1, 
1937. The amounts in the books in respect to electric plant were 
classified in a temporary account pending a comprehensive study 
thereof. Utilities were allowed two years to make the necessary re- 
classification studies. 


MONTANA PROCEEDINGS 


Montana Power filed its first reclassification study on August 1, 
1940. This study, among other things, classified $17,816,067.95 as 
miscellaneous intangible plant; $5,519,561 as electric plant acquisi- 
tion adjustments; $13,660,000 as other investments; and $17,701,- 
233.67 as hydraulic land and land rights. The study did not meet 
the requirements of the Commission’s general order of May 11, 1937, 
with respect to reclassification studies and, by letter dated October 
3, 1940, the company was requested to explain the derivation of the 
above-mentioned items. No explanation was forthcoming. 

In 1941-1942 the staff of the Commission made a field investiga- 
tion of Montana Power’s reclassification study and of its books, 
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records and documents. Under date of December 15, 1942, the staff 
submitted its report, a copy of which was transmitted to the com- 
pany on February 5, 1943, with the request that it revise its studies 
to conform with the report and submit plans for the disposition of 
the amounts which the staff proposed should be reclassified in the 
adjustment accounts. 

On June 9, 1948, the company submitted a “Reclassification of 
Electric Plant—Revised” which differed materially from the report 
of the Commission's staff, as well as from its own original study. 
The amounts mentioned above, totalling more than $54,000,000, 
were distributed on an entirely new basis. The $17,816,067.95 classi- 
fied as miscellaneous intangible plant vanished entirely. The $13,- 
660,000 classified as other investments also disappeared. Instead of 
these items, the amount classified as hydraulic land and land rights 
increased to $39,266,245.54 and the electric plant acquisition adjust- 
ment account increased to $14,144,405.63. The company also estab- 
lished $2,439,622.86 in electric plant adjustment account, as contrast- 
ed with a credit amount of $3,303,115.61 reported in that account in 
its earlier study. 

At this point it may be noted that the revised studies of the Com- 
mission staff and Montana Power agree almost precisely on the total 
amount which should be classified in all the sub-accounts represent- 
ing physical property other than hydraulic land and land rights, 
the totals being $67,587,674.82 and $67,245,345.38, respectively. This 
leaves a total of about $58,250,000 at issue, the proposed classifica- 
tions of which would be as follows: 





Revised 
staff report 






Revised 
company report 


Classification 








Hydraulic land and land rights.._...~- 










$ 4,430,322.00 $39,266,245.54 
Plant acquisition adjustments ~.. ~~~ 6,231,763.90 16,852,005.89 
Ret ee: 47,553,548.95 __2,439,622.86 

58,215,634.85 8,557,964. 


After deducting the $4,430,322 which the staff recommends for 
classification in the hydraulic land and land rights account, there 
remains approximately $53,785,000 for which the appropriate classifi- 
cation under the Uniform System of Accounts must be determined. 

On December 28, 1943, the Commission entered an order setting 
the matter down for hearing, at which the company was directed to 
show cause (1) why the Commission should not direct it to make 
certain revisions in its reclassification studies to conform with the 
recommendations contained in the staff report and (2) why the 
Commission should not direct the company to dispose of the amounts 
proposed for classification in the adjustment accounts. By subse- 
quent order, provision was made for the proceedings to be conducted 
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as joint hearings with the Board of Railroad Commissioners of Mon- 
tana, each Commission reserving the right to control its own record 
and make its own decisions.® 

Hearings began on March 27, 1944. American Power & Light 
Company, owner of 99 per cent of Montana Power Company’s com- 
mon stock, and certain groups of preferred stockholders had pre- 
viously been permitted to intervene. The record consists of 5,747 
pages of oral testimony and 420 exhibits of which 399 were received 
in evidence before this Commission. All parties filed main and reply 
briefs and argued the issues orally before the two Commissions sit- 
ting concurrently en bane.® 


THE ISSUES 


In his oral argument counsel for Montana Power stated explicitly 
that there were “only two principal or fundamental issues involved” 
in a determination whether the $47,000,000 which the Commission’s 
staff had classified in Account 107 was properly classifiable as a 
write-up in that account. We agree with that statement. We would 
state those issues as follows:7 (1) Can there be an increase in the 
actual legitimate cost of public utility properties in a transaction in 
which the transferor and the transferee, in substance and effect, but 
not in form, are one and the same; and (2) did the transaction where- 
by the John D. Ryan group exchanged stocks of Thompson Falls 
Power Company and Great Falls Water Power and Townsite Com- 
pany for stocks of Montana Power result in an increase in the actual 
legitimate cost of the public utility properties ? 

The first question is raised in connection with four successive con- 
solidations, mergers, successions or reorganizations, culminating in 
the reorganization of December 12, 1912, through which Butte Elec- 
tric & Power Company and its subsidiaries became The Montana 
Power Company. These transactions, in which plant accounts were 
increased by a total of approximately $22,000,000, will be discussed 
under the heading of “The 1912 Reorganization.” 

The second question is raised by the exchange in 1913 of the stock 
of The Montana Power Company for the common stocks of the Great 
Falls Water Power & Townsite Company and the Thompson Falls 
Power Company, constituting a pooling of the Ryan and Wetmore 


’The Montana Commission did not adopt a system of accounts similar to ours until 
December 17, 1942, after our field investigation of Montana Power studies had been 
completed. No members of its staff offered evidence in the proceedings. 

*Counsel for the Montana Commission did not file any briefs nor present oral argu- 
ment as to the matters at issue. P 

* Counsel for Montana Power stated the issues in the following language: “(1) can 
a cost be established in a transaction which is not at arm’s-length but which is based 
on the fair commercial value of the property at the time; and (2) were the sales by 
the Ryan group to The Montana Power Company in February of 1913 arm’s-length 
purchases by The Montana Power Company which created a new cost?” 
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power interests in Montana. These stocks were carried as invest- | "™ 
ments by Montana Power until 1929 when Thompson Falls Power 
Company and Great Falls Power Company (a subsidiary of Great ] ga, 
Falls Water Power & Townsite Company) were merged into Mon- | ag: 
tana Power. These transactions, which resulted in increases in plant 
accounts totalling $24,000,000, will be discussed under the heading | ._ 
“Final Step in Consolidation of Montana Power Interests.” e 
Montana Power answers both questions in the affirmative. On the pr 
basis of our analysis of the record before us, and in accordance with 3 
the principles embodied in our previous decisions, we answer both 
questions in the negative and find a total of $46,891,597.41 properly P 
classifiable as write-ups in Accounts 107 and 108.17.° 
WRITE-UPS LONG RECOGNIZED BY MONTANA POWER 
The record shows beyond contradiction that for many years the | ~ 
officers of the company have recognized the existence of the infla- 
tion approximately equal to the amounts found by the Commission’s | |; 
staff and that they have given consideration to writing it off. i 
A Montana Power Company plant valuation statement as of De- 5 
cember 31, 1914, about two years after the completion of the pooling 
of Montana power interests into The Montana Power Company, ] 


showed intangible plant at $51,284,341.49 out of a total plant valua- 
tion of $81,223,018.13. Of the intangible total, $47,190,863.10 was 
classified as “Water Rights, Contracts, Franchises, etc.” 

This was unquestionably based on a 1913 appraisal of the com- 
pany’s properties, including its subsidiaries, by William J. Hagenah, 
which disclosed a difference of approximately $47,000,000 between 
the appraisal figures and the amount shown on the books. Since that 
time, in order to reconcile the amounts recorded on the books with 
the Hagenah valuation, this difference of $47,000,000 has generally 
been referred to as “intangibles.” 

In 1935, Mr. J. R. Thomas, treasurer of the company, wrote R. M. 
Boykin, an operating sponsor of Ebasco Services, a service company 
of the Electric Bond & Share holding company group, as follows: 


Earlier in the year you asked several of us to give some thought to the 
matter of writing down our Property Account to bring it in line with the 
value of our property used and useful in the service of the public, in order 
that there might be a closer agreement between rate base, tax base and book 
figures. At that time I suggested that one approach to the solution might 








®* Write-ups common to two or more departments such as electric, gas, and water, 
are classified in Account 108.17. The System of Accounts provides that amounts re- 
lating to utility departments, other than electric, shall be classified in Account 108, 
other utility plant. Appropriate provision is made for subdividing the accounts and, 
accordingly, Account 108.17, common plant adjustments, is employed to show the ad- 
justments of the nature described. What we say regarding 107 amounts applies with 
equal force to 108.17 amounts. 
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reasonably be through the common capital stock account by reducing it, by 
transfer to Capital Surplus by the amounts-by which the Property Account 
had been arbitrarily increased in the past by mergers, acquisitions, etc. The 
same unallowable amounts would then be transferred from Property Account 
against Capital Surplus. 


The following year, in connection with the refunding of a large 
issue of bonds, Mr. Thomas and Mr. F. W. Bird, who was then vice 
president of the company, reported to the president, Mr. F. M. Kerr, 
on the embarrassment which these write-ups had caused them. Mr. 
Bird, reporting in writing on the negotiations with the underwriters, 
said : 

We had our final round with the underwriters this afternoon. .. . 

There was one rather serious hitch, the old Banquo’s ghost. ... This dis- 
cussion came up after a review of the write-ups on Great Falls Power Co. 


. Of course there is only one way to fix it, that is write it down and 
write the capital down. 


When, in the instant proceeding, Mr. Bird was asked about this 
letter, he said he was talking about intangibles concerning which 
insurance companies, investment concerns and banks had for years 
sought explanations from the company. 

Similarly, Mr. Thomas, writing to president Kerr concerning the 
hearing before the Federal Power Commission on an application for 
authorization to issue the same refunding bonds, said : 


. I was on for about 1% hours this morning and about 2% this after- 
noon. Examiner Hampton did all the questioning in the afternoon—and it 
was very, very trying. ... 

I knew my stuff about the Company’s affairs and its proposed financing, but 
couldn’t dodge the admission of existence of intangibles. .. . 

... I wish I might haye had a better case in the P.M. to talk for than in- 
tangibles but it wasn’t the time to side-step. 


Of course, it is common practice to label write-ups as “intangibles.” 
As Dr. Paton, a witness for the company, writing about intangibles, 
said :® 

It is true that reported intangibles have often been nothing more than off- 
sets to,nominal security values, and it is accordingly easy to understand why 
they are in bad odor in financial circles. 


In this connection it is interesting to recall that in 1929 in a hear- 
ing before this Commission, Montana Power, in an effort to refute 
the implications in an allegation of inflation in its accounts stated 
that, although its books reflected an amount of $100,000,000 it earned 
on an investment equal to only $45,000,000. It disagreed with the 
use of par value of securities issued in the 1913 transactions as the 
measure of the cost of properties acquired. 

This brief historical summary shows that the officers of the com- 


* Advanced Accounting, p. 409. 
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pany for many years have had knowledge of inflation in its accounts 
approximating $47,000,000. It also explains why the company’s ef- 
forts to comply with the Uniform System of Accounts resulted in 
such widely differing proposals.?° 


COMPANY’S EXPERTS LOOK TO FORM ONLY 


Turning to the first question—Can there by an increase in the 
actual legitimate cost of public utility properties as.a result of a 
transaction in which the transferor and transferee in substance and 
effect, but not in form, are one and the same—the company answered 
this question in the affirmative and in support thereof relied upon 
the expert testimony of several accounting witnesses, particularly 
William A. Paton, Henry A. Horne and John H. Bickley." 

These witnesses agreed with staff witnesses that the recording of 
assets on the books of a utility at a higher figure, even though the 
higher figure was supported by “value,” was a write-up. They testi- 
fied, however, that exactly the same result could be accomplished 
and the odium of write-up avoided, merely through transferring the 
assets to another corporate entity formed solely for the purpose of 
taking title thereto. They championed the theory that transactions 
between corporations, no matter how closely related, dominated or 
controlled, must be treated as normal business or commercial trans- 
actions. Their criterion in such cases was the formality of the cor- 
porate existence and not the substance of what was done. In other 
words, the company’s witnesses refused to pierce the corporate veil. 

Commission witnesses, on the other hand, testified that in trans- 
actions in which purchases and sales were in form only, but in which 
the substance of ownership did not change, there was no change in 
the actual legitimate cost of the properties. They insisted where the 
transferor and transferee were one and the same in substance and no 
additional assets were invested in the enterprise, cost remained un- 
changed. They were cross-examined extensively as to their views 
but their testimony was unshaken. 

Accordingly, we are not persuaded by the testimony of the com- 


The record contains a memorandum from the files of the holding company entitled 
“Montana Power Company—Analysis of Inflationary Items from Ebasco Files’—which 
reveals and contrasts four different proposals for classifying the inflationary items. 
It contains a table introduced by the following sentence: 

“As a result of the Company’s studies of available records, supplemented with in- 
ventories and estimates where necessary, the following reclassification in accordance 
with FPC requirements has been made.” 

The table shows “plant and property” at $125,803,000, original cost of physical 
plant at $71,032,000 and a balancing figure for “Intangibles” at $54,771,000. 

“It may be noted, in connection with the testimony of Dr. Thomas H. Sanders 
that, being concerned that his testimony might not otherwise be respected, he ob 
jected to answering hypothetical questions bearing upon the facts in this case. 
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pany’s accounting witnesses.'2 Their theory, that the mere, formal 
existence of a new corporate entity regardless of identity of owner- 
ship, management and business, is sufficient to support the conten- 
tion that a new cost has been incurred, would enable utilities to con- 
vert cost accounting to value accounting by the simple expedient of 
forming a new corporation. This would be contrary to the basis of 
our system of accounts, prescribed pursuant to the intent of Con- 
gress as expressed in the Federal Power Act. Our system of ac- 
counts is firmly rooted in the cost concept, which has been generally 
recognized as the proper basis for regulatory purposes. 

The view expounded by the company’s experts has been previously 
considered by the Commission in numerous cases and rejected be- 
cause to hold otherwise would be to flout the “broad purpose of the 
Act to correct abuses of write-ups, inflation of accounts and similar 
practices.”!3 To permit the corporate fiction to conceal the real iden- 
tity of the transferor and transferee and the fictitious nature of 
claimed additional cost arising from a formality of purchase and 
sale between them would be to open the way to a continuation of the 
abuses of the holding company era. These abuses, which the Public 
Utility Act of 1935 was designed to remedy, resulted in injury equally 
to consumers and investors. 

Our answer to the first question, which company counsel in some- 
what different phrasing propounded. as fundamental to its case, is, 
therefore, in the negative. To answer it otherwise would be to re- 
create the conditions exposed by the Federal Trade Commission and 
which Congress legislated to correct. We agree with Commission 
counsel that an affirmative answer would enable regulated utilities 
to utilize accounting as an instrument for imposing an effective 
check on regulation. 


THE 1912 REORGANIZATION 


The answer to this first principal question applies squarely to the 
four reorganizations which culminated in that of December 12, 1912, 
through which The Montana Power Company came into being. The 
first three of these reorganizations occurred in 1892, 1899 and 1901, 
inereasing the statement of assets over the statement of the same 


®In determining the weight to be given to testimony of the company’s expert wit- 
nesses, it is pertinent to note the sharp conflict between the testimony of Dr. Paton 
in this proceeding and the principles advocated in his prior writings. Moreover, in at 
least one significant matter of principle his present testimony conflicts with that which 
he gave in the California-Oregon Power Company case before this Commission—a con- 
flict for which he gave no satisfactory explanation. 

Moreover, Bickley testified he had a major responsibility in the Federal Trade Com- 
mission’s investigation of the public utility industry but his testimony in the instant 
proceeding is diametrically opposed to the staff reports of that Commission and the 
conclusions of the Commission itself. 

% The Connecticut Light and Power Co. v. Federal Power Commission, 141 F. 2d 14, 
17 (App. D. C. 1944). 
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assets on the books of the predecessor companies respectively by 
$584,549.10, $139,899.72, and $1,881,347.07. In each instance, the rec- 
ord shows, the result was accomplished by an exchange of securities 
with the ownership and direction remaining substantially the same. 
The 1901 transaction brought the Butte Electric & Power Com- 
pany, immediate predecessor of The Montana Power Company, into 
existence. In response to the proposal that the books of the predeces- 
sor Butte Lighting & Power Company be used by overstamping, the 
company’s certified public accountant, H. N. Niles, advised: 


Entirely new books should be opened for the new company.” You have 
deliberately watered the stock of the company and therefore you should take 
all possible means to prevent reference to the old books. If you open entirely 
new books, then these books will show all the transactions from the beginning 
of the new company and you would probably never be required to produce the 
books of the old company. 


By 1912 Butte Electric & Power Company (which we shall here- 
after refer to as “Butte Electric”) had acquired the stock of two 
other companies, namely, Missouri River Electric & Power Company 
and Madison River Power Company, the latter in turn owning all 
the common stock of Billings and Eastern Montana Power Company. 
Butte Electric had also acquired from John D. Ryan one-half the 
common stock of the Great Falls Water Power & Townsite Company 


for which we allow, as a cost to the company, the $2,500,000 in cash 
and securities With which Ryan was paid.14 

On September 19, 1912, the Butte Electric board of directors 
appointed a committee to consider the company’s recapitalization 
and the absorption of its constituent companies, as part of a general 
plan for consolidating all Montana Power interests. A plan of re- 
organization was worked out pursuant to which The Montana Power 
Company, the present corporation, was incorporated under the laws 
of New Jersey on October 25, 1912, as the device for reorganizing 
Butte Electric and its subsidiaries. On November 11, 1912, an agree- 
ment of merger and consolidation was executed by and among Butte 


%4For this one-half interest in the Great Falls Company, Butte Electric paid Ryan 
$150,000 in cash, $1,350,000 principal amount of 5 percent bonds (guaranteed to yield 
98%) and $1,000,000 par value of its deferred-dividend stock. We accept this trans- 
action as arm’s-length, although it is not free from doubt. The staff’s only question 
as to whether the total of $2,500,000 should be allowed as cost to Butte Electric, and 
consequently to Montana Power, involved the actual value of the deferred-dividend 
stock. After careful study of all available data, the staff valued this stock at $65 a 
share, noting particularly that at about this time one million dollars principal amount of 
bonds, containing the privilege of converting into common stock, were sold at a price 
of approximately 81% and the privilege of conversion was net exercised until just 
prior to the 1912 four-for-one exchange of Montana Power for Butte Electric stock. 
The company, on the other hand, offered an exhibit purporting to show $135 and $137 
“bid” and “asked” quotations for regular stock as of about the date of the transac- 
tion. After consideration of all the evidence it appears reasonable to accept par value 
for this deferred-dividend stock and to allow $2,500,000 as the cost to Butte Electric 
of the first half of the shares of Great Falls Water Power & Townsite Company. 
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Electric, its subsidiaries, and The Montana Power Company, all in- 
corporated in New Jersey, the reorganization becoming effective a 
month later, December 12, 1912. 

Under the merger and consolidation agreement, Montana Power 
came into possession of the assets of Butte Electric and its subsidi- 
aries, assumed their liabilities and issued its stock in exchange for the 
stock of Butte Electric. The preferred stockholders of Butte Electric 
received 8/10 share of Montana Power’s preferred and 2/10 share of 
its common for each share of Butte Electric’s preferred. The com- 
mon stockholders of Butte Electric, however, received 4 shares of 
Montana. Power’s $100 par value common stock for each share of 
Butte Electric’s common held by them. By this method common 
stock of the par value of $100, was increased by 202,000 shares, a 
total increase of $20,200,000 in par amount. 

To offset this increase in par amount of stock, the plant account 
was increased by the same amount, namely $20,200,000. (Subsequent 
adjustments reduced the increase to $19,663,391.11.) In other words, 
the balance sheet of Montana Power on December 12, 1912, compared 
with the consolidated balance sheet of Butte Electric as of the day 
before, reflected an increase in par amount of $20,200,000 and a con- 
comitant increase in plant by the same amount, without any change 
in the substance of ownership. No additional investment. was made 
and no new plant was acquired. 

Respondent claims that the foregoing increase represents bona 
fide cost. We determine that the transaction was not a purchase and 
sale but one in which the resulting increase in book amount of plant 
was purely a fictitious and paper increment. 

It is clear that in this transaction there was no change of owner- 
ship in the practical sense. The officers and directors, as well as the 
stockholders of the constituent companies, were dealing with them- 
selves. Upon no conceivable basis could it be said that this was an 
arm’s length transaction. Quite rightly, counsel for respondent re- 
frained from making such a contention, although they do contend 
that this was a new business venture!® and a new corporation and 
that under such circumstances a new cost was created even though 
there was a lack of arm’s-length dealing. 

Prior to the merger all of the facilities of the predecessor com- 
panies were interconnected and were operated as one company by a 
common general manager and staff. They had common offices. The 
Montana Power Company was not engaged in any business prior to 
the consolidation, but was organized solely for the purpose of ef- 
fectuating the merger of the pre-existing companies. It was, in fact, 


% This contention, of course, is contrary to the accounting at the time since Mon- 
tana Power opened its books with an earned surplus of $896,314.76 taken over from 
the predecessor companies. 
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merely a corporate device employed for that purpose. Actually the 
merger could have been accomplished without the use of the new 
corporation. 

From the fact that there was no change of ownership, no change 
of control, no change in management, no change in officers, no 
change in assets and no change in operations, we conclude that the 
Montana Power Company was merely a continuation of the same 
business under a new name. 

Whether it was or was not a new business venture and a new cor- 
poration from the purely technical standpoint is, in any event, im- 
material to our conclusion here. As we have previously stated, in a 
transaction between wholly-owned and controlled affiliates no new 
cost can be created by the issuance and distribution among the old 
owners of additional securities without other consideration. Since 
the instant transaction was not at arm’s-length, it follows that cost 
to the respondent can be no more than the aggregate of the cost to 
the predecessor companies. Consequently, where, as here, those costs 
are determinable from the books and records of the predecessor com- 
panies, evidence of value is wholly immaterial to the determination of 
that cost. 

There is adequate evidence that respondent’s officers knew of the 
trouble that might be in store for them in connection with this write- 
up. Preliminary to the making of the opening entry on Montana 
Power’s books, Price, Waterhouse & Company, Certified Public Ac- 
countants, prepared a pro forma balance sheet “showing financial 
position of company as it is expected to be on December 13, 1912,” 
the day after the contemplated consummation of the consolidation. 
The “cost of property” transferred from the predecessor companies 
to the respondent appears thereon as $43,860,931.27. But in order 


to arrive at that amount it was necessary to insert the following 
balancing item: 


Add—Goodwill to write up properties from 
present book values to a value of $400.00 per 
share for Butte Electric & Power Company 


stock outstanding: 221-0 Lele. TELE $20,202,666.67 
Less—Surplus Account of Butte Electric & 
Power Company as finally adjusted__._______ 6 1,668,754.26 


18,533,912.41 


But with regulation so imminent, this was a too obvious rigging 
of the books, and some means of covering the write-up was sought. 
It was suggested by Director Jaretzki, of the legal firm of Sullivan 
& Cromwell, that for the purpose 25,000 shares of the capital stock 











%* Subsequently the directors decided to bring the surplus of the old companies on 
to the books of Montana without deducting it from the write-up. 
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of Great Falls Water Power & Townsite Company, which was car- 
ried on the books of Butte Electric at $2,500,000, be recorded in the 
amount of $22,500,000.!7 

That suggestion, however, troubled respondent’s general manager, 
Max Hebgen, on the ground that it would be hard to justify before 
a Public Service Commission which he felt might soon be set up in 
Montana.'§ 

The problem of how to account for the write-up was solved largely 
by avoiding it, i. e., by recording the “value” of the properties in- 
volved in the consolidation in a lump sum, based on the par value 
of securities issued by Montana Power. This would seem to accord 
with the views of Dr. Paton who likewise avoided precision in ex- 
plaining how such a write-up should be classified on the ground that 
it was a sort of essence “permeating” the whole situation. 

The record shows the company’s present theory, that the 1912 re- 
organization involved a transfer or sale of property to the new Mon- 
tana Power Corporation, is completely at variance with the theory of 
the transaction on which it has heretofore acted. Thus letters from 
C. F. Kelley’® to John D. Ryan and C. W. Wetmore, written while 
the reorganization plans were under consideration, stressed the im- 
portance of a consolidation scheme which would merge Butte Elec- 
tric and its subsidiaries into The Montana Power Company (to be 
formed for that purpose) without involving the necessity for a trans- 
fer of properties to a new corporate entity. Two of the companies 
involved operated waterpower plants and transmission facilities on 
public lands under permits from the United States Departments of 
Agriculture and Interior. According to Kelley, if these companies 


John D. Ryan, who was a member of the Butte Electric reorganization committee, 
was about to take a similar $22,500,000 of Montana Power stock for the remaining 
25,000 shares of the Great Falls Company. 

% Under date of February 11, 1913, he wrote to the representative of the accounting 
firm as follows: 

“I have gone over the tentative balance sheets of The Montana Power Company, and 
it seems to me that it is a mistake to load the Great Falls Group with such a large 
amount. I believe it would be very hard to justify the item ‘Cost of Property’ before 
a Public Service Commission with twenty-two millions, for a one-half interest in the 
Great Falls Power & Townsite Company. It seems to me that this large amount could 
be spread over all the properties. I would suggest for instance, that the Snake River 
purchase which we have recently made, could carry a good part of this. I also believe 
that another part could be charged to the Montana Reservoir & Irrigation Company; 
also to the development at Holter. To my mind it would be very much easier to 
justify these charges than if the whole amount was placed against the Great Falls 
properties. 

There is no doubt that we are going to have a Public Service Commission, as the 
bill creating this Commission has already passed the State Senate and will very likely 
pass the House within a few days. We are also liable to have a Tax Commission. You 
ean readily realize how hard it is going to be for us here on the ground to explain 
these matters to a Public Service Commission and also to a Tax Commission, and we 
must be prepared here to outline how we are going to justify the entries on the books 
of the Power Company.” 

”C. F. Kelley, a company witness in this case was counsel for John D. Ryan in 
connection with the transactions under discussion. 
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transferred their properties they would necessarily have to assign 
these licenses and would be “confronted squarely with the proposi- 
tion that such licenses are not assignable.” 

Kelley pointed out the advisability of avoiding any type of trans- 
action which would put in question the existing revocable permits 
and thus risk bringing the company under new regulations promul- 
gated in August, 1912, by the Secretary of the Interior, which Kelley 
considered absurd and objectionable. He stated that they required 
a permittee, at the request of the Secretary of the Interior, to sur- 
render the permit to the United States or transfer it to such State 
or municipality as the Secretary might designate. According to 
Kelley, compensation to the company would be so limited as to ex- 


9 


clude “going concern,” “contract” and “undeveloped power site” 
value. 

The fact that certain of the company’s waterpower developments 
are still operating under the permits issued prior to the formation of 
The Montana Power Company and still standing in the name of the 
criginal permittees would appear to indicate that the December 12, 
1912, merger has heretofore been considered as involving a continua- 
tion of the old corporate entities in The Montana Power Company. 
Otherwise, there would be grave question whether the company is 
not today operating these properties without authority from the 
United States. It is, therefore, evident that the clear intent was that 
the transaction should not create a new corporation but rather that 
it constitute a merger and continuation of the pre-existing corporate 
entities. 

Counsel for Montana Power Company now concede that this trans- 
action was not at arm’s-length, but, as already indicated, urge that 
Montana Power was a new business enterprise and accordingly that 
the cost to it of the assets of Butte Electric and its subsidiaries was 
the value of such assets at the time of the transfer. We have already 
dealt at length with this contention and pointed out that, to accept 
this principle would be to nullify the cost basis which we have pre- 
scribed for plant accounting. We have consistently held that trans- 
actions at less than arm’s-length do not result in an increase in actual 
legitimate cost of electric facilities, The courts have uniformly up- 
held us in this view.?° 


20 Northwestern Electric Co. v. Federal Power Commission, 321 U. S. 119; Alabama 
Power Company v. McNinch, (D. C. Ct. App., 1937), 94 F. 2d 601; Pacific Power € 
Light Company, 46 P. U. R. (N. 8.) 131 (1942) conceded by Pacific and withdrawn in 
Pacific Power & Light Company v. Federal Power Commission (C.C.A., 9th, 1944), 141 
F. 24,602; Panhandle Eastern Pipe Line Company v. Federal Power Commission, (C.C.A. 
8th, 1944), 143 F. 2d 488; Alabama Power Company v. Federal Power Commission 
(C.C.A., 5th, 1943), 134 F. 2d 602, 609; Pennsylvania Power €& Light Company v. 
Federal Power Commission (C.C.A. 3d, 1943), 139 F. 2d 445, certiorari denied, 321 


U. S. 798; Alabama Power Company v. Federal Power Commission (C.C.A., 5th, 1943), 
136 F. 2d 929. 
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Accordingly, we find that the amount of $19,663,391.11, resulting 
from the exchange of four shares of Montana Power for one share 
of Butte Electric, is a write-up properly classifiable in Account 107. 
Butte Electric also brought into the merger the write-up of $2,605,- 
795.89 discussed above under this heading. Thus the total write-up, 
resulting from the December 12, 1912, transaction, amounted to $22,- 
269,187.24 This amount is classifiable in Account 107. 


FINAL STEP IN CONSOLIDATION OF MONTANA POWER INTERESTS 


The consolidation of all Montana power interests into The Mon- 
tana Power Company, which had been under active consideration by 
the Ryan-Butte Electric interests in the latter part of 1912, was 
finally completed on February 13, 1913, when John D. Ryan turned 
over the remaining half of the shares of the Great Falls Water 
Power & Townsite Company and all the shares of the Thompson 
Falls Power Company in exchange for shares of Montana Power.” 
Ryan was at the time President of Montana Power and had for some 
years been director and largest stockholder in its predecessor, Butte 
Electric. Our determination as to the proper accounting for this 
exchange will answer the second of company counsel’s fundamental 
questions. 

In exchange for the remaining 25,000 shares of the Great Falls 
Water Power & Townsite Company, Montana Power issued to Ryan 
$5,000,000 par value of its preferred stock and $17,500,000 par value 
of its common stock. All the stock issued had a par value of $100 
and had voting rights, but the common had a peculiar provision 
which made it non-dividend bearing until certain railway power 
contracts had yielded specified net earnings.?* 

Montana Power charged as an investment in the Great Falls Com- 
pany the par value of the stock issued for the second half of the com- 
mon stock of the latter, namely $22,500,000. Added to the amount 
recorded as an investment in the first half of Great Falls stock, this 


22There are certain relatively minor adjustments which are also applicable to the 
period prior to 1912 and these, together with other small adjustments, are discussed 
hereinafter under the caption of “Minor Items.” 

2 Montana Power’s predecessor Butte Electric had acquired the first half of the 
stock of the Great Falls Townsite Company in 1908 from John D. Ryan for $150,000 
in cash, bonds to the face amount of $1,350,000 and common stock to the par value 
of $1,000,000. Ryan had previously purchased all of the stock of the Great Falls 
Company from James J. Hill for $1,538,246.46. 

7? The $17,500,000 of common stock was not to begin bearing devidends until a power 
plant had been constructed and (1) until the Chicago, Milwaukee & St. Paul Railway 
had taken power for six months under the contract it had entered into on November 
25, 1912, with Power & Townsite’s wholly-owned subsidiary, Great Falls Power Com- 
pany, or (2) whenever the gross earnings of the subsidiary shall have reached $1,750,- 
000, in either of which event $2,500,000 of the stock was to become dividend-bearing 
at once and the balance in installments of $3,000,000 at intervals of one, two, three, 


four and five years thereafter. Actually no dividends were paid on this stock until 
1917. 
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resulted in the total book investment of $25,000,000. The Great Falls 
Townsite Company subsequently liquidated, but Great Falls Power 
Company, a subsidiary, continued to operate until 1929 when it was 
merged with Montana Power. Of the $25,000,000 book investment 
figure, Montana Power assigned $22,000,000 to the Great Falls Power 
Company. 

In recording the merger in 1929, Montana Power transferred the 
$22,000,000 which, as we have noted, was stated at the par value of 
securities issued, to its plant account. This had the effect of increas- 
ing the amount in the plant account over the amount recorded in 
the books of Great Falls Power Company, by $12,000,000. In ad- 
dition, as will be shown hereinafter, the accounts of Great Falls 
Power Company were themselves substantially inflated. 

Simultaneously with the 1913 exchange of securities for the Great 
Falls Company, Montana Power exchanged an additional $5,000,000 
par value of its deferred-dividend?4 common stock for an equivalent 
amount of par value, being all the common stock, of Thompson Falls 
Power Company. This exchange was also with John D. Ryan. 
Thompson Falls Power Company operated as a subsidiary of Mon- 
tana Power until 1929, when it also merged with the latter. In re- 
cording this merger Montana entered in its plant accounts the amount 
in the plant accounts of Thompson Falls, which accounts, as will be 
explained hereinafter, were also substantially inflated. 

John D,. Ryan—John D. Ryan, of copper fame, appeared early on 
the power scene in Montana. In 1903 he acquired the stock of two 
companies which he then merged to form Great Falls Electric Prop- 
erties. This company operated electric and traction facilities in 
Great Falls. In 1906 he sold a five-sixth interest in this company 
to Butte Electric & Power Company for $500,000 in cash. In 1908 
Ryan sold the remaining one-sixth interest to. Butte for $200,000. 

Ryan, in 1908, was an important figure in the industrial life of 
Montana. At that time he was president of Anaconda Copper Min- 
ing Company, the largest user of electric energy in the State. One 
C. W. Wetmore was then president of Butte Electric, the most im- 
portant distributor of electricity in Montana. Both Ryan and Wet- 
more recognized the possibility of developing the water power sites 
on the Missouri River in the vicinity of Great Falls, Montana. Ac- 
cording to Wetmore they agreed between them that any negotiation 
for the purchase and control of those sites should be for the joint 
benefit of their respective interests.25 Wetmore’s plan would appear 
* The $5,000,000 of common stock was to become dividend-bearing when a power 
plant had been constructed by Thompson Falls Power Company and the railway had 
taken power for six months under a contract with that company at which time $2,500, 


000 of the stock was to become dividend-bearing and the remainder a year later. The 
first dividend was paid on this stock in 1917. 
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to have been dictated by the desire to employ for the benefit of his 
company, rather than have employed against it, Ryan’s control over 
the power market; while Ryan apparently desired to utilize Butte 
Electric’s ability to finance the plan of development and its techni- 
cal personnel. 

Ryan in 1908 acquired the entire capital stock of the Great Falls 
Water Power & Townsite Company from the railroad magnate, 
James J. Hill for a consideration of $1,538,246.46.. This company 
owned the water power sites at Great Falls. With these sites in his 
hands, he loomed as a dangerous competitor for Butte Electric un- 
less an amalgamation could be worked out. This was recognized 
by Butte Electric’s General Manager Turner in a letter of July 18, 
1908, to Sidney Z. Mitchell, member of its Executive Committee. 

In this letter, based on an interview with Ryan, Turner said (1) 
that Ryan was ready to obligate the copper companies which he rep- 
resented for large blocks of low cost power; (2) that he might con- 
sider an offer for the water power sites; (3) that “in case no deal 
was made he and his associates would develop the Great Falls Power, 
transmit it to Butte, do their own power business, and in this con- 
nection he very strongly intimated that they would take on lighting 
business also.” He said further: “It seems that in any event we are 
threatened with competition, a thing to avoid if possible, * * * How- 
ever, the logical and proper solution of this difficulty is by an equit- 
able amalgamation of the interest involved, if such can be brought 
about.” He stressed the fact “that Mr. Ryan and the Amalgamated 
Company [parent of Anaconda Copper] are supreme in this vicinity 
and they are fully able to carry out any programs they attempt, 
***” (Italics supplied) ; 

The same general view of the situation was expressed in a report, 
dated December 31, 1908, prepared by Copper & Powelson, Consult- 
ing Engineers, in response to a request from President Wetmore of 
Butte Electric for advice as to his efforts to bring about a consolida- 
tion of the three water power interests in Montana. Their advice is 
summed up in the following statement : 


* * * The report which follows details step by step the reasons which have 
led us to strongly urge you to abandon the idea of a three-cornered negotiation 
and to ally yourself with the Ryan interest at once and before approaching the 
Missouri River Company with a view to taking it into a consolidation. 
>In a letter dated February 14, 1906, Wetmore wrote to Butte Electric’s General 
Manager, in part, as follows: 

“At an interview with Mr. Ryan on Friday last, February 9, we agreed that the nego- 
tiation for the purchase or control of the Great Falls Water Powers, when made and 
whether conducted by him or by ourselves, should be made for the joint benefit of the 
interests, which he represents and those, which I represent, that is to say, if either 
should decide to buy or lease, the other should have the right to an equal participation 
in the purchase or lease.” 


679357—46—-18 
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The report states without equivecation that “From all that has 
been said above, it must be apparent that the Ryan interests dominate 
the electric power situation in Montana. * * *”26 

In May, 1909, a major step was taken in the amalgamation or al- 
liance between the Ryan interests?? and the Butte Electric interests, 
Ryan exchanging one half of the stock of the Great Falls Water 
Power & Townsite Company for $150,000 in cash, Butte Electric 
bonds of the face amount of $1,350,000 and Butte Electric common 
stock of a par value of $1,000,000. Thus Ryan, in addition to getting 
back in cash or its equivalent all that he had paid James J. Hill for 
the Great Falls Company, became the largest stockholder in Butte 
Electric, with 25 per cent of its common (20 percent of its voting) 
stock. At the same time Butte Electric became an equal partner with 
Ryan in the ownership of the Great Falls Company. Ryan became 
director and member of the executive committee of Butte Electric, 
took an active part in the affairs of the company and, during the 
absences of its President, Wetmore, acted as the executive head of 
the company. 

It should be noted that, between the time when Ryan acquired the 
Great Falls Company and the consummation of the alliance, certain 
copper companies represented by Ryan (Boston and Montana Con- 
solidated, Silver Mining, and Washoe Copper Companies) entered 
into contracts with the Great Falls Company for their electric power 
requirements for the entire life of the mines. When the company’s 
new Rainbow plant was completed in 1910, steps were initiated for 
cancellation of Amalgamated Copper’s contracts with the Missouri 
River Power Company, which went into bankruptcy and, within a 
little over a year was taken over by Butte Electric. 

As already noted, Ryan also brought the Thompson Falls Power 
site into the final consolidation of Montana power resources. Ac- 
cording to the record it happened this way. In 1909 Ryan became a 
director of the Chicago, Milwaukee and St. Paul Railway Company. 
Sometime prior to 1913, with his close associate Morony, he pur- 


The report recites the importance to Butte Electric of maintaining its monopoly 
of the profitable business of distributing electricity in Montana. It continues with the 
following significant note: “The figures of profits in the above table reflect the greatest 
credit on Mr. Turner as General Manager of the Butte Company and they are possible 
only because he has been able so far to keep out competition and to ward off regula- 
tive legislation.” Clearly the consolidation was approached with a view to maintaining 
at least the monopoly aspect of this favorable situation by a pooling of power interests. 
Confirming this is a note in the “Analysis of Inflationary Items from Ebasco Files” re- 
ferred to in footnote 10 of this opinion. In one of the efforts to allocate the large 
intangible item in Montana Power’s accounts it is suggested that a balancing item of 
as much as $16,000,000 might be “put in as the original cost to the Montana Power 
Company of integrating the water rights with the markets through a single, compre- 
hensive integrated system, free from competition.” (Italics supplied.) 

**In every instance in which he purchased utility property, Ryan had associated 
with him a small and select group of persons over whom he had unquestioned domi- 
nance. For all practical purposes they acted as one person directed by Ryan. 
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chased a 50 per cent interest in the. Thompson Falls site, on the 
Clark’s Fork of the Columbia River, the remaining 50 percent being 
owned by a man named Donlon. The Railway subsequently pur- 
chased the site for $300,000 as part of its electrification program. 

On November 25, 1912, the Railway entered into a contract with 
the Great Falls Power Company, a subsidiary of the Great Falls 
Water Power & Townsite Company, for power supply for the elec- 
trical operation of one of its divisions. The railroad also suggested 
to Ryan that it would sell the Thompson Falls site, together with 
a Fish Creek site, back to Ryan if he would enter into a contract for 
the electrical operation of another one of its divisions. The deal was 
finally consummated on February 11, 1913, when Ryan acquired the 
sites for a cash consideration of $813,093.72.28 On the same day 
Thompson Falls Power Company, which Ryan hed previously 
formed to take over the sites, contracted for the power supply of the 
railway’s Missoula Division. 

Two days later on February 13, 1913, Ryan took $5,000,000 par 
value of the common stock of the Thompson Falls Power Company 
for the sites and immediately exchanged this Thompson Falls stock 
tor $5,000,000 par value of Montana Power deferred-dividend com- 
mon stock, pursuant to an agreement with Montana Power made on 
the day when he acquired the sites from the railroad. To balance its 
books, Thompson Falls Power recorded at $5,000,000 the sites which 
had just cost Ryan $928,887.10. Montana Power recorded its invest- 
ment in Thompson Falls Power stock at the $5,000,000 figure. 

In brief, between 1908 and 1913 Ryan and his associates had pur- 
chased certain power sites on the Missouri and Clarks Fork rivers, for 
which they had paid $2,467,133.56. By 1913, holding long term con- 
tracts with Amalgamated Copper subsidiaries of which he was head 
and the Milwaukee Railroad, of which he was director, this invest- 
ment was transformed into $5,000,000 par value of preferred stock 
and $26,500,000 par value of common stock of Montana Power. In 
addition Ryan had received from Montana Power’s predecessor $150,- 
000 in cash and $1,350,000 im bonds. He had a majority stock control 
of the company and was its president. His actual investments total- 
ling less than $2,500,000 were reflected on the company’s books at 
$33,000,000. 

1913 exchange for remaining half of Great Falls Water Power & 
Townsite Stock.—It has previously been shown that in 1913 Ryan 
transferred the remaining half interest in Great Falls Water Power 
& Townsite stock to Montana Power for $5,000,000 par value pre- 
ferred stock and $17,500,000 par value deferred-dividend common 

2% Before Ryan had agreed to buy the sites from the railroad, he had undertaken 


certain development. work at Prospect Creek, which was below the Thompson Falls site. 
This work had cost Ryan $115,793.38, making a total cost of $928,887.10. 
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stock. In substance and in practical effect, a sale did not actually 
take place in this transaction. Montana Power did not purchase 
something from Ryan and tell Ryan to go on his way. Instead Ryan 
stayed in and, in fact, took over control of Montana Power. 

As the company itself said in a statement supporting its reclassifi- 
cation study: 

The effect of this transaction was to give Mr. Ryan and his associates 51.8% 


(sic) of the common stock of the company, enabling them to retain control of 
their water powers. 


In other words, prior to the 1913 transaction, Ryan controlled a 
50 per cent interest in the Great Falls sites and Butte Electric con- 
trolled the remaining half. Neither Ryan nor Butte Electric sold 
or disposed of their respective interests. They retained them through 
Montana Power. Ryan merely exchanged evidence of ownership and 
control. No additional investment was made in the resources or 
facilities. Before the transaction in question he owned 50% of the 
sites indirectly through Great Falls Water Power & Townsite and 
after the transaction he owned 52.6% indirectly through Montana 
Power. There was a consolidation or pooling of interest and not a 
sale in the sense that one person disposed of property and another 
acquired it. 

Obviously, if Ryan and Montana Power had continued with their 
separate half interests, cost would not have increased over the 
amounts paid by these parties for their respective shares of the 
Great Falls Water Power & Townsite Company. Can it be said that 
& paper transaction, which merely changes the form without chang- 
ing the substance thereof, resulted in an increase of many millions 
of dollars of actual legitimate cost? Clearly the answer is in the 
negative. 

We had occasion to consider a somewhat similar situation a few 
years ago in the case of the Niagara Falls Power Company. In that 
case two separate and distinct interests, not affiliated, consolidated 
their properties, but each group prior to the act of consolidation 
wrote up its plant accounts. We concluded that the transaction was 
not a sale which gave rise to an increase in investment, but that the 
cost to the predecessor companies was the cost to the successor and 
that the write-ups should be removed from the accounts. This find- 
ing was sustained by the Circuit Court of Appeals.2® The Court sus- 
tained our conclusion that such a transaction was not a purchase and 
sale but only a pooling of interest. 

Montana Power contends that the Niagara case is not in point. 
That case was decided under the provisions of Part I of the Federal 
Power Act which deals with the licensing of hydroelectric projects 


% Niagara Falls Power Company v. Federal Power Commission (CCA 2, 1943) 137 F. 
2d 787, 793. Cert. den., 320 U. S. 792. 
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on waters subject to the jurisdiction of the United States. In deter- 
mining the cost of licensed projects, the Commission, by statute, 
must resort to the 1914 System of Accounts of the Interstate Com- 
merce Commission. It is contended that the Interstate Commerce 
Commission System of Accounts recognizes cost arising only through 
purchases, whereas this Commission’s System of Accounts recognizes 
changes in cost through consolidations and mergers, as well as in 
purchases. But not every consolidation or merger gives rise to a new 
cost any more than every purchase. In both cases we look to the sub- 
stance of the transaction. We did not decide the issues nor did the 
Circuit Court of Appeals affirm our order in the Niagara case on 
the narrow ground that the consolidation was not a “purchase” 
within the Interstate Commerce Commission System of Accounts. 
The Court specifically stated that it did not stand on the form of 
the transaction but held “the substance was not a sale.” Continuing 
the Court said: 


* * * The properties had been held by two groups of persons: “Stetson” and 
“Schoellkopf” who combined their interests into one company which thereafter 
they owned jointly. The allotment of the shares as between the two groups was 
doubtless the result of genuine competition; presumably it followed the relative 
value of the properties. But all competition, all “arm’s-length” bargaining 


stopped there; neither party had any interest to reduce the nominal capitaliza- 
tion. * * * 


Clearly the transaction we are now considering falls within the 
scope of this reasoning. It was not a sale by which one party dis- 
posed of an interest and another acquired that interest. Just as 
clearly actual legitimate cost cannot be increased by a transaction 
which does not result in parting with property. Accordingly, neither 
the par nor the market value of securities issued to Ryan in 1913, 
nor the so-called fair value of the properties can be accepted as cost 
of the power sites to Montana Power. Instead we must look to the 
cost to Ryan, who combined his interests with those who formerly 
controlled Butte Electric, to ascertain the correct investment therein. 

There are additional and alternative reasons in this case why we 
would come to the conclusion expressed above even though the prin- 
ciple of the Niagara case were inapplicable. As we have heretofore 
pointed out, wholly aside from the pooling of interest feature, the 
transaction in question was not an arm’s-length transaction. The 
outstanding facts of affiliation may be briefly tabulated as follows: 


1. Ryan was president of Montana Power at the time of the 1913 securities 
exchange (the minutes of Montana show that Ryan left the Board meetings 
whenever the instant transaction was discussed, but all the evidence in the 
record would indicate that the arrangements had been fully worked out at con- 
ferences from which Ryan was not excluded before they were put in the 
minutes of the corporation). 
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2. Ryan was the largest stockholder of Montana Power at the time and had 
been since 1909. 


3. He had been a director of Butte Electric and member of its Executive 
committee from 1909. 


4. Ryan participated in the glaring write-up of 1912. 


5. He was in charge of Butte Electric’s affairs in Wetmore’s continued 
absences. 


6. He dominated the power market, being top executive of the Copper Com- 
pany, the major power customer in Montana. His railroad connections rein- 
forced this domination. 


7. He was a partner with Butte Electric from 1909 in the ownership of the 
Great Falls power sites, which arrangements apparently stem from as early 
as 1906. 

8. They were joint owners of the important Hebgen Reservoir, above the 
main power sites on the Missouri River. 

9. The properties of Montana Power and Great Falls Water Power & Town- 
site were operated in parallel and under the same general manager. 


It is clear from the record that there was no arm’s-length bargain- 
ing between independent parties as far as the 1913 transactions were 
concerned. There was unquestionably negotiation, jockeying for po- 
sition, bargaining, as indicated by letters which passed between Di- 
rectors Jaretzki and Coffin after the deal had been agreed on; but 
the bargaining was confined to the relative position of the respective 
interests, and not to a cash or its equivalent consideration, to be paid 
for properties by a bona fide purchaser. In other words, there was 
no party to the bargain whose interest would be served, to para- 
phrase the court in the Niagara case, by reduction in the nominal 
capitalization. 

Allocation of cost of Great Falls Water Power & Townsite stock.— 
As stated previously, Ryan purchased the stock of Great Falls Water 
Power & Townsite Company for $1,538,246.46 and sold one-half 
thereof to Butte Electric for a cash, or equivalent, consideration of 
$2,500,000. This resulted in a combined cost of the Great Falls Com- 
pany stock to Butte Electric and Ryan of $3,269,123.23, i. e., $2,- 
500,000 to Butte Electric for the first half, plus one-half of $1,538,- 
246.46 representing cost to Ryan of the half interest which he re- 
tained until 1913. The assets of Great Falls Water Power & Town- 
site consisted in the main of certain current items, real estate lots 
(town sites) and power sites. The real estate lots were later trans- 
ferred to a separate company and are not reflected in Montana 
Power’s accounts. It becomes necessary, therefore, to allocate the 
$3,269,123.23 cost to the assets of the company. 

In accordance with standard practice, we deduct from the latter 
figure the current assets consisting of cash $116,023.02, accounts re- 
ceivable $38,438.02 and securities $14,067.25. We also deduct the 
book cost of Black Eagle Dam, in the amount of $175,000, and a 
powerhouse in the amount of $72,000, both of which are included at 
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full cost in other plant accounts. The foregoing items total $415,- 
528.29. Deducting this amount from a total cost of $3,269,123.23 
leaves a balance of $2,853,594.94. This amount must be allocated 
among the remaining assets of Great Falls Water Power & Townsite 
in order to ascertain the cost of the power sites owned by that com- 
pany and eventually transferred to Montana Power’s books. 

Admittedly, the allocation of such cost cannot be a precise under- 
taking. The record does not contain a great deal of information on 
which an allocation can accurately be made, and at this late date it is 
not possible to supply adequate data. The company proposes no allo- 
cation, and thus has failed to discharge the burden of proof that is 
upon it. 

The remaining assets*® of the company may be grouped into three 
classes. The first consists of power sites*! which had a book cost, as 
of the date of the transaction, of $3,590,334.89. The evidence shows 
this book cost had been written up on the company’s books in the 
amount of $3,160,538.89. The book cost of the town lots or real 
estate development, which was an active, going concern, amounted 
to $1,213,701.60. The evidence also casts grave doubt as to whether 
the real estate development was stated at proper cost. At the time, 
the real estate development was undoubtedly valuable, being the 
main revenue producing asset of the company. The remaining assets, 
such as iron mines, buildings, etc., had a book cost of $119,373.84. 

We have, it seems, two choices as to methods of allocation. One, 
the use of the recorded book figures; and two, the use of book figures 
purged of the write-up in the power sites. We will allocate the cost 
of $2,853,594.94 to the assets on the basis of the respective book costs 
thereof. The book cost of the power sites is 73% of the total book 
cost of the assets over which the cost is to be distributed. On this 
basis the cost assigned to the power sites is $2,083,124.31.32. This is a 
higher cost than that calculated by the staff and probably higher 
than would be arrived at if adequate information were available. 

It, therefore, appears that the amount on the books of Great Falls 
Water Power & Townsite in respect to the power sites was $1,507,- 
210.58 in excess of the cost we have determined. Inasmuch as the 
written up book costs ultimately found their way into the plant ac- 
counts of Montana Power Company, we determine that the amount 
of $1,507,210.58 is a write-up which is properly classifiable in Ac- 
count 107. 

Write-up in Great Falls Power Company.—In May 1910, Great Falls 


* The assets of Great Falls Water Power & Townsite were stated on its books on 
the basis of an early appraisal. 

Great Falls Townsite owned five hydroelectric power sites on the Missouri River; 
namely, Black Eagle, Ryan (formerly Volta), Morony, Rainbow and Site “C.” All of 
these except the last one were subsequently developed. 

“The actual cost of these sites to the company was shown to be $340,100. 
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Water Power & Townsite organized a subsidiary Great Falls Power 
Company, for the purpose of taking over, developing and operating 
the power properties of ‘the parent. At the organization of the Great 
Falls Power Company, the electric properties to which it succeeded 
appeared on the books of Great Falls Water Power & Townsite at 
$7,376,241.49. This included the write-up of $1,507,210.58 referred 
to above. The same properties were transferred to the books of the 
successor corporation at $13,076,672.30, which was $5,700,630.81 in 
excess of the recorded cost to the parent. Great Falls Water Power & 
Townsite, of course, owned all of the stock of Great Falls Power 
Company. Again there was no disposal on the one side or acquisi- 
tion on the other, as in an arm’s-length transaction. We must con- 
clude that this was a write-up of $5,750,630.81, which should be 
classified in Account 107. 

Merger of Great Falls into Montana Power.—We have previously 
shown that Great Falls Power Company merged into Montana Power 
in 1929. In accounting for the merger the amount shown as an in- 
vestment in the stock of Great Falls Power Company was trans- 
ferred to the plant account. The securities account, stated at the 
par value of stock issued, was $12,000,00033 more than the underlying 
book value. This excess was, therefore, lodged in Montana’s plant ac- 
count. The amount is a write-up classifiable in Account 107. In addi- 
tion, miscellaneous items totaling $357,218.51, consisting of bond dis- 
count. and expense, credits to contingencies reserve, etc., and which 
are not disputed in the proceeding, found their way improperly to 
the plant accounts of Montana Power in connection with the merger 
transaction. We find that this amount is a write-up properly clas- 
sifiable in Account 107. 

Thompson Falls stock deal.—As heretofore noted, Ryan acquired the 
Thompson Falls and Fish Creek power sites from Chicago, Milwau- 
kee. & St. Paul Railroad Company for a cash consideration, includ- 
ing additions, of $928,887.10. He immediately transferred these 
properties to a newly-formed corporation, Thompson Falls Power 

Jompany, receiving all the latter’s common stock, $5,000,000 par 
value, in exchange. Almost simultaneously, Montana Power issued 
$5,000,000 of its common stock to Ryan for the $5,000,000 of Thomp- 
son Falls Power Company stock. Obviously, the transactions re- 

%In connection with the Great Falls sites, we have referred to specific write-ups 
of $1,507,210.58, $5,700,630.81, and $12,000,000, a total of $19,207,841.39. These ref- 
erences are occasioned by the fact that actual write-ups took place on the books of 
Great Falls Townsite; Great Falls Power Company and Montana Power, respectively 
as the sites were transferred. However, the same result will be obtained by a com- 
parison of the actual cost of Great Falls Water Power & Townsite stock to Butte and 
Ryan ($3,269,123.23) with the amount at which this investment was recorded on the 
books of Montana ($25,000,000). The excess of $21,730,876.77 was reduced by $2,523,- 
035.38 when Montana Power assigned $3,000,000 of its total investment to the real 


estate subsidiary, leaving $19,207,841.39 of the write-up in its plant account assigned 
to the power sites. 
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sulted in a write-up on the Thompson.Falls Power Company's books 
of $4,071,112.90 (the difference between the $5,000,000 capitalized 
by Thompson Falls and the actual legitimate cost of $928,887.10). 
This write-up .was, perpetuated in the 1913 pooling of interests and 
the principles discussed above apply to it. 

Extensive testimony which Ryan gave in a proceeding before the 
Interstate Commerce Commission was incorporated into the record 
of this proceeding. There he said he made no profit on the Thomp- 
son Falls deal. He maintained that the Montana Power stock issued 
to him had a cash value of approximately the amount which he had 
expended for the properties. These statements are corroborated by 
the testimony in this case of his personal counsel, Kelley, that Ryan 
did not make a single dollar of profit on the transaction. Ryan’s 
testimony before the Interstate Commerce Commission was to the 
effect that the deferred-dividend common of Montana Power had a 
market value of but $19.50 at the time of the transaction. A price of 
$19.50 a share would equate to just about what Ryan paid for the 
Thompson Falls properties. 

This price of $19.50 was also referred to in a 1929 proceeding be- 
fore this Commission, involving an application of the Rocky Moun- 
tain Power Company, a subsidiary of Montana Power. In that case 
a witness for the company testified that the actual worth of the de- 
ferred-dividend stock in 1913 was only about $19.50 a share. Ryan 
testified before the Interstate Commerce Commission that the market 
value of the dividend-bearing stock was only $37.50 a share. He 
insisted the par value of securities was no criterion for determining 
whether any profit had been made by him or his associates. Of 
course, cost cannot be increased without the realization of a profit. 

The company has attempted to establish a market value higher 
than $19.50 for the deferred-dividend stock. Its witness Hartt, in 
a retroactive appraisal, reached $79 a share for the unrestricted stock 
and $61 a share for the restricted stock. His testimony, and other 
testimony offered by the company regarding the value of the stock 
at the time of the 1913 transaction, is wholly unconvincing. Even 
if we were to depart from our long-established practice of holding 
that a pooling of interests or dealing at less than arm’s-length does 
not result in an increase in actual legitimate cost, we could not, on 
the record in this case, recognize a greater cost than that which 
would be found by the use of $19.50 a share for the deferred-dividend 
common stock issued to Ryan in the 1913 transaction. 

Our staff questions the allocations of the entire $928,887.10 paid by 
Ryan as cost of electric facilities. The Railway had purchased 
Thompson Falls site from Ryan, Morony and Donlon at a cost of 
$300,000 and acquired the Fish Creek site at a cost of $89,500. The 
agreement between Ryan and the Railway for the later sale to Ryan 
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fixed the price at double the cost to the Railway plus interest on the 
Railway’s investment from the date of its acquisition of the sites. 
As a part of the transaction, the Railway agreed to enter into a con- 
tract with Great Falls Power Company and Thompson Falls Power 
Company for the purchase of power for operation of part of Rail- 
way’s lines. 

From the evidence accumulated in the course of its studies, the 
staff concluded that the difference between the price at. which the 
Railway acquired the sites, plus interest thereon, and the amount 
which Ryan paid for them upon reacquisition was attributable to 
the power contracts. Accordingly, the staff concluded that $389,500 
should be treated as cost of power contracts rather than as cost of 
electric plant and should be ultimately transferred to a deferred 
charge account and amortized. 

While it is true that the power contracts probably influenced the 
consideration paid by Ryan, we feel that the record is not sufficiently 
definite in this respect to enable us to make an allocation of the 
amount paid between the cost of electric plant and the cost of con- 
tracts. Accordingly, we are treating the entire cost of $928,887.10 
as the actual legitimate cost of the Thompson Falls and Fish Creek 
sites. 

The difference between this figure and the $5,000,000 capitalized 
by Thompson Falls was a write-up on the books of the latter and 
also in the investment account of Montana Power. This write-up 
upon the merger of Thompson Falls into Montana Power in 1929 
became a write-up in the latter’s plant accounts. This amount of 
$4,071,112.90 is properly classifiable in Account 107. 

Summary of conclusions as to February 1913 pooling—In sum- 
mary, therefore, the February 13, 1913, transactions, which com- 
pleted the consolidation of Ryan and Butte Electric interests in 
The Montana Power Company, brought onto Montana Power books 
the following items which should be classified in Account 107; write- 
ups of Great Falls power sites ($1,507,210.58 plus $5,700,630.81 plus 
$12,357,218.51) totalling $19,565,059.90 ; write-ups of Thompson Falls 
sites $4,071,112.90. This results in total write-ups associated with 
this pooling transcation amounting to $23,636,172.80, transferred to 
Montana Power plant account in 1929. 


MINOR ITEMS 
Profits in inter-company fees.—Respondent’s electric plant account 
contains $151,888.98 representing fees paid Phoenix Utility Com- 
pany, described by this Commission in the Pennsylvania Power & 
Light case as the “incorporated system of accounting interposed by 
Bond & Share for the purpose of exacting construction fees from its 
supervised operating companies” (3 F.P.C. 89, 99). The fees in 
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question were paid in connection with the construction of the com- 
pany’s Morony hydroelectric generating station, which was construc- 
ted by Phoenix during 1929 and 1930 under the company’s general 
contract with Electric Bond & Share Company for supervision and 
general services. They were equal to 5 per cent of certain construc- 
tion expenditures. 

The respondent made no attempt to discharge the burden that 
was upon it to show that the $151,888.98, questioned on the ground 
that it was not cost to the associated Phoenix Utility Company, 
represented other than pure profit to that company. Vorthwestern 
Electric Company v. Federal Power Commission, 134 F. 2d 740, 743, 
affirmed, 321 U.S. 119. It contends that such profits between affiliates 
are not invalidated by the mere fact of affiliation and consequently 
that the fees under consideration become a valid part of the cost of 
plant. This contention is not new to us. We have confronted and 
disposed of it on occasions too numerous to recount here. In fact, 
we disposed of the identical question in connection with the identical 
service and holding company in Pennsylvania Power and Light 
Company, Licensee, 3 F.P.C. 89, 99, 44 P.U.R. (N.S.) 344. 

We conclude then that the aggregate amount of $151,888.98 con- 
stitutes associated company profit and should be classified in Ac- 
count 107. 

Unrecorded retirements—In comparing certain book costs with 
the cost of inventoried items as determined and computed by the 
company, a difference of $322,499.99 was disclosed. This amount, 
which the company has not been able to associate with property still 
in existence, apparently represents unrecorded retirements. We shall 
classify the amount in Account 107 pending disposition to the de- 
preciation reserve. 

Miscellaneous items.—There are a few items which the staff pro- 
poses to classify in Account 107 pending the disposition thereof 
about which there appears to be no disagreement except that re- 
spondent holds they were, in effect, validated as a cost in the 1912 
reorganization. During the period 1902 te 1904 Butte Electric & 
Power Company charged to plant account certain bond discount of 
which there still remains in respondent's plant accounts the amount 
of $7,671.67. It appears also that there remain in respondent’s plant 
account miscellaneous improper charges (supervision fees and or- 
ganization expenses) in the amount of $3,195.08. The respondent 
admits these two erroneous charges. 

Respondent’s evidence shows that during the years 1929 to 1934 
it incurred expenses in the amount of $341,946.64 in the sale of pre- 
ferred stock and that these.expenses were recorded in organization 
expense in conformity with the system of accounts then in effect. 
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The respondent has reclassified the amount directly to Account 151, 
capital stock expense, while the staff, on the other hand, proposes to 
place the amount in Account 107, pending disposition by us. The 
same difference exists with respect to $10,266.14 representing the cost 
of lightning arresters not in service. The respondent has transferred 
the amount directly to Account 131, materials and supplies, whereas 
the staff proposes that it be placed in Account 107. 

A credit amount of $80,089.89 represents the net result of the cor- 
rection of some twenty-five minor accounting errors. The company 
apparently does not contest the propriety of adjusting its plant ac- 
counts accordingly. 

We conclude that the net amount of $282,989.64, representing these 
miscellaneous adjustments, should be classified in Account 107. 

Between 1901 and 1912, credits of $308,000 were made to the plant 
accounts by Butte Electric and Power Company and its subsidiaries 
in lieu of depreciation. This amount, accordingly, should be rein- 
stated in plant accounts and credited to Account 107 pending dis- 
position to the depreciation reserve. 

Transfers to Account 108.17.—Between 1897 and 1899, Butte Gen- 
eral Electric Company acquired the common stock of Phoenix Elec- 
tric Company for a consideration of $63,141. This stock, by the inter- 
company transfers heretofore discussed, finally rested in the accounts 
of Butte Electric and Power Company at $100,000, the par value 
of the stock in question. When Phoenix merged into Butte in 1908, 
the $100,000 was charged to Butte Electric’s plant accounts. This 
amount is $36,859 in excess of the actual legitimate cost. Inasmuch 
as the amount applies to several utility departments, it is properly 
classifiable in Account 108.17, common utility plant adjustments. 

In 1906, Butte Electric and Power Company sold $1,000,000 par 
value of its common stock for a cash consideration of $500,000. It 
used the proceeds to purchase from John D. Ryan a five-sixth inter- 
est in Great Falls Electric Properties. The discount of $500,000 
was charged to Butte Electric’s plant account upon the merger of 
Great Falls Electric Properties in 1909. This latter. amount is an 
improper charge to plant, and we find it should be classified in Ac- 
count 108.17. 

Reinstatement of organization expense.—During the year 1912-13 
the respondent incurred certain organization expenses aggregating 
$76,500.10. In 1914 the entire amount was written off to surplus. 
In 1929 and 1930 certain costs were incurred by the respondent in 
connection with the revision of its articles of incorporation which 
amounted to $19,994.85. As of January 1, 1937, only the latter 
amount appeared in the respondent’s plant account and it was ac- 
cepted by the staff as being a valid organization cost. 
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However, in its revised amended studies the respondent eliminated 
as part of its plant cost the $19,994.85 then appearing on its books, 
but reinstated, and classified as organization expense, the difference 
between that amount and the $76,500.10 written off to surplus in 
1914. Thus the amount claimed by the respondent as organization 
expense exceeds the amount appearing on its books as of the effective 
date of our system of accounts by $38,610.41. 

We have heretofore held that when items are charged to ex- 
pense, in accordance with sound principles and practices of account- 
ing, they should not be reinstated in plant accounts. The evidence 
here is that the charging off of organization expense was a permis- 
sible accounting practice; that the company’s action in writing it off 
in the first. instance was discretionary and consistent with good ac- 
counting practices. We conclude that there is no authority in our 
system of accounts for such reinstatement. 

Classification in Account 110.—Aside from the controversy con- 
cerning its cost, it apparently is agreed that the Missoula, or Fish 
Creek, site is not now and has never been, used in utility service. 
Furthermore, there is no evidence that that site is being held under 
a plan for future use for that purpose. The cost thereof, $179,774.13, 
is, therefore, to be classified in Account 110, other physical property. 


SUMMARY OF AMOUNTS CBASSIFIABLE IN ACCOUNT 107 


The main amounts which we have classified in Account 107 arose 
through a few transactions. Write-ups totalling $2,600,000 were in- 
troduced in three early reorganizations culminating in Butte Elec- 
tric. Then in 1912, a further write-up of approximately $20,000,000 
resulted from the issuance of four shares of Montana Power stock 
for each share of Butte Electric common. 

Finally in the 1913 pooling of interests in which Ryan became 
majority stockholder in the company, Montana Power exchanged 
$27,500,000 of its common and preferred stock for stock of Great 
Falls Water Power and Townsite Company and Thompson Falls 
Power Company, which cost Ryan only about $1,700,000. Montana 
Power lodged the balancing $27,500,000 in its accounts, representing 
an excess of about $25,800,000 over original cost. The write-up from 
this transaction, however, was reduced to something over $23,000,000 
by assignment of a portion of the investment to a subsidiary owning 
the town lots. 

The foregoing writeups total approximately $45,600,000 which 
should be classified in Account 107. Other smaller items, properly 
classified in this account and in 108.17, raise the total to $46,891,- 
597.41. 
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DISPOSITION OF AMOUNTS CLASSIFIED IN 
ACCOUNTS 107 AND 108.17 


We have established $46,354,738.41 in Account 107 and $536,859.00 
in Account 108.17, a total of $46,891,597.41, summarized as follows: 


Account 107 
Write-ups resulting from transfer of properties from 
Silver Bow Electric Light and Power Company, and 
Butte Electric Light and Power Company, to Butte 
General Electric Company in 1892 
Write-up resulting from transfer of properties of Butte 
General Electric Company to Butte Lighting and 
Power Sgmeeny 89 Fach tendencies ene 
Write-up resulting from transfer of properties of Butte 
Lighting and Power Company to Butte Electric and 
Power Company in 1901 
Write-up resulting from consolidation of Butte Electric 
and Power Company and its subsidiaries in 1912 to 
form the present The Montana Power Company-_-__- 
Bond discount charged to plant account by Butte Elec- 
tric and Power Company during period 1902-1904____ 
Depreciation credited direct to plant account___- 


Fees paid to Phoenix Utility Company, an associate, in 
connection with construction of Morony Station____ 

Correction of various accounting errors as set forth in 
detail in Appendix “D” of staff report________~- 


Capital stock expense incurred fn connection with gale 
of preferred stock during period 1929-34 

Lightning arresters, not in service, transferred from 
plant account 

Miscellaneous improper charges (supervision fees and 
organization expenses) transferred from plant__- 

Write-up upon organization of Thompson Falls Power 
Company by Ryan; wherein the new corporation is- 
sued and capitalized $5,000,000 par value of common 
stock in exchange for lands acquired by Ryan from 
the Chicago, Milwaukee & Puget Sound Railway 
Company 

Write-up of power site lands by Great Falls Water 
Power & Townsite Company 

Further write-up upon organization of Great Falls 
Power Company in 1910 Seiais i 

Write-up upon merger of Great Falls Power : Company 
into Montana Power Company in 1929____________-_ 
ixcess of recorded cost over original cost of inven- 
toried property—unrecorded retirements___.-_------ 


Account 108.17 
Write-up of Butte Lighting and Power Company of its 
investment in the common stock of Phoenix Electric 
Company, subsequently transferred to plant account 


$ 584,549.10 


139,899.72 


1,881,347.07 


19,663,391.11 


7,671.67 
(308,000.00) 


151,888.98 

(80,089.89) 

341,946.64 
10,266.14 


3,195.08 


4,071,112.90 


1,507,210.58 


5,700,630.81 


322,499.99 


"$46,354,738.41 © 


36,859.00 
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Discount of 50% suffered by Butte Electric and Power 
Company through the sale of $1,000,000 par value 
of its common stock in the year 1906, for the pur- 
pose of raising $500,000 cash with which to pur- 
chase 5/6th interest in the stock of Great Falls Elec- 
wie’ Freperuen 5 es Sn ee kent 500,000.00 
536,859.00 


In spite of the requirements of our order, the respondent has 
failed to submit a plan for disposing of amounts classified in Ac- 
counts 107 and 108.17 except as to relatively small amounts: 

In accordance with the Uniform System of Accounts and on the 
basis of the record before us, we conclude that the following items 
should be disposed of as indicated : 

(1) The credit amount of $308,000, representing depreciation 
erroneously credited to plant account, should be transferred to Ac- 
count 250, reserve for depreciation. 

(2) The net credit amount of $80,089.89, representing the aggre- 
gate of numerous accounting errors should be disposed of by a 
charge of $81,898.17 to Account 271, earned surplus, and a credit. of 
$161,988.06 to Account 250, reserve for depreciation. 

(3) The amount of $341,946.64, representing capital stock expense 
incurred in 1929-1934, should be charged to Account 151, capital 
stock expense. 

(4) The amount of $10,266.14, representing lightning arresters not 
in service, should be charged to Account 131, materials and supplies. 

(5) The amount of $7,671.67, representing discount, should be 
charged to Account 271, earned surplus. 

(6) The amount of $151,888.98, representing inter-company 
profits, should be charged to Account 271, earned surplus. 

(7) The amount of $3,195.08, representing miscellaneous improper 
charges to plant, should be charged to Account 271, earned surplus. 

(8) The amount of $322,499.99, representing unrecorded retire- 
ments, should be charged to Account 250, reserve for depreciation. 

(9) The amount of $500,000, included in Account 108.17 repre- 
senting discount on stock sold by Butte Electric to raise cash for the 
purchase of a five-sixth interest in the stock of Great. Falls Electric 
Properties, should be charged to Account 150, discount on capital 
stock. 

There remains for disposition in Account 107 a balance of $45,- 
905,359.80,,and in Account 108.17 an amount of $36,859.00, or an 
aggregate of $45,942,218.80. This amount represents write-ups which 
have no place in respondent’s books. 

As we have seen, the various items going to make up this amount 
were, in each main instance, recorded as an offset to balance the face 
amounts of common stock issues. Thus the aggregate write-up in 
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plant account is also reflected in the capital stock account. It is our 
opinion that the reversal of the write-up should be absorbed by the 
common stock equity. This could be accomplished by a reduction in 
the number of shares of stock or in the stated value thereof, or by 
a contribution by the parent company. If the capital stock is re- 
duced to absorb the charge, a small amount of capital stock and a 
substantial earned surplus will result. It is evident, however, that 
the earned surplus could absorb a part of the charge and still leave 
sufficient amount therein to afford an adequate protection to the 
preferred stockholders and to take care of any ordinary contingency 
which may arise. 

Considering all the relevant factors, we will order that the amount 
of $34,500,000 be charged to capital surplus account, if one is 
created for that purpose with the condition, however, that if the 
company fails to create such a capital surplus the amount shall be 
charged to earned surplus. We will order the balance of $11,442,- 
218.80 charged to the earned surplus account. This will leave an 
earned surplus of close to $2,000,000 or two times the annual pre- 
ferred dividend requirements, thus permitting adequate surplus for 
the payment of preferred dividends during the period which will 
be necessary to work out the plans for creating a capital surplus, 
if the company elects to follow that course. 


ELECTRIC PLANT ACQUISITION ADJUSTMENTS 


As we have previously explained, the actual legitimate investment 
of utilities in electric facilities is classified in Balance Sheet Account 
100, electric plant, which account is divided into numerous sub- 
divisions. The original cost of facilities is recordable in detailed 
primary plant accounts, and the difference between the actual cost 
to the accounting utility of a going system purchased in an arm’s- 
length transaction and original cost of the facilities purchased is 
classifiable in a special subaccount known as Account 100.5, electric 
plant acquisition adjustments. 

Montana Power, and its predecessor Butte Electric, acquired 
several going concerns in arm’s-length transactions. In respect to 
these, our staff has classified the net amount of $5,086,428.48 in Ac- 
count 100.5.34 Montana Power classified a much larger amount in 
that account, most of which we have found to be properly included 
in Account 107, as representing write-ups instead of cost. 

There were five major acquisitions resulting in acquisition adjust- 
ments of $5,288,680.87. There were also 28 minor acquisitions giv- 

“Certain of the constituent amounts making up the total of $5,086,428.48 result 
from the allocation among electric, gas, water and steam heating departments. There 
appears to be no dispute as to these allocations. 
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ing rise to a credit acquisition adjustment of $202,252.39. We shall 
discuss the major acquisitions, the same general principles being ap- 
plicable to the minor amounts. 


The five major acquisition adjustments are as follows: 










Excess over 
original cost 














Montana Power Transmission 






ositbiLiiialid $ 507,946.09 
wee Great Falls Electric Properties _....._...---~- 290,836.64 
hdl bieescinde i Helena Gas & Electric Co. _......---------.- 370, .0F 

--|\Missoula Public Service Co. ................ 2,283,999.31 





tho. uceau 1,835,718.78 





































The first amount mentioned above is the excess over original cost 
of the Montana Power Transmission Company, purchased by Butte 
Electric, in 1902. The minutes of the Butte Electric Board of Di- 
rectors, covering this purchase, state that it was in the interest of 
the company to acquire the controlling interest in the Transmission 
Company because of “the economies of operation * * * and the re- 
moval of the possibility of competition on the part of the Power 
(Transmission) company as an independent concern.” The proper- 
ties acquired consisted of a small dam and a transmission line. The 
dam was abandoned many years ago and the transmission line was 
substantially replaced and rebuilt. Evidently the original cost of 
the property retired was taken out of the books but, as often 
happens, the excess still remains on the books. 

The Great Falls Electric Properties excess over eriginal cost, in- 
volving the amount of $290,836.64, is associated with the 1906 trans- 
action in which Butte Electric purchased the properties from John 
D. Ryan. The amount relates to electric distribution properties ac- 
quired 38 years ago. 

The acquisitions of the Helena and Missoula companies in the 
year 1928 involving excesses of $370,180.05 and $2,283,999.31, were 
undoubtedly made to round out the territory of Montana. Both these 
companies operated distribution systems in the midst of Montana 
Power’s service area. At the time of the acquisition, no attempt ap- 
pears to have been made by the purchaser to value or appraise the 
facilities acquired. The purchase price evidently was related to finan- 
cial and territorial considerations, rather than to physical value, as 
such, of the facilities purchased. 

The main controversy, as far as the determination of amounts 
classifiable as acquisition adjustments (Account 100.5) is concerned, 
centers around the properties of Missouri River Electric and Power 
Company which went into Montana Power in the December 12, 
1912 merger. The Missouri River Electric and Power Company 
was organized in 1912 by a reorganization committee to take over 
679357—46—19 
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properties which the latter acquired in foreclosure proceedings from 
United Missouri River Power Company. United Missouri River 
Power Company, at the time of foreclosure, owned two hydro-elec- 
tric plants on the Missouri River, an undeveloped site and certain 
transmission and distribution properties. One of its dams, Hauser 
Lake, had washed out but was rebuilt by 1912. The company had 
power contracts with the Copper Company, but John D. Ryan, 
through his connections with the latter, obtained the contracts for 
his Great Falls Power Company. The company was unable to meet 
its obligations. Foreclosure proceedings were instituted and the 
properties were disposed of to a reorganization committee, under 
court decree, the deed being approved as of May 1, 1912. 

The Missouri River Electric and Power Company, formed by 
the reorganization committee, assumed certain underlying obliga- 
tions, issued its securities to the holders of certain notes and bonds 
of the, predecessor company, and in addition, issued $1,000,000 par 
amount, being all of its common stock, to Butte Electric, thereby 
becoming a subsidiary of the latter, in exchange for Butte Electric’s 
lease of its facilities. The face amount of the securities issued by 
Missouri River was, in effect, charged to its plant account. It is not 
denied that this represented an excess of $2,835,718 over the original 
cost of the constructed properties and the book cost of the lands. 
Butte Electric recorded the $1,000,000 at a figure of $1. Under the 
lease agreement, for which arrangements had been made prior to 
May 1, 1912, Butte Electric agreed to service the debt of Missouri 
River for 999 years. 

In the merger and consolidation of December 12, 1912, the differ- 
ence between the $1,000,000 charged to Missouri River’s plant ac- 
count in connection with the issuance of its common stock, and the 
$1 recorded by Butte Electric in its investment account, or $999,999, 
was eliminated. This left an excess of book cost over original cost, 
of $1,835,718.78 which, as has been indicated, represented the differ- 
ence between the face value of securities issued and assumed in the 
reorganization proceeding (exclusive of common stock) and original 
cost of the properties. The company claims this difference was part 
of the cost of a then undeveloped site known as “Holter.” The staff 
took the position that the amount represented intangibles, not iden- 
tifiable with the cost of the undeveloped site. 

The accounts of the old United Missouri River Power Company 
undoubtedly were greatly inflated. The evidence shows that Amalga- 
mated Copper Company held $3,954,500 face value of the securities, 
including $1,749,500 of bonds, debentures, notes, and preferred stock 
which it carried at about $1,400,000. It considered these securities 
worthless and had made plans to charge off the investment. How- 
ever, Mr. John D. Ryan agreed to bail out the Copper Company 
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in consideration for obtaining its power contracts, which he took 
away from Missouri River and gave. to his Great Falls Power 
Company. Great Falls Power Company assumed a note liability to 
the Copper Company for the securities mentioned which, in turn, 
were exchanged for those of the reorganized company. Thus it is 
possible that the entire $1,835,718 in question should more properly 
be classified in Account 107. In view of all the circumstances, how- 
ever, we will accept that amount as legitimate cost and will pre- 
scribe proper accounting therefor. 

As stated above, the company claims the entire amount represents 
additional cost of the undeveloped Holter site. In support of this 
position, it offered witnesses who testified as to the value of the site 
at the time of acquisition, reflecting the added value estimated as 
attaching to the site if operated by a single company in coordina- 
tion with the several water power developments on the river. These 
witnesses, however, admitted on cross-examination that the con- 
sideration of such factors had not been brought to the attention of 
the directors or officers of the company at the time and that there 
had been no contemporaneous valuation. 

The direct testimony of these company witnesses is contradicted 
by a letter from Butte Electric’s General Manager Hebgen to Presi- 
dent Wetmore, written on June 26, 1912, about a month after his 
company took over control of Missouri River Power. In that letter 
Hebgen states that it was still to be determined whether to com- 
plete the development of the Holter site, on which a million and a 
half dollars had already been spent, or to go ahead with the de- 
velopment at Great Falls. He indicates clearly that an engineering 
study of the combined water powers of the river was still to be 
made, including revised estimates of the cost of completing the 
Holter project. Actually work on the Holter site had been abandoned 
at the time of acquisition by Butte Electric. Previously, a nationally 
known engineering firm employed by Butte Electric to make a 
study of the power situation in Montana, had reported in 1910 that 
the Holter site was devoid of natural advantages for development 
by Butte Electric; that the cost to install the plant at Holter would 
be almost double that for another site, with the same productive 
capacity ; and that until the power market in Montana had increased 
from 44,000 h.p. to 186,000 h.p., there would be no economic reason 
for completing the Holter project. 

Elimination of the Missouri River Company as a potential com- 
petitor must also be considered. The company had transmission lines 
running through the City of Butte, heart of Butte Electric’s distri- 
bution territory. Its Hauser dam had been rebuilt. It had lost its 
wholesale business to Ryan’s Great Falls Power Company. As early 
as December 31, 1908, a report of the engineering firm already men- 
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tioned had pointed out that loss of these contracts would leave 
Missouri River nothing to do but to compete for the distribution 
business. The same engineers reiterated in a 1910 study that the 
company was a competitive threat. This was admitted by company 
witness Kelley in the present proceeding. 

The company has not sustained the burden of proof justifying 
the assignment of the excess associated with the Missouri River 
Company to the Holter site.2> On the contrary, the weight of evi- 
dence sustains the contention of the staff that the amount is not 
identifiable with the tangible property. We, therefore, find that the 
amount of $1,835,718.78 is an excess over original cost which is 
properly classifiable in Account 100.5. 


DISPOSITION OF 100.5 AMOUNTS 


We have found that the amount properly classifiable in Account 
100.5 is $5,086,428.48. The question arises as to the proper account- 
ing treatment to be accorded that amount. 

Amounts included in primary plant accounts, with the sole ex- 
ception of land, generally are subject to depreciation and amortiza- 
tion. It is, therefore, probably true that, if the company at the time 
of the acquisitions had treated the amounts in question as associated 
with depreciable properties, a major portion of these excesses would 


have long since disappeared from the books as the properties were 
retired. 


The amount we are discussing has been in the accounts a con- 
siderable period of time, some of it as long as 42 years, without any 
provision for amortization. In general, we believe the amount rep- 
resents payments for elimination of the threat of competition, the 
rounding out of service areas, and payments for prospective earn- 
ings, rather than an excess of purchase cost over original cost of 
physical facilities. Accordingly, based upon the evidence in this 
case, we conclude that the amount of $5,086,428.48 does not represent 
payments for tangible property now in service. 

The company contends that the cost of intangibles should remain 
on its books, unamortized and undiminished, indefinitely in the 
future. On the other hand, there is a body of opinion which holds 
that the presence of large intangibles on the books of public util- 
ities is not compatible with sound regulatory principles. Even wit- 
ness for the company Paton has written: 


% It is interesting to note that, in so allocating the book amount, the company has 
allocated only the original cost to the sites which were developed at the time, 
i.e, Hauser Lake and Canyon Ferry, but has attempted to allocate eleven times the 
original cost to the then uneconomic and non-revenue-producing Holter site. The 
company would have us believe that the original cost and no more was paid to the 
extent of some $8,000,000 of operating properties while the entire excess over original 
cost was paid for the unoperated property. This, in view of the evidence, we are un- 
able to do. 
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The existence of general intangible value based upon superior earning 
power represents a condition in the utility field which is not in harmony with 
the ordinary conception of adequate regulation. Superior earning power, in 
other words, is incompatible with a system under which income is restricted 
to a “fair rate of return.”—Wm. A. Paton, Advanced Accounting, p. 436. 


Consistent with our action in similar cases heretofore decided, 
therefore, we reject respondent’s contention that the amounts should 
be kept in the accounts indefinitely without diminution by amorti- 
zation or otherwise. Considering all the facts in this case, amorti- 
zation over a reasonable period of time seems proper. Accordingly 
we shall order the amount of $5,086,428.48, includible in Account 
100.5, to be amortized over a period of 15 years, beginning in 1945, 
by equal annual charges to Account 537, miscellaneous amortization. 
This is in accordance with our determination in the Pacific Power 
and Light Company case in which we were sustained by the Circuit 
Court. Pacific Power and Light Company v. Federal Power Com- 
mission (C. C. A. 9th, 1944), 141 F. 2d 602. 


RESERVATION AS TO LICENSED PROJECTS 


This Commission, under Part I of the Federal Power Act, is re- 
sponsible for the licensing of hydro-electric projects subject to the 
jurisdiction of the United States. We have heretofore pointed out 
that certain of the properties involved in this preceeding consist of 
such water power developments on well-known rivers. The Kerr 
project, the Flint Creek project, the Madison Plant and Reservoir, 
and the Hebgen Reservoir are already under license. The company 
has an application for license pending for the Thompson Falls 
project. Under date of July 27, 1943, we issued an order requiring 
the company to show cause why it should not apply for licenses for 
the Canyon Ferry, Hauser Lake, Holter, Black Eagle, Rainbow, 
Ryan (Volta) and Morony projects, all involving the use of power 
sites considered in this proceeding. 

Under Part I of the Federal Power Act we are required, among 
other things, to determine the actual legitimate original cost of 
licensed projects. Accordingly, nothing herein contained shall be 
construed as a finding of actual legitimate original cost of any proj- 
ects of the Montana Power Company, which are now under license 
or which may hereafter come under license. 

In this connection, we may recall that accounting on a cost basis 
has for many years been an essential element of Federal policy in 
relation to hydro-electric projects subject to the authority of the 
Congress. As already noted, an important consideration, in connec- 
tion with the form of the consolidation adopted to bring all power 
interests in Montana into the Montana Power Company, involved 
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avoidance of action which would disturb the existing United States 
Government permits under which subsidiaries of Butte Electric 
were operating water power projects. The evidence in this case 
suggests that even then the Secretary of the Interior was incorpo- 
rating into new permits a provision permitting the Secretary of 
the Interior to require the surrender of the project to the United 
States or to a State or municipality at a price which would exclude 
“going concern;” “contract,” or “power site” value. 

These new provisions foreshadowed sections 14 and 20 of tke 
Federal Water Power Act of 1920 (now Part I of the Federal 
Power Act). 

Section 14 provides for the right of the United States, after ex- 
piration of a license, to take over a project on payment of net in- 
vestment. It provides further that “Such net investment shall not 
include or be affected by the value of any lands, rights-of-way, or 
other property of the United States licensed by the Commission 
under this Act, by the license or by good will, going value, or pros- 
pective revenues, nor shall the values allowed for water rights, 
rights-of-way, lands, or interest in lands be in excess of the actual 
reasonable cost thereof at the time of acquisition by the licensee.” 

Section 20 provides that “In any valuation of the property of any 
licensee hereunder for purposes of rate making, no value shall be 
claimed by the licensee or allowed by the commission for any project 
or projects under license in excess of the value or values prescribed 
in section 14 hereof for the purposes of purchase by the United 
States.” 

The claims of Montana Power in this case appear to be in direct 
conflict with this Federal policy applying to water power develop- 
ment. For, in its “Factual Statement * * * on Revised Original 
Filing” submitted to the Commission in 1943, it attempts to justify 
the retention of large excesses over original cost on its books by 
reference to the “enormous value” of the Great Falls, Thompson 
Falls and other water powers “in view of the prospective earnings 
of those water powers.” 


An order will be issued in accordance herewith. 
Bastt MANLY. 
Criaupe L. Draper. 
LELAND OLDs. 
Joun W. Scorr. 
Nextson Lee Sir. 


Chairman Manty and Commissioner Oxps concurring : 

One aspect of this case merits more extended discussion, i.e., the 
character of the expert accounting testimony we are asked to accept 
as supporting the company’s contention that the cost of a property 
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may be increased by any transaction having the form of a consolida- 
tion, merger or sale regardless of the relationship of the parties. 
Cross-examination of the company witnesses revealed that their 
view inevitably leads them to the extremes of value accounting 
which jeopardized the interests of hundreds of thousands of  in- 
vestors and rendered rate regulation largely a sham during the high 
tide of the holding company era. We will glance briefly at the 
cross-examination of Dr. Paton to illustrate this point. 

Dr. Paton made it clear that as long as some kind of formal docu- 
ment contained the pertinent book figures, the accountant’s inquiry 
would be practically at an end. Thus he testified : 


Of course, I must say that I have been schooled to respect my legal breth- 
ren to a considerable extent, and when they draw up a contract and say the 
price is $5,000,000, I don’t like, as an accountant, to say they are dead wrong. 


Even the absence of a valuation made at the time, he said, would 
not impeach the figures. He continued: 


I suppose those agreements and those statements represent at least super- 
ficially, if not in any more fundamental sense, the determination of the parties 
to the transaction.” 


A few minutes later, he concluded : 


In other words, the accountant ordinarily is not critical of action taken by 
companies or by a company that may be in contemplation of, or partly the 
result of, particular types of legislation. 


Dr. Paton indicated in many ways that he believed in accounting 
on a value, rather than a cost, basis. Although he was only called 
upon to justify the establishment of “cost” on a value basis in a less- 
than-arm’s-length transaction, he testified that he “would not want 
to say it is improper to record increase in value on the books without 
a transaction” and that he held “no brief against the recording of 
value, an increase in value on the books of the company under special 
circumstances.” 

This tendency, in testimony before this Commission, toward value 
accounting is in contrast with the views expressed by Dr. Paton in 
his address entitled “Recent and Prospective Developments in Ac- 
counting Theory,” before the Harvard University Graduate School 
of Business Administration in 1940. In that speech he said: 


A careful examination of the whole picture, including sympathetic con- 
sideration of the possibilities of appraisals and conversion through the use of 


% Similarly, witness Henry Horne, cross-examined on a hypothetical case similar 
to that in which an issue of 4 shares of Montana Power $100 par stock for one share 
of Butte Electric $100 par stock led to a $20,000,000 write-up, said : 

“I think if men who have the responsibility of directors ... declare that they are 
receiving value for the stock they are ordering to have issued, that that certainly goes 
a very long way towards convincing me that the transaction is ... a bona fide trans- 
action,” 





254 FEDERAL POWER COMMISSION 


index numbers, tends to the conclusion that the accountant has been on the 
right track in giving his allegiance to the cost basis. 


In spite of this strong statement, his testimony was to the effect 
that, under certain circumstances, it would not even be necessary for 
a new corporation to be formed or to have any kind of transaction 
in order to give a write-up validity. After stating that he would 
insist that a direct write-up be earmarked, he nevertheless agreed 
that in case of a “quasi-reorganization”?? it would not be necessary 
to separate the adjustment from the rest of the account. 

Dr. Paton stated that, if the matter were properly controlled, 
there was a practical accounting procedure by which the books of 
the corporation could be altered from time to time to reflect changes 
in valuation. If it were worked out through a new corporation he 
would assume, for accounting purposes, that there had been a change 
of ownership “even though the stockholders of the two companies 
might be identical.” When asked how the purchase price should be 
classified, particularly if it represented capitalization of earning 
power, he said he would begin by valuing the physical inventory 
items, and then continued : 


Now, if the total purchase price on a bona fide commercial basis exceeds 
this total that I have so compiled, then I would say that that difference is 
ordinarily not classifiable for distribution over these physical resources, but 
is rather a sort of essence which may be attributed to various specific factors, 
or it may be very difficult to attribute it to various specific factors, but sort of 
permeates the whole situation representing a reconciliation’ between the com- 
mercial value of the property and the total, and the sum of the constituent 
parts considered individually. 

The business enterprise is one of those peculiar situations in which the 
value of the whole may be either greater or less commercially than the value 
of the constituent physical parts if we just put on blinders and go around 
and look at them one by one because of this very earning power factor.* 


When it was pointed out that the capitalization of earnings in the 
public utility field led to the vicious circle—lag in regulation gives 
rise’ to high earnings, high earnings justify writing up capital, and 


371A “quasi-reorganization” occurs without the creation of a new corporation or a 
transfer of assets; it is merely a very informal procedure by which an existing cor- 
poration restates its asset, surplus and capital stock accounts. 

% The witness was also vague when asked to consider a hypothetical case similar 
to that in which John D. Ryan, as a director of the Milwaukee Railroad, purchased 
the Thompson Falls power site for $950,000 and immediately turned it over to a 
corporation, which he had caused to be organized for that purpose, for $5,000,000 par 
value of its stock. When asked whether, as auditor for the railroad, he would con- 
sider that Ryan had made a profit, he replied : 

“It seems to me I might very easily decide there was no profit, or I might so decide 
if I were in that situation; at the same time, in view of the resolution of the board 
of directors and so on, particularly in view of the fact that ‘R’ does finally receive 
stock in the ‘M’ company, which is a larger enterprise and has considerably more stock 
than is involved in the particular transaction, that I might come to the conclusion 
that a profit was involved.” 
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written-up capital justifies high earnings—the witness placed a ceil- 
ing on capitalization, which he termed the zone of “regulatory rea- 
sonableness.” As to capitalization above the zone of “regulatory 
reasonableness,” he said: 


It is a speculative premium paid on the assumption there is a lag in regu- 
lation and I don’t think a buyer has a right to complain if his notion about 
that lag proves to be erroneous.” 


If, according to Dr. Paton, the “total purchase price is a fantastic 
figure on which nobody but a wild man can expect to earn, we have 
a situation which is * * * not necessarily countenanced by a regula- 
tory agency for any length of time, and a portion of such investment 
may very shortly prove to be lost as a result of the failure of the 
anticipated earnings to materialize. * * *” 

The foregoing illustrations show clearly why the kind of account- 
ing, advocated by company witnesses, would be unsafe and contrary 
to the public interest for regulated public utilities. Write-ups on a 
speculative basis are envisaged as being in accord with sound ac- 
counting principles. But such write-ups, as conceded in the above 
quotation, might leave the innocent investors in utility securities in 
serious jeopardy. If their theory of accounting were to be accepted, 
regulatory bodies could accord such investors little, if any, protection 
against most sanguine promoters. As a matter of fact, the tremen- 
dous losses suffered by investors at the end of the holding company 
era provide an impressive example of the inability of regulation to 
protect investors when such principles are accepted. 

Finally, it may be noted that Henry Horne, another of Montana 
Power’s accounting witnesses, testified on cross-examination that 
stock could be issued without adequate consideration at the time of 
the organization of the company and that he would not consider it 
a write-up. He had previously stated that “there is nothing repre- 
hensible about the word ‘write-up.’ ” 

In this connection the present record shows that Mr. Horne in 
1943 wrote a letter to the Chairman of this Commission attacking 
certain statements in the brief filed by counsel for the Commission 


%In this connection we may recall again that in 1929, when Montana Power's 
nominal subsidiary, Rocky Mountain Power, applied for a permit to develop the Flat- 
head Lake Project, Walter H. Wheeler opposed the application and cited the inflation 
in Montana Power's books. The company answered that, although its books reflected 
an amount of $100,000,000, it earned only on an investment of $45,000,000. It dis- 
agreed with the use of the par value of securities issued in the 1913 transactions as 
a measure of the cost of the properties. Thus, even assuming Dr. Paton’s thesis that 
a cost can be created by a transfer from .one corporation to another where arm’s- 
length relations are entirely lacking, we apparently have a situation in the case of 
Montana Power where, to use his own words, elements of investment have become of 
shorter life because they represented “the donning of rosy-colored glasses or two or 
three pairs of rosy-colored glasses in making the original investment.” In other ‘words, 
we have here a case where the company apparently “made a commitment which is 
outside the zone of reasonable expectation in view of regulatory conditions.” 
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in the Northwestern Electric Company case, which was then pending 
before the Ninth Circuit Court of Appeals. In that letter he also 
took the position that a $3,500,000 issue of stock without considera- 
tion was not a write-up. But the Supreme Court of the United 
States, in a unanimous opinion written by Mr. Justice Roberts, held 
otherwise. 

Mr. Horne wrote this letter as one speaking for the Committee on 
Utility Accounting of the American Institute of Accountants, and 
signed the letter as Chairman of that Committee. But the record 
shows that no other member of the seven-man committee participated 
actively in the letter. In fact only two members besides Mr. Horne 
expressed willingness to be associated with it. Two other members 
asked to be dissociated from participation because they were partners 
in the firm of Haskins & Sells, accountants for the American Power 
& Light, holding company which controlled Northwestern Electric. 
A representative of the firm had testified for the company in the 
Northwestern case. 

In spite of the fact that only three of the seven members of the 
Committee had approved the letter, Horne allowed the “Journal of 
Accountancy” to publish it as an expression of the Committee. 
Furthermore, counsel for Northwestern Electric brought it to the 
attention of the Court of Appeals after oral argument but before 
decision. Their petition for rehearing also quoted it at length and 
referred to it as “in our opinion, unanswerable.” 

Commission counsel, in objecting to the petition for rehearing, 
referred briefly to the company’s use of this letter, asserting that 
“gratuitous and erroneous statements, made completely dehors the 
record, without benefit of oath, cross-examination or submission to 
the Commission cannot serve the purpose of testimony.” Commission 
counsel also called attention to the fact that Horne’s letter had been 
completely answered by Mr. A. C. Colbert, Chief Accountant of the 
Wisconsin Public Service Commission, in an article in which he 
stated : 


The accounting profession has a duty to the public. Its body of accounting 
principles must be tinged with the public interest else its procedures and ut- 


terances will be accorded no greater significance than that given the servants 
of its clients. 


The testimony of the accounting witnesses produced by The Mon- 
tana Power Company representing, in the main, an attempt to sup- 
port the claims of their client rather than an expression of sound 
accounting principles consistent with the purposes of the Federal 
Power Act, cannot, in our opinion, be accorded substantial weight 
in reaching a correct decision in this case. 
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Order directing accounting entries and disposition of amounts 
in adjustment aecounts 
The Montana Power Company 
(IT-5825) 

Upon consideration of the previous orders in this proceeding, the 
evidence adduced of record, and the briefs and oral arguments of 
counsel before the Commission sitting en banc, and having on this 
date made and entered its opinion in this matter, which hereby is 
incorporated by reference as a part hereof, 

The Commission further finds that: 

(1) The Montana Power Company (“Montana Power”) is a 
“public utility” within the meaning of that term as used in the Fed- 
eral Power Act and is subject to the Commission’s accounting re- 
quirements ; 

(2) In intercorporate transfers of the properties of Silver Bow 
Electric Light & Power Company and Butte Electric Light & Power 
Company (not to be confused with Butte Electric & Power Com- 
pany) to Butte General Electric Company (“Butte General”), a pre- 
decessor of Butte Electric & Power Company, in October, 1892, an 
increase of $584,549.10 was recorded in the plant account of Butte 
General over the aggregate of the amounts recorded on the books 
of Silver Bow Electric Light & Power Company and Butte Electric 
Light & Power Company. That increase was a write-up and did not 
represent actual legitimate cost to Butte General ; 

(3) In an intercorporate transfer of the properties of Butte Gen- 
eral to Butte Lighting & Power Company on November 1, 1899, an 
increase of $139,899.72 was recorded in the plant account of Butte 
Lighting & Power Company over the amount recorded on the books 
of Butte General. This increase was a write-up and did not represent 
actual legitimate cost to Butte Lighting & Power Company. The 
write-up included in the plant account of Butte General, referred to 
in finding (2), above, did not become actual legitimate cost to Butte 
Lighting & Power Company, as a result of the November 1, 1899, 
transaction, or otherwise, but continued as a write-up on the books 
of Butte Lighting & Power Company ; 

(4) In an intercorporate transfer of the properties of Butte 
Lighting & Power Company to Butte Electric & Power Company 
(“Butte Electric”) in September, 1901, an increase of $1,881,347.07 
was recorded in the plant account of Butte Electric. This increase 
was a write-up and did not represent actual legitimate cost to Butte 
Electric. The write-ups included in the plant account of Butte 
Lighting & Power Company, referred to in finding (3), above, did 
not become actual legitimate cost to Butte Electric as a result of the 
September, 1901, transaction, or otherwise, but continued as write- 
ups on the books of Butte Electric; 
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(5) Between 1901 and 1912 the plant accounts of Butte Electric 
and its subsidiaries named in finding (9), below, were reduced by 
direct credits for depreciation in a total amount of $308,000; 

(6) An increase of $36,859 in plant account was recorded on the 
books of Butte Electric as a result of the vesting of the ownership 
of the properties of Phoenix Electric Company in Butte Electric 
on September 30, 1908. This increase was a write-up, and did not 
represent actual legitimate cost to Butte Electric; 

(7) An increase of $500,000 in plant account was recorded on the 
books of Butte Electric as a result of the vesting of the ownership 
of Great Falls Electric Properties in Butte Electric in 1909. This 
amount represented a discount incurred in the sale by Butte Electric 
of its common stock and was erroneously charged to plant account; 

(8) Prior to December 12, 1912, bond discount in the amount of 
$7,671.67 and miscellaneous charges totaling $3,195.08 were improp- 
erly included in electric plant account by Butte Electric. These 
weré erroneous charges and did not represent actual legitimate cost 
of plant to Butte Electric; . 

(9) In a merger and consolidation of Butte Electric and its sub- 
sidiaries, Madison River Power Company, Billings & Eastern Mon- 
tana Power Company, and Missouri River Electric and Power Com- 
pany, with and into Montana Power on December 12, 1912, an in- 
crease of $19,663,391.11 in plant account was recorded on the books 
of Montana Power over the aggregate on the amounts previously 
recorded on the books of the constituent companies. This increase 
was a write-up and did not represent actual legitimate cost to Mon- 
tana Power. The write-ups included in the plant account of Butte 
Electric, referred to in findings (2), (3), (4), and (6), above, did 
not become actual legitimate cost to Montana Power as a result of 
the December 12, 1912, merger and consolidation, or otherwise, but 
continued as write-ups in the plant account of Montana Power. The 
other erroneous charges and credit referred to in findings (5), (7), 
and (8), above, were also carried forward and improperly included 
in the plant account of Montana Power; 

(10) In 1908 John D. Ryan purchased all of the stock of Great 
Falls Water Power & Townsite Company (“Power & Townsite”) 
for $1,538,246.46, and in 1909 sold one-half of it to Butte Electric 
at a cost to Butte Electric of $2,500,000. The cost to Ryan of the 
one-half of the stock of Power & Townsite which he retained was 

769,123.23. The total of the cost to Butte Electric of the half it 
purchased and the cost to Ryan of the half he retained was $3,269,- 
123.23. Of that amount, $2,083,124.31 represents the part of the cost 
to Ryan and Butte Electric of power sites which were subsequently 
recorded on the books of Montana Power and which had been re- 
corded on the books of Power & Townsite at $3,590,334.89. The 
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difference between $2,083,124.31 and $3,590,334.89 or $1,507,210.58 
was a write-up in the plant account ef Power & Townsite and did 
not represent actual legitimate cost to Butte Electric and Ryan; 
(11) In an intercorporate transfer of the power properties of 
Power & Townsite to Great Falls Power Company in 1910, an in- 
crease of $5,700,630.81' was recorded in the plant account of Great 
Falls Power Company over the amount recorded on the books of 
Power & Townsite. This increase was a write-up and did not rep- 
resent actual legitimate cost to Butte Electric and Ryan. The write- 
up of $1,507,210.58 referred to in finding (10), above, did not become 
actual legitimate cost as a result of the 1910 transaction, or other- 
wise, but continued as a write-up on the books of Great Falls Power 


Company ; 


(12) An increase of $4,071,112.90 in plant account over cost to 
John D. Ryan was recorded on the books of Thompson Falls Power 
Company as a result of the transfer from Ryan to that company 
of the Thompson Falls and Missoula sites in February, 1913. This 
increase was a write-up and did not represent actual legitimate cost 
to Thompson Falls Power Company ; 

(13) An increase of $12,357,218.51 in plant account was recorded 
on the books of Montana Power as a result of the vesting of the 
ownership of Great Falls Water Power & Townsite Company 
(“Power & Townsite”) in Montana Power on February 11, 1913, 
and the subsequent vesting of title to underlying properties of Power 
& Townsite in Montana Power. This increase was a write-up and 
did not represent actual legitimate cost to Montana Power. The 
write-ups and other improper charges and credit included in the 
plant account of Montana Power, referred to in finding (9), above, 
and in the plant account of Great Falls Power Company, referred 
to in finding (11), above, and in the plant account of Thompson 
Falls Power Company, referred to in finding (12), above, did not 
become actual legitimate cost to Montana Power as a result of the 
pooling of the interests of John D. Ryan with the other interests 
which had been represented in Butte Electric by the vesting of 
ownership of Power & Townsite and Thompson Falls Power Com- 
pany in Montana Power on February 11 and 13, 1913, and the sub- 
sequent vesting of title to underlying properties of those companies 
in Montana Power, or otherwise, but continued as write-ups and 
other improper charges and credit in the plant account of Montana 


Power; 


(14) For the construction of its Morony hydro-electric generating 
station in 1929 and 1930, Montana Power paid Phoenix Utility Com- 
pany, an associated construction company, a 5 percent fee amounting 
to $151,888.98 over and above all costs incurred by Phoenix. This 


fee was not actual legitimate cost to Montana Power and the re- 
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cording thereof in the plant account of Montana Power was a 
write-up ; 

(15) An amount of $322,499.99 is included in Montana Power's 
plant accounts which has not been identified as representing cost 
of any part of Montana Power’s plant ; 

(16) $341,946.64 in Montana Power’s proposed reclassification 
of its accounts represents capital stock expense incurred by Montana 
Power in 1929 to 1934; $10,266.14 represents materials and supplies; 
and a net credit amount of $80,089.89 represents proper correction 
of accounting errors; 

(17) The write-ups referred to in findings (6) and (7), above, 
and included in the amounts referred to in finding (13), above, 
arise out of transactions involving electric, steam heating and street 
railway plant, and are properly includible in Account 108.17, com- 
mon utility plant adjustments, pending proper disposition. All other 
write-ups and other improper charges in plant accounts, referred 
to and included in findings (2) to (16), inclusive, above, are prop- 
erly includible in Account 107, electric plant adjustments, pending 
proper disposition ; 

(18) It is reasonable and appropriate for the purposes of the 
Federal Power Act that the write-ups and other improper charges 
in the plant account of Montana Power be disposed of as follows: 


($308,000.00) referred to in finding (5), by transfer to Account 250, 
reserve for depreciation. 
$500,000.00 referred to in finding (7), by a charge to Account 150, 
discount on capital stock. 
$7,671.67 referred to in finding (8), by a charge to Account 271, 
earned surplus. 
$3,195.08 referred to in finding (8), by a charge to Account 271, 
earned surplus. 
$151,888.98 referred to in finding (14), by a charge to Account 271, 
earned surplus. 
22,499.99 referred to in finding (15), by a charge to Account 250, 
reserve for depreciation. 
$341,946.64 referred to in finding (16), by a charge to Account 151, 
capital stock expense. 
$10,266.14 referred to in finding (16), by a charge to Account 131, 
materials and supplies. 
($80,089.89) referred to in finding (16), by a charge of $81,898.17 
to Account, 271, earned surplus, and a credit of $161,- 
988.06 to Account 250, reserve for depreciation. 
$45,942,218.80 referred to in findings (2), (8), (4), (6), (9), (10), 
(11), (12), and (18), by a charge of $34,500,000 to 
Account 270, capital surplus, if created for that pur- 
pose, otherwise to Account 271, earned surplus, and 
a charge of $11,442,218.80 to Account 271. 


Total___ 46,891,597.41 
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(19) Montana Power's proposed inclusion of $58,605.26 in Ac- 
count 301, organization expense, invelves a reaccounting for $38,- 
610.41, which amount was properly written off its books in 1914 by 
Montana Power. The only part of the $58,605.26 properly includible 
in Account 301 is $19,994.85 ; 

(20) The property of Montana Power known as the Missoula 
site is not in service and is not held with any definite plan for its 
development, and $179,774.13 representing cost thereof is properly 
includible in Account 110, other physical property, and not in Ac- 
count 101, electric plant in service, Sub-Account 320, land and land 
rights, or in Account 104, electric plant held for future use; 

(21) The following amounts on the books of Montana Power 
represent the difference between original cost of electric properties 
acquired as operating units or systems and the cost to Montana 
Power of acquiring such properties and are properly classified in 
Account 100.5, electric plant acquisition adjustments: 

Property Acquired Amount 
Montana Power Transmission $ 507,946.09 
United Missouri River Company___-..-.--------.----_-... 1,835,718.78 
Gallatin Light, Power and Railway nanpaodteinstitadintintee (29,201.11) 
Tavingmem. Water Puwmer  Oie nai nn bh (2,374.66) 
Yellowstone and Billings Properties 82,436.01 
Mine.) Milnor.  Anpqmigitieinosi so rth rciti ichiisttcsingind (114,682.24) 
Deer Lodge Electric Company 105,704.78 
Lewistown Electric and Power Co.___-------- didbiictiinditataitil Tt (64,024.10) 
Hawlowtown Light and Water Co 7,002.71 
Roundup Electric Company 42,098.15 
Boston and Corbin Mining Co aise (2,860.01) 
Melstone Distribution System (6,224.00) 
Montana Coal and Iron Company-—~_~~.....*..------~_=-- 148.95 
Hardin Light and Power Co (8,086.97 ) 
White Sulphur Springs System (11,169.15) 
National Realty Company__--..-----_----_.-- : — (73,987.62) 
Butte Machinery Company (157.51) 
Montene. Utilities ‘Company.__................. 5 sei in 3,979.00 
Rosebud Power Company 9,288.45 
Bosren ._ Brosa.. Blectrice - 00... -- 4... n40<-~4-- 54 s0~- s : (1,935.67) 
co |. eee certs - (11,545.72) 
Economy Power Company-_-__--..-.-..-.---.-- : (10,751.63) 
Harrison Distribution System____.--------- VS E (5,210.00) 
Basin-Comet Line and System seiiatdie ici : (10,074.00) 
Northwestern Improvement Co. ~--.-------~-~-- a (54,789.84) 
Montana Consolidated Mines ~..---.------~- canine (34.97) 
Anaconda Copper—Electric Property ~~.------~-~~- . (62,683.69) 
Idaho Transmission Company -~--- ~~~ -~-~- een 1,231.19 
Helena Gas & Electric Company —--------~----~- = 370,180.05 
Missoula Public Service Company —_-------------~-- y _ 2,283,999.31 
Phoenix Electric Company ...................... ea (4,450.23) 
Great Falls Electric Properties __.....---- te nae 290,836.64 
Havre Electric Company ~ _----~---- ‘ 20,051.49 

5,086,428.43- 
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(22) None of the amounts classifiable in Account 100.5 referred 
to in finding (21), above, have been shown to represent payments 
for tangible property now in service. It is therefore reasonable and 
appropriate for the purposes of the Act that the net amount thereof 
be disposed of by equal annual charges to Account 537, miscellaneous 
amortization, over a period of not to exceed fifteen (15) years, be- 
ginning with the calendar year 1945; 

And the Commission orders that : 

(A) The Montana Power Company classify the amounts on its 
books, referred to in finding (17), above, as therein indicated, and 
dispose of such amounts as set forth in finding (18), above; 

(B) The Montana Power Company classify the amount on its 
books, referred to in finding (20), above, as therein indicated ; 

(C) The Montana Power Company classify the amounts on its 
books, referred to in finding (21), above, as therein indicated; 

(D) The Montana Power Company submit on or before January 
31, 1946, certified copies of accounting entries effecting compliance 
with the requirements of paragraphs (A), (B), and (C) above; 

(E) The Montana Power Company dispose of the amounts classi- 
fied in accordance with paragraph (C), above, as set forth in finding 
(22), above, and submit within thirty (30) days after the close of 
each calendar year certified copies of accounting entries effectuating 
such disposition ; 

(F) This order is without prejudice to the determination of the 
actual legitimate original cost of, the net investment in, the fair 
value of, or any accounting question pertaining to, any project li- 
censed by this Commission or constructed, operated or maintained 
in violation of any law of the United States, or hereafter licensed 
or required to be licensed by this Commission, and without prejudice 
to the determination of any question with respect to the propriety 
of, or the necessity for, the licensing of any project pursuant to any 
law of the United States; 

(G) The provisions of this order shall not be construed as dis- 
pensing with the necessity for full compliance with the Public 
Utility Holding Company Act of 1935, and the rules, regulations 
and orders issued by the Securities and Exchange Commission. 











































In THE MATTER OF 
PANHANDLE EASTERN PIPE LINE COMPANY 


Application for a Certificate of Public Convenience and Necessity 
Under Section 7 (c) of Natural Gas Act 


G-620 
(Decided March 31, 1945) 
Syllabus 


1. Certificate of public convenience and necessity for additions to existing 
pipe-line system of natural-gas company authorized on applicant's 
showing War Production Board request for and approval of plan to 
provide additional capacity for the purpose of ameliorating next winter 
shortage of natural gas in the Appalachian area and its grant of a high 
preference rating for necessary critical materials; that natural gas 
supplies presently available in area are inadequate for the proper 
maintenance of essential domestic, commercial and industrial service; 
firm commitments for necessary financing; that its recoverable gas 
reserves would last more than 30 years; and a finding by the Com- 
mission that the construction and operation of the proposed facilities 
is required by the public convenience and necessity. P. 266. 

2. Since the proposed facilities are to be used to maintain essential war 
production and to meet civilian needs during the emergency, but ap- 
plicant has not presented any specific plan for future disposition of 
half of gas in event of termination of delivery contracts after the war 
emergency, issuance of certificate is conditioned on facilities not being 
used to supply gas to any new customers, and prohibition of abandon- 
ment of service without Commission approval first obtained, notwith- 
standing any contract provisions for termination of deliveries. P. 270. 


D. H. Culton and S. H. Riggs for the Panhandle Eastern Pipe 
Line Company, applicant. 

Harry S. Littman, Stanley M. Morley, and Charles E. McGee for 
the Federal Power Commission. 

L. E. Clevenger for the State Corporation Commission of Kansas. 

Commissioner Paul E. Weiland for the Public Utilities Commis- 
sion of Ohio. 

William E. Dowling and James H. Lee for the City of Detroit, 
Michigan. 

James W. Haley and Tom J. McGrath for National Coal Associa- 
tion. 

Welly K. Hopkins and Tom J. McGrath for the United Mine 
Workers of America. 
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By THE ComMMISSION : 
OPINION 


This proceeding involves an application of Panhandle Eastern 
Pipe Line Company,! seeking a certificate of public convenience and 
necessity under section 7 (c) of the Natural Gas Act, to authorize 
the construction and operation of additions? to its existing pipeline 
system by mearis of which it is proposed to increase the delivery 
capacity of such system by 50 million cubic feet of natural gas per 
day. 

By letter of January 25, 1945, the War Production Board re- 
quested applicant to give consideration to the feasibility of install- 
ing additional compressor stations, compressors and loop lines for 
the purpose of “ameliorating the shortage [of natural gas] which 
otherwise will exist in the Appalachian area next winter,” and to 
submit a plan for such purpose at the “earliest possible moment.” 
The letter also stated that during the past winter a shortage of 
natural gas available to such area resulted in curtailment of war 
production, and that “it is absolutely essential to increase the capac- 
ity of pipe lines into the Appalachian area before the beginning 
of the winter of 1945-1946, in order to prevent a much more serious 
and prolonged interruption to war production at that time.” Follow- 
ing the submission to WPB of the plan here proposed, applicant 
was granted by that board a high preference rating for the neces- 
sary critical materials. Thereafter, on February 2, 1945, the appli- 





1 Hereinafter called “applicant” or “Panhandle Eastern.” 

2The proposed facilities, and the estimated cost (totaling $8,325,000), are more 
fully described below : 

(1) A new 2,400 h.p. compressor station at Hugoton, Kansas, in the Hugoton gas 
field, $435,000. 

(2) Additional units to be installed at existing compressor stations: four 1,300 
h.p. units at Greensburg, Kansas, compressor station, $950,000; three 1,300 h.p. units 
at Haven, Kansas, compressor station, $700,000; five 800 h.p. units at the Olpe, Kansas, 
compressor station, $700,000; five 1,000 h.p. units at Louisburg, Kansas, compressor 
station, $1,135,000; four 1,300 h.p. units at the Houstonia, Missouri, compressor sta- 
tion, $940,000; four 800 h.p. units at the Centralia, Missouri, compressor station, $525,- 
000; four 800 h.p. units at the Pleasant Hill, Illinois, compressor station, $525,000; 
one 1,000 h.p. unit at the Glenarm, Illinois, compressor station, $325,000. 

(3) Approximately 32 miles of 24-inch loop line at a cost of $1,077,000, consisting 
of 12.2 miles of 24-inch loop line in Indiana, extending the existing loop line north from 
applicant's Zionsville compressor station beyond its present terminus in Wells County 
to the west bank of the Wabash River, and 19.9 miles of 24-inch loop line in Ohio, 
extending the existing loop line north from applicant’s Edgerton compressor station 
beyond its present terminus in Paulding County, to a point approximately 13 miles 
north of the Maumee River in Defiance County. 

(4) Other appurtenant facilities, including changes in valves and piping at Hans- 
ford, Texas, compressor station, $90,000; Liberal, Kansas, compressor station, $150,000; 
Tuscola, Illinois, compressor station, $125,000; Montezuma, Indiana, compressor sta- 
tion, $150,000; installation of additional cooling coils at Zionsville, Indiana, com- 
pressor station, $13,000; changes in valves on the main transmission line between 
Hansford and Liberal compressor stations, $30,000, and changes in valves on main 
line No. 200, $455,000, required in connection with the proposed increase in operating 
pressure on applicant’s line No. 200 from 500 pounds to 600 pounds per square inch. 
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cation was filed in this proceeding, and amended on February 15. 

On February 3, 1945, we set this matter for public hearing. After 
appropriate notice, including notice to the regulatory commissions 
of each of the States in which applicant operates, such hearing was 
begun February 15 and concluded February 23, 1945. The matter 
was submitted after oral argument made before the Commission 
sitting en bane on February 24, 1945, all counsel having waived 
briefs. ¢ 


JURISDICTION 


Applicant produces and purchases natural gas in the Texas Pan- 
handle field and in the Hugoton field in Texas, Oklahoma, and Kan 
sas, transports such gas through its pipeline system extending from 
Moore County, Texas, through Oklahoma, Kansas, Missouri, Illinois, 
Indiana, Ohio, and Michigan, and sells such gas for resale for ulti- 
mate public consumption in those States. Applicant concedes, and 
the record shows, that it is a “natural-gas company” within the pur- 
view of the Natural Gas Act, and that the proposed facilities are 
subject to the requirements of section 7 (c) of the Act, as amended. 


PROPOSED SERVICE 


Applicant proposes to utilize the increased capacity principally 
to supply natural gas to The Ohio Fuel Gas Company (hereinafter 
called “Ohio Fuel”) at two existing pipeline interconnections, one 
near Maumee, Ohio,‘ the other at the Ohio-Indiana State line near 
Muncie, Indiana, under a contract dated February 9, 1945, calling 
for deliveries to Ohio Fuel of 25 million cubic feet of gas daily for 
20 years, and an additional 25 million cubic feet daily for a period 
not to exceed five years.® Deliveries have heretofore been made by 
applicant to Ohio Fuel at these interconnections from time to time 


*The State Corporation Commission of Kansas, the National Coal Association and 
the United Mine Workers of America were granted intervention and participated at 
the hearing. The City of Detroit, Michigan, through its counsel, also participated at 
the hearing. However, no evidence was offered by such interveners or participant. 

* Recognizing the necessity for augmenting the Appalachian gas supplies, we issued, 
on October 2, 1942, a certificate of public convenience and necessity to Panhandle East- 
ern authorizing it to construct and operate the “Maumee interconnection” consisting 
of a 16-inch natural-gas pipe line extending some 88,700 feet from a point on its main 
22-inch line near the Ohio-Michigan State line in Lucas County, Ohio, and connecting 
with a 16-inch line of Ohio Fuel at a point immediately west of the village of Maumee, 
Ohio. In the Matter of The Ohio Fuel Gas Company and Panhandle Eastern Pipe 
Line Company, docket Nos. G-408 and G-—410, 3 F. P. C. 301. Also see orders entered 
January 13, 1943, 3 F. P. C. 902, and November 30, 1943, infra, p. 434, modifying such 
certificate. 

*The contract provides for cancellation of the deliveries of the additional 25 mil- 
lion cubic feet by either party, upon 90 days’ notice, after the War Production Board 
or its successor shall (1) cease to exercise war emergency jurisdiction over the 
parties in connection with dispatching of natural gas or, (2) advise the parties that 
control of the dispatching of natural gas from Panhandle’s system is no longer neces- 
sary to the furtherance of the war effort. 
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commencing in 1942, pursuant to a number of interim directives of 
the War Production Board. 

Ohio Fuel, an operating subsidiary of Columbia Gas & Electric 
Corporation, serves natural gas through a network of lines in Ohio 
to some 400,000 consumers in 354 communities in that State, includ- 
ing Columbus, Toledo, Springfield, and Mansfield, Ohio. It also 
supplies the natural-gas requirements of The Dayton Power & Light 
Company, which serves Dayton und other communities in Ohio, and 
a portion of the requirements of The Cincinnati Gas and Electric 
Company which serves Cincinnati and environs. Ohio Fuel pro- 
duces natural gas from its wells in Ohio and purchases gas from 
local producers in that State. It also secures substantial volumes 
of gas through existing pipeline interconnections from affiliated 
companies in the Columbia system, which produce and purchase 
such gas in Kentucky and West Virginia. Since the completion last 
fall of the transmission line of Tennessee Gas and Transmission 
Company extending from the Stratton-Agua Dulce field in Texas 
to Kenova and Cornwell, West Virginia,® approximately 200 million 
cubic feet of gas per day has been delivered through such line into 
the Appalachian area, of which some 100 million cubic feet per day 
has been supplied through United Fuel Gas Company to other sub- 
sidiaries in the Columbia system, including Ohio Fuel. It is apparent 
that to the extent Ohio Fuel’s requirements are met by Panhandle 
Eastern, gas now obtained from other sources will be available to 
alleviate deficiencies elsewhere in the Appalachian area. Therefore, 
the application involves not only the natural-gas supplies and re- 
quirements of Ohio Fuel, but in its broader aspect, those of the 
entire Appalachian territory. 


PUBLIC CONVENIENCE AND NECESSITY 


Careful consideration of the record leads to the conclusion that 
the public convenience and necessity require the construction and op- 
eration of the proposed facilities. It is clear from the evidence that 
the natural-gas supplies presently available to the Appalachian area 
are inadequate for the proper maintenance of essential domestic, 
commercial and industrial service and should be augmented by the 
additional volumes of gas proposed to be furnished by applicant. 

During the past winter, the Appalachian area experienced a 
serious natural-gas shortage, necessitating frequent curtailments and 
interruptions in service to industries engaged in vital war produc- 
tion. Service to domestic and commercial consumers was seriously 


*The construction and operation of the Tennessee line were authorized by our opinion 
and order entered September 24, 1943, In the Matter of Tennessee Gas and Transmis- 
sion Company, docket No. G—230, 3 F. P. C. 574. 
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threatened, and in some instances even completely disrupted. The 
situation was particularly acute in the-territory served by Ohio Fuel 
where several communities in western Ohio were entirely without 
gas for short periods, and the continuance of gas service to large 
cities such as Dayton, Toledo, Columbus and Cincinnati, Ohio, was 
for a time in jeopardy. In fact, the Governor of Ohio, on February 
1, 1945, ordered State offices closed for three days beginning Feb- 
ruary 8, and requested all mayors and officials of other political 
subdivisions to take similar action, while on the latter date he urged 
that public offices, business establishments, schools, libraries and art 
museums be closed at least one day per week to conserve fuel. 

During the month of December, 1944, the curtailment on the Ohio 
Fuel system alone amounted to 242 million cubic feet, and during the 
month of January the curtailment on that system reached 989 million 
cubic feet. On the peak day of February 2, 1945, the Columbia sys- 
tem effected curtailments of natural-gas service to its customers 
totaling 188 million cubic feet, notwithstanding the fact that ap- 
proximately 80 million cubic feet was withdrawn from storage on 
that day and some 43 million cubic feet was received from Pan- 
handle Eastern and other systems through the issuance of emergency 
directives of the War Production Board. During the period from 
January 1 through February 18, 1945, the average curtailment on 
the Columbia system in the Appalachian area was in excess of 98 
million cubic feet per day notwithstanding the receipt of average 
daily deliveries of approximately 10 million cubic feet per day from 
Panhandle Eastern and other pipeline systems during such period 
under WPB directives. 

It is true that the substantial deliveries into the Appalachian area 
of additional gas through the new line of Tennessee Gas and Trans- 
mission Company from the Stratton-Agua Dulce field in Texas, 
which commenced last fall, will materially assist in meeting the de- 
mands of the 1945-1946 winter through replenishing the under- 
ground storage facilities throughout the coming summer. However, 
the evidence clearly indicates that it will be necessary to augment 
further the supplies in the Appalachian region in order to assure 
the maintenance of adequate service. The heavy wartime demands 
upon the wells and reserves in the Appalachian area, coupled with 
the steady decline of rock pressures in the gas fields in that area, 
have materially reduced deliverability. Moreover, the sharp decline 
in production from the once prolific Oriskany sand in West Virginia 
renders it increasingly difficult to supply peak-day demands,’ 

*For example, the deliverability of the Oriskany wells in West Virginia available 
to the Columbia system declined from 180 million cubic feet per day in 1942 to 24 


million cubie feet per day in 1944. Columbia estimates that such deliverability will 
decline to 6 million cubic feet per day in 1946. 
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In the year 1942, natural gas production within the Appalachian 
area was sufficient to supply the gas requirements of that area with- 
out serious curtailment of service to consumers. Since that year, 
however, natural gas production in the area has declined substan- 
tially, particularly in the Oriskany sand area of Kanawha and Jack- 
son Counties, West Virginia, and at the same time the demand for 
natural gas in the area has increased due to the war. This has created 
a need for additional natural-gas supplies to be brought into the 
Appalachian area from other producing areas. 

The record in this proceeding shows the effect of this decline in 
production and increase in demand upon the needs of Columbia Gas 
& Electric Corporation, whose subsidiaries constitute the largest 
natural-gas system in the Appalachian area. In 1942, Columbia’s 
sales, both wholesale and retail, were 168 billion cubic feet,’ while in 
1946 (the first full year of operation of Panhandle Eastern’s pro- 
posed facilities) sales are estimated by Columbia at 177 billion cubic 
feet,® which is 9 billion cubic feet, or 5 percent, more than in 1942. 
In 1942, the Columbia system produced and purchased 52 billion 
cubic feet of natural gas from Oriskany wells in Jackson and 
Kanawha Counties, West Virginia, but by 1946, according to the 
testimony of witnesses for the applicant, this once prolific produc- 
ing area will be practically exhausted and Columbia will receive 
only 2 billion cubic feet from such wells. This represents a decline 
of 50 billion cubic feet in annual gas supply. Likewise, between 
1942 and 1946, a decline of 2 billion cubic feet in the annual volume 
of gas produced and purchased by the Columbia system from several 
thousand shallow sand wells in the Appalachian area is anticipated. 
This reduction in shallow well production is anticipated due to the 
decline in deliverability of such wells despite their operation during 
a greater percentage of the year than had previously been the prac- 
tice, and notwithstanding the conduct of what was characterized by 
a Columbia witness as an “all-out drilling program to drill as many 
wells as the manpower and material situation permitted.” 

Thus, merely to offset the decline in local production and to re- 
store the Columbia system’s annual gas supply in 1946 to the same 
level as in 1942 will, according to estimates submitted in this record, 
require the receipt by Columbia of approximately 52 billion cubic 
feet of gas from other sources in 1946. It would, therefore, appear 





* Columbia system’s sales of 168 billion cubic feet in 1942 represent 40 percent of 
the total sales to consumers in that year as reported by the United States Bureau of 
Mines for States comprising the Appalachian area. 

*This estimate assumes that the German phase of the war will be over by the end 
of 1945, and that industrial consumption of natural gas in 1946 will be 12 billion 
cubic feet less than in 1945 due to reduced war production. Should industrial pro- 
duction and industrial consumption of natural gas in 1946 be maintained at the 1945 
level, estimated total sales in 1946 would be 189 billion cubic feet, which is 21 billion 
cubic feet or 13 percent more than in 1942. 
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that the additional supplies of natural gas available to the Columbia 
system through the facilities of the Tennessee Gas and Transmission 
Company, heretofore authorized, plus the amount here under con- 
sideration, will be no greater than the amount required to offset the 
decline in production within the Appalachian area available to 
Columbia. 

Additionally, it is noted that the Governor of Ohio, by letter to 
this Commission dated February 13, 1945, read into the record in 
this proceeding, has urged “prompt consideration and approval” of 
the application. A member of the Public Utilities Commission of 
that State testified in support of such application. And, the War 
Production Board has advised that the proposed facilities are “an 
important part of the program to increase supplies all too evidently 
required to maintain war production in the Appalachian area next 
winter,” and are “urgently needed to support war production and 
essential activities.” 


FINANCING 


Applicant proposes to finance the cost of constructing the pro- 
posed facilities, drilling. additional wells and installing additional 
field facilities by an issue of $10,000,000 principal amount of first 
mortgage and first lien 234% bonds, Series D, to be issued under 
and secured by its outstanding mortgage and deed of trust of No- 
vember 1, 1940. Applicant presented in evidence a firm commitment 
under which five insurance companies have agreed to purchase the 
entire issue. 


GAS SUPPLY 


It appears from the evidence that the gas reserves available to 
applicant under lease and gas purchase contracts are adequate for 
the proper maintenance of both the existing and proposed service. 
Applicant submitted in evidence an estimate showing that its re- 
coverable gas reserves under leases and subject to gas-purchase con- 
tracts totaled in excess of 4,208,000,000 M.c.f., of which approxi- 
mately 3,032,000,000 M.c.f. are in the Hugoton field and 1,176,000,000 
M.c.f. are in the Texas Panhandle field. At the expected annual 
rate of withdrawal of 133,000,000 M.c.f., which includes the proposed 
additional deliveries, such reserves would last more than 30 years. 


POSITION OF INTERVENERS 


Intervener, the State Corporation Commission of Kansas, desiring 
that the natural-gas reserves of that State be conserved for utliza- 
tion in the mid-continent area, does not oppose the construction and 
operation of the proposed facilities insofar as the same may be 
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found necessary for the prosecution of the nation’s war effort. It 
urges, however, that the certificate should be so conditioned as to 
permit further inquiry respecting the use to be made of such facil- 
ities after the war emergency has passed. The National Coal Asso- 
ciation and United Mine Workers of America oppose the application 
and further contend, in the alternative, that the certificate, if granted, 
should be issued only on a temporary wartime basis.!° 

The evidence clearly establishes that the proposed facilities are 
urgently required to maintain essential war production and to meet 
civilian needs during this emergency. Furthermore, the agreement 
between applicant and The Ohio Fuel Gas Company provides that 
one-half of the 50 million cubic feet shall be delivered to Ohio Fuel 
daily during a period of twenty years, but that the other one-half 
may be terminated by either party after the war emergency. Pan- 
handle Eastern has not presented any specific plan for the disposi- 
tion of the second 25 million cubic feet in the event of termination, 
but the evidence indicates the company’s intention to utilize such 
gas for the purpose of expanding its industrial and other markets 
at such time.!! In the circumstances, we believe the public conven- 
ience and necessity require that some reasonable degree of control 
over the future use of the proposed facilities be retained by this 
Commission. Accordingly, we shall attach to the issuance of the 
certificate in this proceeding the conditions that (1) the facilities 
herein authorized shall not be used for either the transportation or 
sale of natural gas,.subject to the jurisdiction of this Commission, 
to any new customers of applicant without specific authorization 
first obtained from this Commission, and (2) applicant shall not 
abandon or terminate any service rendered by means of such facilities 
to The Ohio Fuel Gas Company without first obtaining the approval 
of the Commission in accordance with the requirements of the 
Natural Gas Act, notwithstanding any provisions for termination 
of deliveries contained in the contract between applicant and The 
Ohio Fuel Gas Company, dated February 9, 1945.12 These condi- 


10 Counsel for the City of Detroit, Michigan, advised by letter after the close of the 
hearing that he “withdraws any opposition” to the application in this proceeding. 

“It is also noted that applicant has filed with the Commission, in docket Nos. G—612 
and G—619, applications under the Natural Gas Act for authority to export substantial 
quantities of natural gas to Canada and to construct and operate certain facilities for 
such purpose. Protests have been filed in such proceedings by the Chairman of the 
Railroad Commission of Texas, and by Public Service Company of Indiana, a customer 
of applicant. Moreover, applications to intervene in such proceedings have been filed 
by, and granted to, the State Corporation Commission of Kansas, the Public Service 
Commission of Indiana, the Public Counsellor of Indiana, and the Pennsylvania Public 
Utility Commission. The Michigan Public Service Commission and the City of Cleve- 
land, Ohio, have also indicated their interest in this matter. 

® Section 7(e) provides that the Commission shall have the power “to attach to the 
issuance of the certificate and to the exercise of the rights granted thereunder such 
reasonable terms and conditions as the public convenience and necessity may require.” 








PANHANDLE BASTERN PIPE LINE COMPANY 271 


tions shall not be construed as relieving applicant from the necessity 
of complying with any order, rule, regulation, or other requirement 
of the War Production Board. 


CONCLUSION 


Upon consideration of the entire record before us, we conclude 
that the public convenience and necessity require the construction 
and operation of the proposed facilities described in the application, 
as amended; and that applicant is able and willing properly to do 
the acts and to perform the service proposed and to conform to the 
provisions of the Natural Gas Act and the requirements, rules and 
regulations of the Commission thereunder. 

In the circumstances, we conclude that an appropriate order should 
be adopted, issuing a certificate of public convenience and necessity 
to applicant in accordance with this opinion. 

Bastz MANty. 
LeLanp Oxps. 
Joun W. Scorr. 


Smiru, Commissioner, concurring : 


It would be desirable, if the circumstances permitted, to defer 
definitive action on the instant application until the Commission 
might have before it on the record all the pertinent facts relating 
to the other pending applications designed to provide major addi- 
tions to the gas supply of the area involved herein. In this manner 
it would be possible for the Commission to consider fully the sup- 
plementary or competitive aspects of various proposals to replenish 
or augment the gas supply of the region, to the end that the require- 
ments of the public interest might be met in the most comprehensive 
and effective way possible. 

It is unfortunate that such a course cannot be followed at this 
time; that this is not feasible is attributable directly to the exigen- 
cies of the war-time situation. It has been shown upon this record 
that there exists in the area to be served an urgent need for addi- 
tional gas, much of which is wanted for use in war industries. The 
War Production Board is concerned over the situation and deems 
it essential that the pipe-line capacity into the Appalachian area be 
increased before the beginning of next winter. The War Production 
Board has granted the priorities necessary for the construction of 
this project and certain others (Tennessee Gas and Transmission 
Company, docket No. G-621, and United Gas-Pipe Line Company, 
docket No. G-622), so that applicant’s project, if authorized and 
constructed promptly, can be in operation soon enough to afford 
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substantial protection against the threatened shortage during the 
winter of 1945-1946. The War Production Board, however, has 
advised us that, in view of the acute shortage of steel in the second 
quarter of 1945, it does not contemplate immediate action on appli- . 
cations for priorities covering the construction of other lines, for 
which certificates from this Commission have been applied for 
(American Light & Traction Company, docket No. G-624, and Metro- 
politan Eastern Corporation, docket No. G-625), involving con- 
struction of such dimensions that it is improbable that they could be 
completed in time to supply additional gas in the Appalachian area 
by next winter. 

Under these circumstances, therefore, it is apparent that the only 
practical method of dealing with the problem is to grant without 
delay the appropriately conditioned certificate authorized herein. 


Draper, Commissioner : 


I join in the above expression. 


Order issuing certificate of public 
convenience and necessity 


Panhandle Eastern Pipe Line Company 
(G-620) 


Upon consideration of the entire record herein, the Commission 
having this day adopted its opinion in this matter, which is hereby 
referred to and made a part hereof by reference; 

The Commission finds that: 

(1) Panhandle Eastern Pipe Line Company (applicant) is en- 
gaged in the transportation of natural gas in interstate commerce 
and in the sale in interstate commerce of natural gas for resale for 
ultimate public consumption, and is, therefore, a “natural-gas com- 
pany” within the meaning of the Natural Gas Act; 

(2) The proposed facilities will be used for the transportation 
and sale of natural gas, subject to the jurisdiction of the Commis- 
sion, and the proposed construction and operation thereof are sub- 
ject to the requirements of subsections (c) and (e) of section 7 of 
the Natural Gas Act, as amended; 

(3) Applicant is able and willing properly to do the acts and 
perform the service proposed and to conform to the provisions of 
the Natural Gas Act, as amended, and the requirements, rules and 
regulations of the Commission thereunder ; 

(4) The public convenience and necessity require the construction 
and operation of the proposed facilities described in the application, 
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as amended, and a certificate therefor should be issued as hereinafter 
ordered and conditioned ; rs 

The Commission orders that: 

(A) A certificate of public convenience and necessity be and it 
is hereby issued authorizing the construction and operation by appli- 
cant of the proposed facilities referred to in the opinion in this mat- 
ter, and more fully described in the application, as amended in this 
proceeding, for the transportation and sale of natural gas therein set 
forth, subject to the jurisdiction of the Commission, upon the terms 
and conditions of this order; 

(B) This certificate is granted upon the express conditions that 
(1) the facilities herein authorized shall not be used for either the 
transportation or sale of natural gas, subject to the jurisdiction of 
this Commission, to any new customers of applicant except upon 
specific authorization first obtained from this Commission, and (2) 
applicant shall not abandon or terminate any service rendered by 
means of such facilities to The Ohio Fuel Gas Company without 
first obtaining the approval of the Commission in accordance with 
the requirements of the Natural Gas Act, notwithstanding any pro- 
visions for termination of deliveries contained in the contract be- 
tween applicant and The Ohio Fuel Gas Company, dated February 
9, 1945; 7 

(C) Applicant shall promptly report to the Commission in writ- 
ing, under oath, the dates of completion and commencement of op- 
eration of such facilities ; 

(D) This certificate shall not be transferable and is without 
prejudice to the authority of this Commission or any other regula- 
tory body with respect to rates, contracts, service, accounts, valuation 
estimate or determination of cost, or any other matters whatsoever 
now pending or which may come before this Commission or other 
regulatory body, and nothing herein shall be construed as an acqui- 
escence by this Commission in any estimate or determination of cost 
or any valuation of property claimed or asserted ; 

(E) Nothing herein is to be construed as affecting in any manner 
the determination of the service area of applicant under section 7 (f) 
of the Natural Gas Act, as amended; 

(F) Nothing contained in this order shall be construed as in any 
manner changing or affecting the Commission’s opinion and accom- 
panying order reducing rates, entered September 23, 1942, in docket 
Nos. G-200 and G-207, /n the Matter of Panhandle Eastern Pipe 
Line Company, and City of Detroit v. Panhandle Eastern Pipe Line 
Co., 3 F. P. C. 273, 292, 45 P. U. R. (N.S.) 203, or in any manner 
relieving applicant from filing ‘new rate schedules reflecting the 
reduction in rates in conformity therewith ; 
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(G) This certificate shall be effective as long as applicant con- 
tinues the operations hereby authorized in accordance with the pro- 
visions of the Natural Gas Act, as amended, and any pertinent rules, 
regulations, or orders heretofore or hereafter issued by the Com- 
mission ; 

(H) Nothing contained herein shall be construed as relieving 
applicant from the necessity of complying with any order, rule, 
regulation, or other requirement of the War Production Board; 

(1) Appropriate evidence of the issuance of this certificate shall 
be furnished to applicant. 





In THE MATTER OF 
THE MONTANA POWER COMPANY 


Petitions for Rehearing of Proceeding for Reclassification of 
Electric Plant Accounts of a Public Utility 


IT-5825 
(Decided April 27, 1945) 
Syllabus 


. Petitions for rehearing denied as being a’ reiteration of arguments of 
fact and law which were fully considered in original proceeding, 
there being no basis for contention that Commission went beyond and 
contrary to record or that there was any failure to give adequate 
consideration to claims of intervening preferred stockholder groups. 
P. 276. 

. Uniform System of Accounts is rooted squarely in the cost concept and 
Commission has rejected evidence, at previous hearing, of company 
witnesses who espoused the view that assets should be recorded on 
the books of account at figures in excess of cost where assets were 
transferred at higher “values” to nominally distinct corporations, no 
matter how closely such corporate entities might be related, dominated, 
or controlled. The Montana Commission, however, sitting concurrently, 
relied heavily on such “value” testimony. P. 276. 

. Congress, in conferring upon the Commission jurisdiction over the ac- 
counts of “licensees” and “public utilities”, provided for their uniform 
treatment, but also provided that “public utilities” should not thereby 
be relieved from the necessity for compliance with lawful state ac- 
counting requirements. P. 277. 

. Though due consideration was given threughout the proceeding to the 
views and conclusions of the Montana Commission, sitting in concur- 
rent joint hearing, regarding the problems involved and the evidence 
presented, the Commission must recognize its responsibility and obli- 
gation under the Federal Power Act to arrive at its own independent 
conclusions in accordance with its own best judgment concerning the 
facts of record. P. 280. 


By THE CoMMISSION : 


On March 29, 1945, counsel for The Montana Power Company 
and on March 28, 1945, counsel for certain groups of $6 preferred 
stockholders, as intervenors, filed petitions for rehearing in the 
above-entitled matter.1 These petitions and assignments of error 


1Intervenor, American Power & Light Company, by letter filed March 29, 1945, ad- 
vised that it “hereby joins in and adopts for itself” the petition for rehearing filed by 
its subsidiary, The Montana Power Company. 
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are substantially similar in most important respects. In the main, 
they reiterate arguments of fact and of law which were considered 
fully by the Commission when it originally acted in this matter by 
the adoption of its opinion in this matter, supra, p. 213, and the 
issuance of the accompanying order of February 13, 1945. As to the 
contention that we went beyond and contrary to the record before 
us, we have reexamined the record in our review of these allegations 
and find no basis therefor. Likewise the contention that we failed to 
give adequate consideration to the claims advanced on behalf of the 
$6 -preferred stockholder groups will scarcely bear scrutiny in the 
light of the attention given to the position of the holders of this 
stock.? 

Aside from certain minor questions of procedure—which are well 
within the long-established precedents of this and other regulatory 
agencies, and therefore need not be enumerated and discussed here— 
the other points raised in the petitions center chiefly around our 
failure to reach the same conclusions as did the Public Service Com- 
mission of Montana on records made concurrently which were in 
many, but not all, important respects the same before both Com- 
missions. Thus, it is asserted several times in the petitions that this 
Commission “erred in failing to make findings and to give its opinion 
substantially in accord with” the views of the Montana Commission 
as set forth in its opinion and report and order dated December 21, 
1944, which are incorporated in the company’s petition. In effect, 
the position of the Montana Commission is accepted by the petitions 
as the proper standard of accounting treatment; virtually every de- 
parture by this Commission from that standard is assigned as error. 
This presents a novel situation and, in turn, calls for some further 
explanation of both the meaning and application of the Uniform 
System of Accounts and the history of this proceeding. 

Careful comparison of the opinion of the Montana Commission 
and of this Commission’s opinion in this matter, supra, makes it 
abundantly clear that, despite the similarity of the language of the 
Uniform System of Accounts prescribed by the two Commissions, 
the respective interpretations of those systems and the philosophy 
underlying their application to the facts of the instant case are 
widely divergent. As explained in our original opinion in this mat- 
ter, supra,® our system of accounts is rooted squarely in the cost 
concept, and we rejected the evidence of company witnesses who 
espoused the view that assets should be recorded on the books of 
account at figures in excess of cost if such assets were transferred 
at higher “values” to nominally distinct corporations, no matter 











2In the Matter of the Montana Power Company, docket No. IT—5825, supra, pp. 245- 
246. 
3 See particularly pp. 222-223. 
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how closely such gorporate entities might be related, dominated, or 
controlled. Yet, according to its opinion, the Montana Commission 
has relied heavily upon the testimony of these same witnesses and 
has accepted their concept of accounting as a device for showing 
“values,” rather than a means of disclosing actual cost. As we have 
previously pointed out, we cannot accept this theory without doing 
violence to the plain language of our Uniform System of Accounts, 
to the interpretation placed upon it in a long line of decisions, both 
by this Commission and by a large number of state commissions 
which have adopted the same language and interpretation, and to 
what we regard as the clear intent of the Congress. 

We are mindful, of course, that ours is a dual system of govern- 
ment and that Congress has clearly recognized this fact in the pro- 
visions of the Federal Power Act. We must also accept, however, 
the further fact that Congress, in conferring upon this Commission 
jurisdiction over the accounts of “licensees” and “public utilities,”* 
provided for their uniform treatment. While Congress provided 
that “public utilities” should not thereby be relieved from compli- 
ance with lawful state accounting requirements, it rejected an amend- 
ment which would have created substantiallly the situation for which 
the company now contends. 

We are aware, too, of the advantages which can flow from the 
effective cooperation of regulatory agencies. Our Uniform System 
of Accounts under which this proceeding arose, was developed in 
collaboration with the Committee on Statistics and Accounts of the 
National Association of Railroad and Utilities Commissioners, of 
which Association the Montana Commission is a member. That As- 
sociation has recommended what is commonly regarded as the same 
system of accounts which, as noted in our main opinion, has been 
adopted and prescribed, with certain modifications in particular 
instances, by a large number of state commissions. In the main, the 
interpretation and application of these accounting provisions by this 
Commission and the state regulatory agencies which have adopted 
them have been cooperative and consistent. As heretofore stated, 
however, the present situation is in some respects unusual. And, 
since in effect we are asked to adopt the conclusions of the Montana 
Commission in lieu of our own analysis of the record, a brief state- 
ment of the history of this matter, based on the official records of 
the Commission, may serve to indicate the reasons for our rejection 
of this contention. 

The company filed its purported reclassification and original cost 
studies, pursuant to our general orders and regulations, on Au- 


*The Montana Power Company is both a “licensee” and a “public utility.” It has 
not questioned the jurisdiction of the Commission. In the Matter of the Montana Power 
Company, docket No. IT-5825, supra, p. 215. 
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gust 1, 1940. Subsequently our staff made a field examination which 
disclosed that the company’s studies were unsatisfactory in certain 
important respects. On August 29, 1941, the Montana Commission 
was invited to participate in this field study on a cooperative basis, 
but on September 4, 1941, advised that, due to lack of appropriations 
and“ staff, it would be unable to do so. During this period, the 
system of accounts for electric utilities used by the Montana Com- 
mission was that which it had prescribed effective January 1, 1913. 
But, following completion of our staff’s field investigation, the Mon- 
tana Commission, by order of December 17, 1942, prescribed, effective 
January 1, 1943, the NARUC Uniform System of Accounts for 
Electric Utilities which, as has been stated, is generally similar to 
that prescribed by this Commission for “licensees” and “public 
utilities.” This order contained the following specific reservation : 


(4) That the effectiveness of this new system of accounts depends to a cer- 
tain extent on interpretations, and this Commission reserves the right to inter- 
pret this System as it deems proper and does not by this Order either approve 
or disapprove of any interpretation placed on the accounts hereby prescribed 
by the National Association of Railroad and Utilities Commissioners, by the 
Federal Power Commission or by any State Commission; ... 


On February 5, 1943, the report of our staff on its field examina- 
tion was transmitted to the company with a request that certain ac- 
counting readjustments and dispositions be made, that plans for 
certain other dispositions be submitted, and that certain additional 
studies be prepared as recommended therein. Copies of this staff 
report were furnished to the Montana Commission February 13, 
1943. The company submitted its response and revised studies to 
this Commission on June 9, 1948, and on December 28, 1943, the 
Commission entered its show-cause order covering the amounts in 
controversy and setting the matter for hearing in Washington on 
January 31, 1944. Pursuant to the cooperative agreement between 
this Commission and the National Association of Railroad and 
Utilities Commissioners, as embodied in our Rules of Practice and 
Regulations, the order provided for the participation of the Mon- 
tana Commission in these hearings if desired. 

Under date of January 4, 1944, the Montana Commission ex- 
pressed the view that a hearing before it should be held prior to 
any hearing before this Commission and advised that it was setting 
such a hearing for January 20, 1944, the date subsequently being 
postponed to February 28, 1944. By a petition filed January 10, 
1944, the company asked for a transfer of this Commission’s hearing 
to the State of Montana and a continuance thereof to March 20, 
1944, or later. After conferences with representatives of the Mon- 
‘tana Commission, this Commission, by its orders of January 18, and 
February 16, 1944, postponed its hearing and provided for concur- 











THE MONTANA POWER COMPANY 279 


rent hearings to be held with the Montana Commission in Butte be- 
ginning March 13, 1944. The Montana Commission simultaneously 
issued a similar order. 

The orders providing for such hearings contained special provi- 
sions, inserted to meet the wishes of the Montana Commission, spe- 
cifically recognizing the necessity for each Commission to contro] its 
own record and to include or exclude such evidence as it might deem 
appropriate. They also provided that an opportunity for confer- 
ence would be afforded before the entry of an order by either Com- 
mission. Thus it was anticipated that rulings as to the admissibility 
of evidence might differ and that, while the two Commissions would 
confer before adopting orders, each would of course have to exer- 
cise its own independent judgment in interpreting and applying the 
Uniform System of Accounts to the facts of record. In the light 
of these specific provisions which were, as stated above, incorpo- 
rated in the orders to meet the views of the Montana Commission, 
it is particularly difficult to understand the references in that Com- 
mission’s opinion, which is now so heavily relied upon by the com- 
pany in its assignment of error, to the inclusion and exclusion by 
our Trial Examiner of evidence which was excluded or included by 
the Montana Commission in the concurrent hearing held pursuant 
to those orders. Furthermore, although the petitions assert that the 
Montana Commission reached its conclusions on “the same identical 
evidence” as that before this Commission, this claim is evidently 
based on the statement made in the opinion of the Montana Com- 
mission that it reached its “conclusions based upon the evidence ad- 
mitted by the Examiner for the Federal Power Commission, and 
there is no instance in which we have reached our conclusion upon 
evidence admitted by our Commission but rejected by the Examiner 
for the Federal Power Commission.”> From examination of the 
Montana Commission’s opinion, however, it would appear that it 
considered evidence concerning the valuation of hydroelectric sites 
which was not admitted in our proceeding. 

During the hearings—which were held in Butte to meet the con- 
venience of the Montana Commission and the company and extended 
from March 27 to May 12, 1944, thus making it impracticable for 
the entire membership of this Commission to be in attendance 
throughout the proceeding—no testimony was introduced by repre- 
sentatives of the Montana Commission. All the evidence in the case, 
therefore, was presented either by those supporting the position of 
the company or by members of our staff. 

After the filing of briefs and by agreement between the two Com- 
missions, the matter was argued before the two Commissions sitting 
together in Washington on November 29, 1944. Counsel for the 
~ 8 Opinion of ‘the Montana Commission in Docket No. 3421, p. 6. 
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Montana Commission neither filed briefs nor participated in the 
oral argument. 

Following the argument, the two Commissions met in extended 
conference in Washington on December 1, 1944, to interchange and 
discuss views regarding the matters at issue. It developed, however, 
that the two Commissions approached the problem from funda- 
mentally different points of view, the Montana Commission adher- 
ing to a value concept of accounting and this Commission to a cost 
concept. Therefore it became apparent that it would be impossible 
for differences to be reconciled and similar conclusions to be reached. 
On December 2, the Montana Commission advised that further con- 
ference was not desired. It was understood that each Commission 
would thereupon proceed to its own decision on its own record in- 
dependently and without further consultation. On December 21, 
1944, the Montana Commission entered its opinion and report and 
order in the case before it; on February 13, 1945, this Commission 
entered its opinion and order in this proceeding. 

We have deemed it necessary and appropriate to supply these 
factual details concerning the history and development of this case 
in order to show the earnest effort which this Commission has made 
to cooperate with the Montana Commission throughout the entire 
proceeding and to indicate that due consideration has been given by 
us to the views and conclusions of the Montana Commission regard- 
ing the problems involved and the evidence presented, despite the 
pleadings made in the petitions for rehearing now before us. 

We take note also of the rather unusual language appearing at cer- 
tain places in the opinion of the Montana Commission, and particu- 
larly the following: 


We have no hesitancy in finding an arm’s length purchase. We believe any 
contrary finding would be speculative and contrary to the evidence, and un- 
supportable as an administrative finding. We believe our conclusion on this 
point will stand any test; we believe no reasonable man could come to any 
other possible conclusion.6 


It is difficult to see what purpose is to be served by an expression 
such as this. In any event, as our opinion and order show, we have 
come to a different conclusion regarding the very important trans- 
action referred to. While it may be regretted it was impossible for 
the two Commissions to reach identical determinations in the mat- 
ters before them, we do not deem this a sufficient reason for either 
to question the competence or to impugn the motives of the other. 
We must, however, recognize our responsibility and obligation under 
the statute to arrive at our own independent conclusions in accord- 
ance with our own best judgment concerning the facts of record. 








* pp. 56—57 ; italics supplied. 
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Upon careful consideration of the record in this proceeding, our 
original opinion in this matter, supra, the petitions for rehearing 
and assignments of error, and the opinion of the Montana Commis- 
sion incorporated therein, we conclude that good cause for grant- 
ing the petitions has not been shown and that they should, therefore, 
be denied. Our order will issue accordingly. 

Bast Man ty. 
Craupe L. Draper. 
LeLanp O ps. 

Joun W. Scort. 
Netson Lee Smiru. 


Order denying rehearing 
The Montana Power Company 
IT-5825 


Upon consideration of the petition for rehearing filed on March 
29, 1945, by The Montana Power Company, which was joined in 
and adopted for itself by intervenor American Power & Light Com- 
pany, and the petition filed on March 28, 1945, by the $6 preferred 
stockholder intervenors, and upon further consideration of all pre- 
vious orders in this proceeding, the evidence adduced of record, 
the briefs and other documents filed, the opinion and order of 
February 13, 1945, supra, and having on this date made and en- 
tered its opinion in this matter on said petitions, which is incorpo- 
rated by reference as a part hereof ; 

The Commission finds that: 

The assignments of error do not raise any questions of fact or 
of law which have not been previously considered by the Commis- 
sion or warrant abrogation or modification of the opinion in this 
matter, supra, p. 213, and the order of February 13, 1945 supra, 
p. 257, in any respect ; 

The Commission orders that: 

The applications for rehearing of The Montana Power Company, 
as joined in by American Power & Light Company, and of the $6 
preferred stockholders be and they are hereby denied, provided, how- 
ever, that consideration of The Montana Power Company’s petition 
on behalf of American Power & Light Company and consideration 
of the petition of the $6 preferred stockholders and the Commis- 
sion’s action thereon shall not be construed as recognition by the 
Commission that the interests of American Power & Light Company 
and the $6 preferred stockholders are such that they may be “ag- 
grieved by the order issued by the Commission” within the meaning 
of section 313 of the Federal Power Act. 







































In THE MATTER OF 


REYNOSA PIPE LINE COMPANY 


Applications Pursuant to Sections 3 and 7 of the Natural Gas Act 


for Certificate of Public Convenience and Necessity and for 
Authority to export Natural Gas to Mexico 


G-594, G-595 
(Decided May 8, 1945) 


Syllabus 


. In a proceeding involving the exportation of natural gas to a foreign 


country pursuant to section 3 of the Natural Gas Act, the Commis- 
sion must determine whether the authorization requested will be con- 
sistent with the public interest. P. 284. 

In resolving the public interest related to the construction and opera- 
tion of interstate natural-gas facilities during the war emergency, the 
Commission has applied, in general, the policy that such facilities 
should be confined to those necessary for the maintenance of sup- 
plies adequate for existing markets. No different criterion should 
apply where the markets to be supplied are outside the United 
States. P. 286. 

Inquiry with respect to sources of fuel supply and availability of natu- 
ral gas in the area where applicant proposes to make deliveries is as 
appropriate in an export proceeding as in connection with applica- 
tions for certificates of convenience and necessity for the construc- 
tion and operation of facilities within this country. P. 286. 


. Application for authorization to export natural gas to the Republic of 


Mexico, denied, without prejudice, where the record showed that only 
a relatively smal) portion of the exported gas was intended for use 
even indirectly in the war effort; preference is being given to civilian 
production over apparently essential war production; fuel oil avail- 
able in the area; that present supplies of natural gas apparently are 
adequate for preferred uses; and that the exportation here proposed 
will not be consistent with the public interest. A more adequate 
showing should have been made by applicant of the possibility of 
obtaining supplies of natural gas within the Republic of Mexico. 
P. 288. 


James Young, Jr.,and J. W. Keys for the applicant. 

David Heath, Assistant Attorney General, for the Railroad Com- 
mission of Texas. 

Harry 8. Littman, Assistant General Counsel, and Charles F. 
McGee for the Federal Power Commission. 
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REYNOSA PIPE LINE COMPANY 


By THE COMMISSION : 


OPINION 


This proceeding involves applications of Reynosa Pipe Line Com- 
pany (hereinafter called Reynosa), filed pursuant to sections 3 and 
7 of the Natural Gas Act, for a certificate to construct and operate 
certain facilities and for authorization to export from the United 
States to the Republic of Mexico up to 60,000,000 cubic feet of natu- 
ral gas a day. 

After due notice a hearing was held in the matter of the pro- 
posed exportation, under section 3, commencing on January 29, 
1945, and concluding on February 5, 1945. Opportunity was af- 
forded all interested persons to file briefs and such were filed by 
the applicant, by Gas Industrial de Monterrey, S. A., the prospec- 
tive Mexican importer of the gas, and by the Railroad Commission 
of the State of Texas, which participated in this proceeding. 

The Texas Commission has protested the approval of the appli- 
cation to export gas and in so doing urges that no necessity exists 
for such exportation, and stresses the possibility of the withdrawals 
of such large quantities of natural gas from fields in Texas creating 
a future shortage of gas in that State for the use of the residents 
thereof and in the future developinent of the State. 


APPLICANT'S PROPOSAL 


The applicant proposes the exportation of natural gas which 
would be produced by La Gloria Corporation in Hidalgo County, 
Texas.! After production such gas would be transported through 
the proposed facilities of applicant from the points of production to 
the point of exportation, which would be on the international border 
near the town of Reynosa, Mexico. There it would be sold and de- 
livered to Gas Industrial de Monterrey, S. A., which would trans- 
port it to the City of Monterrey, Nuevo Leon, Mexico (through a 
14-inch pipeline which it proposes to construct), where it would be 
used for boiler fuel and industrial purposes. 

Gas Industrial de Monterrey, S. A., is owned by a group of exist- 
ing and anticipated industries in and around the City of Monterrey. 
Both its charter and franchise, issued by the Government of Mexico, 
provide that all gas transported through the facilities of the corpo- 


1La Gloria Corporation will own all of the capital stock of Reynosa. Both La Gloria 
and Reynosa are Texas corporations. 
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‘ation must be used by the stockholders (industries to be served), 
and cannot be sold for resale.” 


THE REQUIREMENTS OF SECTION 3 


The principal problem confronting the Commission in this pro- 
ceeding involves an interpretation of section 3 of the Natural Gas 
Act. This section provides, among other things, that: 


The Commission shall issue such order upon application, unless, after op- 
portunity for hearing, it finds that the proposed exportation or importation 
will not be consistent with the public interest.’ 


Will the authorization requested be consistent with the public in- 
terest? This obviously is the broad question which we are called 
upon to answer. 


BRIEF SUMMARY OF THE EVIDENCE 


The record discloses that in 1940 the annual requirements of the 
industries which are now shareholders of Gas Industrial de Mon- 
terrey aggregated 5,125,775 M.c.f. By 1944 they had grown to 
7,846,128 M.c.f. There is attached to Reynosa’s supplemental ap- 
plication a schedule showing the estimated annual requirements of 
the shareholders of Gas Industrial de Monterrey for the next five 
years, as follows: 








| M.c.f. 
as dicts Saath dade! | 15,654,951 
1946 17,622,941 





These estimates make it apparent that Gas Industrial contem- 
plates a very large industrial expansion in the post-war period. Un- 
fortunately, no one seems to have made any study to determine 
what part of the current or immediately future industrial activity 


2The Natural gas consumers of the City of Monterrey and its environs including 
nearly all of the present stockholders of Gas Industrial de Monterrey, S. A., are, and 
have been for a number of years past, served by Compania Mexicana de Gas, 8. A., 
another Mexican corporation, but a wholly owned subsidiary of United Gas Pipe Line 
Company, a Texas corporation. Virtually all of the natural gas now being used in 
Monterrey has its origin in the South Martinez and the Lopeno gas fields in Zapata 
County, Texas. 

3Sec. 3. After six months from the date on which this act takes effect no person 
shall export any natural gas from the United States to a foreign country or import any 
natural gas from a foreign country without first having secured an order of the Com- 
mission authorizing it to do so. The Commission shall issue such order upon applica- 
tion, unless after opportunity for hearing, it finds that the proposed exportation or 
importation will not be consistent with the public interest. The Commission may by 
its order grant such application, in whole or in part, with such modification and upon 
such terms and conditions as the Commission may find necessary or appropriate, and 
may from time to time, after opportunity for hearing, and for good cause shown, 
make such supplemental order in the premises as it may find necessary or appropriate. 
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in Monterrey may be due to the influences set in motion by the war. 
At any rate the record discloses no such study. There is no evidence 
that any of the industrial products produced in Monterrey are be- 
ing used directly in the war effort. On the other hand, it appears 
that only a relatively small portion of that production is intended 
for use even indirectly in the war effort. There is some production 
of steel rails used in the rehabilitation of the Mexican National Rail- 
ways to enable such transportation system, among other things, to 
more adequately move certain of Mexico’s raw materials to the 
United States for conversion into implements of war, and a smaller 
amount of steel and some cement used in connection with mining 
operations. 

Because of the added strain which would be placed upon the rail- 
way system of Mexico, and in order that optimum effiiciency in the 
operation thereof might be assured for the transportation of those 
vitally-needed materials, an agreement was reached between the 
governments of the United States and Mexico under which the 
former would participate in the rehabilitation of the latter’s rail- 
way system.* 

The evidence shows that throughout the rehabilitation activity, 
efforts have been made to furnish the Mexican railways with the 
supplies and equipment required but to restrict them to those items 
which were essential and which could not be obtained in the Republic 
of Mexico. Although the initial studies indicated that large quan- 
tities of rails and fastenings would be required from the United 
States, later investigation showed that a sufficient quantity could 
be produced by the Monterrey Iron and Steel Works (Cia. Fundi- 
dora y Acero de Monterrey, S. A.), which, incidentally, is the larg- 
est stockholder in Gas Industrial de Monterrey. The indicated steel 
requirements necessary to accomplish the desired rehabilitation were 
some 40,000 tons of rails and 6,000 tons of rail accessories, a total of 
46,000 tons of this type of steel, annually.® 

In 1940 the total consumption of natural gas by those industries 
now constituting the owners of Gas Industrial de Monterrey was 
5,116,979 M.c.f., of which Fundidora received 2,660,902 M.c.f. The 
latter, in that year, also used the equivalent of 8,796 M.c.f. in fuel 
oil. The total quantity of fuel available produced 4pproximately 
96,000 tons of steel of all the types produced by Fundidora. In 
1944 the same group of industries received a total of 5,480,344 M.c.f. 


*It should be noted, however, that the program for the rehabilitation of the Mexican 
National Railways contemplates that the work related thereto is to be carried on over 
a period of several years, even though the emergency necessity therefor may have 
terminated. 

5'The evidence is that the capacity of the presently installed equipment for the 
production of this type of steel is slightly less than this amount and that plans are 
now under way to increase that capacity. However, we are concerned here only with 
the quantities of gas required. 
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of natural gas, but of that amount Fundidora received only 2,342,072 
M.c.f. Nevertheless, the gas received by Fundidora was sufficient to 
produce about 84,000 tons of steel, some 38,000 tons in excess of the 
rehabilitation requirements. 

It is clear from the record that, contrary to the common expe- 
rience and required practice of all steel producers in the United 
States, no restriction has been placed upon civilian production by 
the Monterrey industries as compared with production in aid of the 
war effort. It is obvious from the figures shown above that within 
the group constituting the ownership of Gas Industrial de Mon- 
terrey preference is being given to civilian production over appar- 
ently essential war production. We have seen that of the total 
volume of gas received by that group in 1940 Fundidora received 
52 per cent, while in 1944 this only essential industry in Monterrey 
received less than 43 per cent. On the other hand, the proportions 
received by a glass container plant and a household glassware plant 
were materially increased. Had Fundidora received in 1944 the 
same percentage of gas that it received in 1940, about 13,000 tons 
additional steel which could have been produced, together with the 
rails and accessories actually produced in that year, would have 
about equalled the amount of this type of steel required in the rail- 
way rehabilitation program without any restriction whatever on 
the production of civilian steel. 

Furthermore it should be pointed out that in resolving the public 
interest related to the construction and operation of interstate natu- 
ral-gas facilities during the war emergency, we have applied, in 
general, the policy that such facilities should be confined to those 
necessary for the maintenance of supplies adequate for existing 
markets and have limited our authorization thereto. We are un- 
aware of any reason which would justify applying a different cri- 
terion where the markets to be supplied are located outside the 
United States. 

There is another aspect of this matter which has given us concern. 
In connection with applications for certificates of convenience and 
necessity for the construction and operation of facilities within this 
country, inquiry is made with respect to sources of fuel supply and 
availability of natural gas in the areas where the applicant proposes 
to make deliveries. We believe that in determining the question 
posed by section 3 of the Act it is appropriate for us to make similar 
inquiry into the availability of natural gas and other fuels for utili- 
zation within the country of the exportee. If, therefore, substantial 
quantities of natural gas are available in Mexico for use by the in- 
dustries of Monterrey, we would feel constrained, under the cir- 
éumstances here existing, to withhold the authorization to export 
sought by applicant. 
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The record shows that fuel oil is available within a reasonable 
distance from Monterrey; that many ef the industries there can, and 
do, use fuel oil advantageously, although some of the industrial pro- 
cesses may obtain somewhat better results with the use of gas. There 
is no reason to assume that the present supplies of natural gas are 
inadequate for those preferred uses. The evidence shows that dur- 
ing 1944 Fundidora used, in addition to the natural gas which we 
discussed above, some 340,000 barrels of oil. 

Moreover, the evidence discloses that there are two producing gas 
fields within the Republic of Mexico, located between Monterrey and 
the Texas border. There are some general statements in the record 
that the pressure in those fields has been somewhat reduced; that 
one of those fields is now supplying gas to the Monterrey area to 
the extent that it can be put into an existing line against the line 
pressure thereon; that to substantially increase the pressure on such 
line is economically infeasible, and, finally, that an effort was made 
by Gas Industrial de Monterrey to procure gas, for its purposes, 
within Mexico. 

This evidence, however, consists of the testimony of persons ad- 
mittedly unfamiliar at first hand with the prevailing conditions, 
and is of little probative value. In fact, the evidence shows that 
the Gas Industrial group caused a survey of this situation to be 
made by a geologist, but neither he nor any of the numerous reports 
of his survey was produced at the hearing. 

We recognize the possibility of the development in this environ- 
ment of other and larger gas producing fields and we believe that 
a more adequate showing should have been made by applicant of 
the possibility of obtaining supplies of natural gas within the Re- 
public of Mexico. 

The desirability of such showing is emphasized fin the protest of 
the Railroad Commission of Texas. In this connection, it is to be 
noted that enormous quantities of natural gas are being withdrawn 
from reserves in the southwestern part of the United States. In 
fact, during the recent past, this Commission has granted several 
certificates of convenience and necessity, authorizing the construc- 
tion or enlargement of interstate pipeline facilities for the purpose 
of transporting substantial quantities of natural gas from this area 
to meet’ present war and essential civilian requirements. In addi- 

* Among these are the following: In the Matter of Tennessee Gas and Transmission 
Company, docket No. G-230, 3 F. P. C. 574, 580; In the Matters of The Ohio Fuel Gas 
Company and Panhandle Eastern Pipe Line Company, docket Nos. G-408 and G—410, 3 
F. P. C. 301, 307, 46 P. U. R. (N.S.) 165; In the Matter of The East Ohio Gas Com- 
pany, docket No. G—458, supra, p. 15, 52 P. U. R. (N.S.) 91; In the Matters of 
Cities Service Transportation and Chemical Company and Cities Service Gas Company, 
docket Nos. G-488 and G-493, 3 F. P. C. 598, 607, 52 P. U. R. (N. S.) 243; and In 


the Matters of Panhandle Eastern Pipe Line Company, docket Nos. G-—452, G—543, and 
G—620, infra, p. 263, 59 P. U. R. (N.S.) 38. 
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tion, we now have pending before us five other applications of such 
character, each of which would involve withdrawal therefrom of 
considerable quantities of natural gas, if such applications were ap- 
proved.?' These applications are being carefully considered to de- 
termine whether the public convenience and necessity will be served 
by their approval. 

In the light of the evidence now before us, we find that the ex- 
portation here proposed will not be consistent with the public in- 
terest. Therefore, the application for authorization to export should 
not be granted. Accordingly, an appropriate order dismissing the 
application without prejudice will be entered. 


In view of the foregoing, we find no occasion to consider the ap- 
plication for a certificate under section 7(c) of the Act. 


Bast MANLY. 
Joun W. Scorrt. 
Netson Lee Situ. 


Draper, Commissioner, dissenting: 
? 9 


This proceeding involves an application filed pursuant to section 
3 of the Natural Gas Act, and as stated in the majority opinion, the 
principal problem posed involves an interpretation of section 3 of 
the Natural Gas Act, which reads as follows: 


Sec. 3. After six months from the date on which this act takes effect no 
person shall export any natural gas from the United States to a foreign 
country or import any natural gas from a foreign country without first hav- 
ing secured an order of the Commission authorizing it to do so. The Commis- 
sion shall issue such order upon application, unless, after opportunity for 
hearing, it finds that the proposed exportation or importation will not be con- 
sistent with the public interest. The Commission may by its order grant 
such application, in whole or in part, with such modification and upon such 
terms and conditions as the Commission may find necessary or appropriate, 
and may from time to time, after opportunity for hearing, and for good cause 
shown, make such supplemental order in the premises as it may find neces- 
sary or appropriate. (Italics supplied. ) 


The Federal Power Act preceded the passing of the Natural Gas 
Act and in many respects no doubt it was used as a model in draft- 
ing the Natural Gas Act. It is to be noted that the language used in 
section 203(a) of the Federal Power Act, specifying the criteria to 
be used by the Commission in passing on applications for the dis- 
posal, merger or consolidation of facilities, is nearly identical with 
the language specifying the criteria to be used by the Commission 


™In the Matter of Tennessee Gas and Transmission Company, docket No. G-621, infra, 
p. 293; In the Matter of United Gas Pipe Line Company, docket No. G-—622, infra, 
p. 307; In the Matter of Metropolitan Eastern Corporation, docket No. G-—625; 
In the Matters of American Light € Traction Company, docket Nos. G-—624 and 


G-631; and In the Matters of Panhandle Eastern Pipe Line Company, docket Nos. G- 
612 and G-619. 





REYNOSA PIPE LINE COMPANY 289 


in passing upon applications filed pursuant to section 3 of the Natu- 
ral Gas Act quoted above. Section 203(a) of the Federal Power 
Act reads in part as follows: 


After notice and opportunity for hearing, if the Commission finds that the 
proposed disposition, consolidation, acquisition, or control will be consistent 
with the public interest, it shall approve the same. (Italics supplied.) 


The interpretation and meaning of the above language of section 
203(a) was passed upon by the Ninth Circuit Court of Appeals in 
the case of Pacific Power & Light Company v. Federal Power Com- 
mission, 111 F. 2d 1014, where the court said: 


The phrase “consistent with the public interest” does not connote a public 
benefit to be derived or suggest the idea of a promotion of the public interest. 
The thought conveyed is merely one of compatibility. Congress resorted to this 
language rather than to the use of the stock term “public convenience or 
necessity” or to such phrases as “in furtherance of” or “will promote the public 
interest” used in its interstate commerce legislation (later considered) and the 
language employed ought to be construed to mean no more than it says. It 
is enough if applicants show that the proposed merger is compatible with the 
public interest. The Commission as a condition of its approval, may not im- 


pose a more burdensome requirement in the way of proof than that prescribed 
by law. 


Therefore, it would seem inescapable that the court’s interpretation 


of the phrase “consistent with the public interest” ,in section 203(a) 
of the Federal Power Act should be applied to the similar phrase as 
used in section 3 of the Natural Gas Act. 

I have reviewed the record adduced at the public hearing held 
pursuant to our order and fail to find evidence therein of such a 
character as to convince me that the proposed exportation of natural 
gas to Mexico will not be consistent with the public interest. How- 
ever, the record is replete with evidence which convinces me that the 
proposed exportation will be compatible with the public interest. 
Therefore, I cannot join in the finding of the majority which is 
necessary before the application can be dismissed. 

Further, the evidence also convinces me that the broad public in- 
terest will be best served by permitting the exportation of natural 
gas into our sister republic as urged by witnesses representing the 
Rail Transportation Division of the Office of Coordinator of Inter- 
American Affairs, and the International Economics and Statistics 
Unit of the Department of Commerce, under such terms and condi- 
tions as the Commission may find appropriate. 


Ops, Commissioner, dissenting : 


I cannot agree with the majority in this matter because the record 
does not sustain a finding that the proposed exportation of natural 
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gas to Mexico, for which a permit is sought, wjll be inconsistent with 
the public interest. 

It seems to me that the majority have failed to distinguish the 
issues before us in this case from those in numerous cases in which 
we have been called upon to grant certificates of necessity for new 
pipe-line capacity from the Southwestern reserves. Most of these 
cases have involved the transportation of large quantities of natu- 
ral gas 1000 to 1500 miles, from a region in which they constitute 
a primary energy resource*to a region richly endowed with coal. 

The present application calls for the transportation of gas about 
165 miles for consumption in what, but for the international boun- 
dary, would be a part of the region in which it comes from the well. 
I am sure it is not the intention of the majority to hold that we are 
never going to authorize new transportation of natural gas except 
to meet a war emergency. 

The record shows that no present or foreseeable future customers 
within the United States will be injured by the proposed deliveries 
to one of Mexico’s young industrial centers. It shows that the gas 
to be exported is not presently needed in the United States. It 
shows, in fact, that efforts to attract industry to the area have proved 
relatively unsuccessful. The proposed export is only for a period 
of ten years. The record shows clearly that the Mexican govern- 
ment is interested in the use of any reserves which may be discovered 
within its borders. In new pipe-line franchises it provides for the 
transportation of gas from such reserves. Its agency, Petroleos 
Mexicanos, believes there is a possibility of finding gas reserves. Buz 
the record seems to me clear that the Mexican reserves, referred 
to in the majority opinion, are not adequate to meet the need. 

I feel that cooperation between the neighbor nations is an impor- 
tant consideration. There is no question but that the industries in 
Monterrey, proposed to be served by the Reynosa project, are neces- 
sary to the present and future economic interest of Mexico. Among 
them is the only fully integrated steel plant in the Republic. 

The application before us is related to a general plan of coopera- 
tion, agreed upon by the Presidents of the two republics, under 
which Mexico plans to spend some $383,000,000 on industrial devel- 
opment during the next few years. To make the cooperation effec- 
tive, a Mexican-American Commission for Economic Cooperation 
was set up. In the language of one of the witnesses, a Mexican mem- 
ber of the Commission: 


Both Presidents agreed that it was urgent to facilitate the industrial develop- 
ment of Mexico because in that way the contribution of Mexico to the war 
effort could be increased, and also as a reciprocal treatment and compensation 
to Mexico because of the interest that Mexico was conducting in supplying all 
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the wealth of her soil and her mineral reserves to the materials required for 
the war effort. 


The Reynosa project, which we have before us, was approved and 
recommended by the Mexican-American Commission for Economic 
Cooperation. 

The record shows that as a part of this cooperation the Mexican 
steel company,® one of the participants in the cooperative pipe line 
company which would import Reynosa’ Pipe Line gas for the in- 
dustries of Monterrey, has been shipping annually 100,000 tons of 
their high grade iron ore to the Sheffield Steel Corporation plant 
at Houston, Texas, “so that it could be blended with lower grade 
Texas ores . . . and thereby increase the efficiency of their blast 
furnaces.” 

A representative of the Department of Commerce testified to an 
increase from 300,000,000 pounds in 1939 to 1,800,000,000 pounds in 
1944 in the exports of strategic metals from Mexico to the United 
States. These included copper, lead, zinc, mercury, antimony, 
tungsten and manganese. He also testified that the Under Secre- 
tary of Commerce, in the capacity of a member of the Mexican- 
American Commission, had recommended that the Reynosa applica- 
tion be approved. 

He testified’ as to the importance of commerce between the two 
nations extending into the peace, with the assertion that “good busi- 
ness in Mexico means a higher demand for products of the United 
States and good business in the United States means a higher de- 
mand for Mexican products.” 

A representative of the office of Coordinator of Inter-American 
Affairs testified as to the relationship of the project to the rehabilita- 
tion of the National Railways of Mexico in which both countries 
are cooperating. He said this undertaking originated as a war 
project, “as a means of obtaining from Mexico critical ores, miner- 
als, fibres and other products which we needed in 1944 and still 
need.” He stated, however, that “it would not necessarily cease 
with the end of the war.” “It is,” he said, “to the advantage of both 
nations in time of war or in time of peace, to have an efficient rail- 
way running through Mexico.” 

In the light of the evidence, briefly summarized above, I feel that 
the export permit, for which the Reynosa Pipe Line Company is ap- 
plying, involves issues far different from those involved where cor- 
porations propose to transport large quantities of gas to compete a 
thousand miles away with coal in the Appalachian region. 

And, while the provision of the Natural Gas Act controlling ex- 
ports requires us to grant such a permit unless we find the proposal 


’ Compania Fundadora de Fierro Y Cicero de Monterrey. 
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“will not be consistent with the public interest,” I believe that the 
record would sustain the more affirmative finding of convenience and 
necessity required by the section of the Act governing the issuance 
of certificates. 

Finally it should be noted that the United Gas Pipe Line Com- 
pany and its Mexican subsidiary, which today serve Monterrey 
with Texas gas under a prior permit, have recognized that the in- 
dustries located there would require additional gas, sufficient to 
warrant new capacity approximately equivalent to the capacity of 
the existing pipe line. They offered to provide the additional ca- 
pacity on condition that all large purchasers in Monterrey agreed 
to a 25 percent increase in rates. An executive of the Mexican sub- 
sidiary testified that the only reason he knew for the formation of 
the cooperative company, to import the additional gas from the 
Reynosa Pipe Line Company (applicant), was United’s insistence 
on this 25 percent increase. 

Under the Reynosa proposal, the Monterrey industries, which have 
joined to form the cooperative pipe line company, will secure their 
gas at the original price charged by United Gas and they will also 
share in any dividends in proportion to their contract purchases. 
But, as Virgil Garza, Jr., representing the cooperative Gas Indus- 
trial de Monterrey, testified: “I know that the main purpose of the 
Company is not the obtaining of dividends but, obtaining gas.” 


Order dismissing application 
Reynosa Pipe Line Company 
(G-595) 


After hearing and upon consideration of the entire record in this 
proceeding, the Commission, having this day adopted its opinion 
in this matter, which is hereby referred to and made a part thereof 
by reference; 

The Commission finds that : 

The exportation of natural gas from the United States to the 
Republic of Mexico proposed by the applicant Reynosa Pipe Line 
Company will not be consistent with the public interest, and that 
said application should be dismissed ; 

The Commission orders that: 

The application be and the same is hereby dismissed without 
prejudice. 


Commissioners Drarer and Oxps dissenting. 





In THE MATTER OF 
TENNESSEE GAS AND TRANSMISSION COMPANY 


Application for a Certificate of Public Convenience and 
Necessity under Section 7 of the Natural Gas Act 


G-621 
(Decided June 8, 1945) 
Syllabus 


1. Certificate of public convenience and necessity for certain additional 
facilities on existing pipeline system authorized on applicant’s show- 
ing War Production Board request that company install additional 
facilities for purpose of ameliorating shortage in Appalachian area 
and issuance of War Production Board high preference rating for re- 
quired materials and equipment; adequate provision for necessary 
financing of additions authorized; ability by proposed improvements 
to meet peak demands; and Commission finding that, during period 
of war emergency, proposed additions are required by public con- 
venience and necessity, authorization for construction and operation 
to be limited, however, to the duration of the war emergency period 
only and to sales and deliveries pursuant to War Production Board 
directives, the facilities authorized not to be abandoned, removed or 
disposed of without approval of the Commission. P. 294. 

2. Certificate of public convenience and necessity, limited to the period of 
the war emergency, conditioned so that the rate to be charged for 
additional deliveries of natural gas shall yield only a 644% return 
upon applicant’s investment in the proposed additions to existing 
compressor stations, plus depreciation and operating expenses, and 
submission of all sales contracts to the Commission for prior ap- 
proval. P. 301. 

3. Application for authorization to construct 95 miles of pipeline from San 
Salvador Field in Texas to connect with applicant’s present pipeline 
system, dismissed, without prejudice, since such project would not in- 
crease deliveries from applicant’s pipeline system, but represents 
rather a substitution of a portion of its present source of supply, its 
transportation costs would be excessive, and applicant has not secured 


necessary priorities for critical materials for construction of line. 
P. 301. 


Carl I, Wheat, Robert E. May, and Omar L. Crook for the Ten- 
nessee Gas and Transmission Company, applicant. 

Harry S. Littman, Assistant General Counsel, Charles FE. McGte, 
Stanley M. Morley, for the Federal Power Commission. 

Edgar A. Stansfield, Assistant General Counsel, for the Defense 
Plant Corporation. 


293 





294 FEDERAL POWER COMMISSION 


Gavin H. Cochran, for the Louisville Gas and Electric Company. 
Wilbur K. Miller, for the Kentucky Natural Gas Corporation. 
David Heath, for the Railroad Commission of Texas. 

James W. Haley and Tom J. McGrath, for the National Coal As- 
sociation. 

Welly K. Hopkins and Tom J. McGrath, for the United Mine 
Workers of America. 

Tom J. McGrath, for the Order of Railway Conductors, Brother- 
hood of Locomotive Engineers, Brotherhood of Locomotive Firemen 
and Enginemen, Switchmen’s Union of North America. 

R. Granville Curry, Fredrick M. Dolan, and Norman F. Patton, 
for the Anthracite Institute. 

Roy S. Kern and O. E. Schultz, for the Baltimore and Ohio Rail- 
road Company and other railroad interveners. 

Hamilton E. Little, for the Alabama-Tennessee Natural Gas Com- 
pany. 

Hamilton E. Little, for the Tennessee Natural Gas Lines, Inc. 

William E. Lamb, for the Metropolitan Eastern Corporation. 


By THE CoMMrIssIoN : 
OPINION 


The application in this proceeding! arose out of a request made 
by the War Production Board by letter of January 25, 1945, to Ten- 
nessee Gas and Transmission Company? that such company “give 
consideration to the feasibility of installing additional compressor 
stations, compressors, and auxiliary apparatus” on its natural-gas 
pipe line for the purpose of “ameliorating the shortage which other- 
wise will exist in the Appalachian area next winter.” Such appli- 
cation seeks a certificate of public convenience under section 7 of the 
Natural Gas Act, as amended, for authorization to : 


(1) Operate, under a lease agreement with Defense Plant Corporation, four 
additional compressor stations (Numbers 7, 9, 11 and 13) having a total of 
33,600 horsepower and to be located, respectively, in Washington County, 
Mississippi, Hardeman County, Tennessee, Robertson County, Tennessee, and 
Montgomery County, Kentucky, such stations to be constructed and owned by 
Defense Plant Corporation ; 

(2) Construct and operate additional cooling equipment and scrubbers in its 
existing compressor stations Nos. 6, 8, 10, 12 and 14, and one additional 1000 
horsepower engine compressor in station No. 8 and station No. 14; and 

(3) Construct and operate approximately 95 miles of 16-inch outside-diameter 
pipe line, extending from the San Salvador gas field in Hidalgo County, Texas, 
in a general northeasterly direction to a point of connection with applicant’s 


1The application was filed February 10, 1945, and amended February 16, and March 
27, 1945, respectively. 
* Hereinafter sometimes called “applicant.” 
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main transmission pipe line in Nueces County, Texas, and a dehydration plant 
to be operated in conjunction with such line. 


The installation of the proposed compressor facilities would in- 
crease the delivery capacity of applicant’s system by an additional 
60,000 M.c.f. per day.? During the war emergency, applicant con- 
templates the delivery and sale of such additional gas in the Appa- 
lachian area pursuant to directives of the War Production Board 
or at the direction of other governmental agencies having jurisdiction. 

After appropriate notice to interested persons, including the regu- 
latory commissions of the States wherein applicant’s facilities are 
located and its gas is ultimately consumed, public hearings were 
begun March 21, 1945, and concluded April 18, 1945. Following the 
conclusion of hearings in a related proceeding, Jn the Matter of the 
United Gas Pipe Line Company, docket No. G-622, infra, p. 307, 
the record of which has been incorporated by reference into this 
proceeding—oral argument was heard May 22, 1945, by the Com- 
mission sitting en banc, briefs having been waived. 


JURISDICTION 


Applicant owns and operates a natural-gas transmission pipe line 
extending from the Stratton-Agua Dulce gas field in Texas to Corn- 
well, West Virginia, through which gas originating in that field is 
transported into Kentucky and West Virginia where it is sold for 
resale for ultimate public consumption in the Appalachian region.‘ 
Since applicant is engaged in the transportation and sale of natural 
gas for resale in interstate commerce, it is a “natural-gas company” 
within the meaning of the Natural Gas Act. Applicant concedes 
that the proposed facilities.will likewise be used for such transporta- 
tion and sale of natural gas, and are, therefore, subject to the pro- 
visions of section 7 of the Act requiring a certificate of public con- 
venience and necessity. 


GAS SUPPLIES 


Applicant presently purchases its entire natural-gas supply from 
its parent company, The Chicago Corporation,® in the Stratton-Agua 
Dulce field jn Nueces County, Texas. Such requirements average 
approximately 218,000 M.c.f. per day. Applicant proposes to (1) 
reduce its purchases from that field to 140,000 M.c.f. per day, (2) 


* All volumes in this opinion are stated at a uniform pressure base of 15.025 pounds. 

*See Commission opinions In the Matter of Tennessee Gas and Transmission Com- 
pany, 3 F. P. C. 442, and 574, 50 P. U. R. (N.S.) 199, and accompanying order entered 
September 24, 1943, issuing a certificate of public convenience and necessity authoriz- 
ing the initial construction and operation of this line. Such line was placed in opera- 
tion October 31, 1944. 

*The Chicago Corporation owns 81% of applicant’s outstanding common stock and 
90% of its preferred stock. 
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purchase an average of 105,000 M.c.f. daily from The Chicago Cor- 
poration in the Carthage field in Panola County, Texas,® and (3) 
purchase an average of 27,400 M.c.f. per day from Gulf States Oil 
Company in the San Salvador field in Hidalgo County, Texas. 

In order to get the gas from the Carthage field into its main 
transmission line at a point near Monroe, Louisiana, a distance of 
some 135 miles, applicant has entered into a contract with United 
Gas Pipe Line Company under which United has agreed to trans- 
port such gas for a 25-year period at a charge of $52,000 per month, 
or $624,000 per year.7 United proposes to construct a 24-inch line 
from the Carthage field to Monroe for such purpose, among others, 
and has applied to this Commission for a certificate of public con- 
venience and necessity therefor in another proceeding, docket No. 
G-622. 

It clearly appears from the evidence that the gas reserves con- 
trolled by The Chicago Corporation in the Carthage field, estimated 
by applicant’s witnesses at about one trillion cubic feet, are adequate 
to meet the requirements of the proposed service. 


PRIORITIES FOR MATERIALS 





The War Production Board has issued a preference rating on a 
par with military construction for the critical materials and equip- 
ment required for the construction of the four new compressor sta- 
tions. The additions to existing stations have also been assigned a 
high preference rating. However, that Board has not issued the 
necessary priorities for the materials required for the construction of 
the San Salvador line. Indeed, the evidence indicates that no such 
priorities will be forthcoming this year. 


FINANCING 





Applicant proposes to finance the cost of the additions to its ex- 


isting compressor stations, estimated at $268,145, out of its own cash 
funds. 


Applicant represents that it is now unable to finance the construc- 
tion of the proposed San Salvador line, estimated to cost $2,554,513, 


®*Such gas is to be purchased pursuant to an amendment to the existing contract 
under which applicant now purchases gas from The Chicago Corporation in the Agua 
Dulce field, and at the same price. 

7In its original application, applicant requested authorization to construct a 20-inch 
line from the Carthage field to Monroe. Such portion of its application was withdrawn, 
without prejudice, by amendment filed February 16, 1945. The evidence discloses that 
a 16-inch line would have sufficient capacity to carry the 105,000 M.c.f. proposed 
to be transported from Carthage to Monroe. Applicant’s engineer testified that the 
total cost of service, including a 6%% return on the original cost of such line ($3,560,- 
000) and all operating expenses and depreciation, would be $599,200 for the first year 


of operation; and the average annual cost of service over the life of such line would 
be $437,342. 
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but hopes to be in a position to finance such line by the fourth quar- 
ter of 1945. However, no definite plan or firm commitment for such 
financing has been submitted. 

Applicant also represents that it is presently unable to finance 
the cost of constructing the four new compressor stations. Upon 
advice of the War Production Board that such new stations are 
necessary in the interest of national defense, and at that Board’s 
recommendation and request, Defense Plant Corporation entered 
into an agreement with applicant to construct them at an expendi- 
ture not to exceed $6,179,967,8 and to lease the same to applicant for 
a term to extend not beyond November 1, 1952, and at an estimated 
rental of $1,290,000 per year, or about 22% of the cost of construc- 
tion.® Such lease is terminable upon written notice of either party 
“at any time when substantial use by Lessee of the sites, buildings, 
and machinery shall be no longer required to enable Lessee to furnish 
natural gas for ultimate consumption by suppliers of the Govern- 
ment in order to enable such suppliers to perform contracts with 
the Government.” Applicant’s president testified that if it owned 
these facilities the annual fixed charges would be about $500,000 
less than the annual rental under the lease. However, applicant has 
indicated that it does not now propose to negotiate the purchase of 
the facilities from Defense Plant Corporation and cannot undertake 
to do.so until the construction costs of its main line are audited. 


POSITION OF INTERVENERS 


Interveners, the National Coal Association, the Anthracite In- 
stitute, the United Mine Workers of America, and certain railroads 
and railroad unions stated at the outset of the hearing that they were 
not opposed to the application if the additional quantities of natural 
gas are necessary to maintain efficient war production and essential 
domestic and commercial service during the war emergency period. 
At the oral argument, such interveners contended that no showing 
of wartime necessity had been made at the hearing and that, there- 
fore, the application should be denied. They contended in the al- 
ternative, however, that if any certificate is to be issued, the same 
should be limited to the period of the war emergency. 

Louisville Gas and Electric Company and Kentucky Natural Gas 
Corporation, which now obtain gas from applicant, intervened in 
support of the application. Tennessee Natural Gas Lines, Inc., and 


’ Orders for the machinery and equipment to be installed in the four new compressor 
stations were placed with manufacturers in the name of Defense Plant Corporation, and 
we understand that a substantial portion of such machinery and equipment has been 
already received by applicant. 

*Such stipulated rental is, for each quarter year, 44% on sites and buildings, 64% 
on portable tools and automotive equipment, and 544% on all other amounts expended 
by Defense Plant Corporation, including sums expended for machinery. 
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Alabama-Tennessee Natural Gas Company also intervened in sup- 
port of the application. 

Interveners, the Railroad Commission of Texas and Metropolitan 
Eastern Corporation, took no position for or against the application. 


PUBLIC CONVENIENCE AND NECESSITY 


There is no doubt from the evidence before us that during the past 
winter a severe shortage of natural gas was experienced in the Ap- 
palachian region, necessitating frequent curtailments and interrup- 
tions in service to industries engaged in vital war production and 
threatening service to domestic and commercial consumers. We have 
had occasion to comment more fully upon that subject in our recent 
decision in docket No. G-620, Jn the Matter of Panhandle Eastern 
Pipe Line Company, entered March 31, 1945, supra, p. 263, 59 P. U. R. 
(N.S.) 38.1° In that proceeding, we authorized Panhandle Eastern 
to install and operate facilities which will enable it to increase firm 
deliveries of gas into the affected area by 50,000 M.c.f. per day, but 
imposed certain restrictions applicable to the post-war period. 

The basic issue before us is whether the present or future public 
convenience and necessity require that applicant should be authorized 
to deliver an additional 60,000 M.c.f. per day into the Appalachian 
area. Careful consideration of the entire record leads us to conclude 
that the public convenience and necessity has been shown for the 
duration of the war emergency period only. 

In support of its contentions respecting the need for the proposed 
project, applicant presented testimony concerning the natural gas 
supplies and requirements of its two principal customers in the 
Appalachian area, the Columbia Gas & Electric system and the Con- 
solidated Natural Gas system. We shall briefly review this evidence. 

Starting with an estimated peak-day demand for next winter of 
1,030,000 M.c.f. for the Columbia system, the representative of that 
system testified that the available supplies would fall short of meet- 
ing such demand by 169,000 M.c.f. if the peak day occurred in March, 
1946.11 We believe such estimated deficiency is greater than the 
facts warrant. The witness, by assuming that the German phase of 
the war would continue throughout 1945, by underestimating the 
annual volumes of gas available from the Panhandle Eastern system 
during 1945, and by failing to give effect to curtailments actually 
made on the Columbia system to date, underestimated the quantities 


1% A substantial portion of the evidence concerning the demands and requirements of 
the Appalachian area in the Panhandle case has been incorporated by reference into 
the record in the instant proceeding. 

4% Such deficiency of 169,000 M.c.f. gives effect to the receipt of 50,000 M.c.f. by the 


Ohio Fuel Gas Company on the peak day from Panhandle Eastern, authorized in dock- 
et No. G-620. 
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of gas which will be in its storage pools at the end of this year. This 
had the effect of understating the deliverability from storage on 
peak days.!2 The witness for the Columbia system, in our opinion, 
also underestimated the volumes of manufactured gas which will be 
available next winter.'? Moreover, the evidence shows that the rated 
capacity of standby-fuel equipment on the premises of Columbia’s 
industrial consumers is 63,000 M.c.f. of which 50,000 M.c.f. is avail- 
able on peak days. However, even after giving effect to these con- 
siderations, it appears that industrial consumers of the Columbia 
system having no fuel standby will be curtailed to the extent of some 
30,000 M.c.f. to 45,000 M.c.f. on peak days late next winter unless 
the natural gas supplies in the Appalachian area are further aug- 
mented. 

The estimated peak-day requirements of the Consolidated system 
were placed by its representative at 651,000 M.c.f.1* According to his 
testimony, there would be no deficiency in supplies to meet such 
demand if the peak day occurred in December or January of next 
winter. However, if such peak occurred in February, it was estimated 
by him that there would be a deficiency of some 30,000 M.c.f., by 
which amount industries having no standby fuel equipment would 
have to be curtailed, unless additional gas supplies are brought into 
the Appalachian area. ; 

Additionally, it is noted that the War Production Board, on Janu- 
ary 25, 1945, notified applicant that “After the most careful study 
of future requirements and supplies” it has reached the conclusion 
that “it is absolutely essential to increase the capacity of pipe lines 
into the Appalachian area-before the beginning of the winter of 
1945-1946, in order to prevent a much more serious and prolonged 
interruption of war production at that time.” And, by letter dated 
May’ 14, 1945, we were advised by the Chairman of that Board, with 
respect to this application, that: 


With the advent of VE-Day and the unconditional surrender of Germany I 
take occasion to restate to the Federal Power Commission that the outlined 
construction to increase the supplies of gas in the Appalachian Area remains 
an urgent requirement for the prosecution of the war against Japan. The 
War Production Board has reexamined essential demands for natural gas 
within the Appalachian Area, having in view the effect of cutbacks in military 
orders and the supply situation of alternative fuels, and has concluded that it 


2 It would appear reasonable to conclude from the evidence that the additional daily 
deliverability from storage, above that estimated by the witness, will range from ap- 
proximately 68,000 Mc.f. on December 31, 1945, to about 40,000 M.c.f. in late March, 
1946. 

% He assumed that no gas would be manufactured by Washington Gas Light Company 
and Rockland Light & Power Company, although such companies manufactured 19,100 
M.c.f. on last winter’s peak day. 


“This estimate reflects a 60,000 M.c.f. estimated increase in domestic and commer- 
cial demand over last winter. 
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is essential that the additional gas supplies which have been planned for the 
Appalachian Area be realized. 


CONCLUSION 


The compressor stations—Upon the entire record, we conclude 
that during the period of the war emergency the public convenience 
and necessity require the proposed installation and operation of the 
four new compressor stations and the additions to existing stations 
Nos. 6, 8, 10, 12 and 14, authorization for the operation of such 
facilities to be limited, however, to the duration of the war emer- 
gency period only, and to sales and deliveries pursuant to directives 
of the War Production Board and authorization of this Commission, 
as hereinafter conditioned. 

There is no warrant in the record before us for extending such 
authorization beyond the war period. Applicant’s witnesses sub- 
mitted no estimates of post-war requirements in the Appalachian 
area. It has no firm commitments for the sale of the additional 60,000 
M.c.f. of gas. The agreement under which The Chicago Corporation 
is to supply the additional quantity of gas is limited by its terms 
to the life of the Defense Plant Corporation lease, which is termi- 
nable at the conclusion of the war emergency. Moreover, we cannot 
approve on any permanent basis the proposed operation under a 
lease involving the payment by applicant of lease rentals which 
amount to some $500,000 per annum in excess of proper depreciation 
and a 614% rate of return upon the cost of such facilities. 

Counsel for the Commission contend that we should impose as a 
condition to the issuance of the certificate a ceiling upon the rates 
to be charged by applicant for the additional volumes of gas to be 
made available by the proposed facilities. It is urged that the rate 
of 21.75 cents proposed to be charged by applicant for such gas is 
excessive and unreasonable. In addition to other questionable mat- 
ters, such rate reflects a return upon a proposed $2,554,513 invest- 
ment by applicant in the San Salvador facilities, which are not 
herein authorized. Applicant’s present rates range from 21.75 cents 
to 12 cents per M.c.f. depending upon the terms and conditions of 
the sales and deliveries, and average 19.68 cents per M.c.f.15 The 
evidence shows that the cost of service for the additional 60,000 
M.c.f. on the basis of a 614% return upon applicant’s investment in 
the proposed additions to existing compressor stations, plus depre- 
ciation and all operating expenses, including the rental under the 
Defense Plant lease, amounts to 18.23 cents per M.c.f. If such rate 
of return and depreciation on the four new compressor stations were 
substituted for the lease rentals the cost of service for the additional 


145 Applicant’s present rates are under investigation by this Commission in docket No. 
G-606. 
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gas would be 16.3 cents per M.c.f. It appears, therefore, that the pro- 
posed rate of 21.75 cents per M.c.f. fof all such additional gas would 
be excessive. 

In the light of the foregoing circumstances, we conclude that the 
public interest requires that the issuance of the certificate to appli- 
cant be conditioned so that the rate to be charged for the additional 
gas proposed to be delivered shall not exceed 18.25 cents per: M.c.f., 
and that applicant shall be required to submit all proposed contracts 
or arrangements for the sale of such gas to the Commission for 
prior approval. 

We also find it necessary in the public interest to prescribe a con- 
dition that the proposed facilities shall not be abandoned, removed 
or disposed of without the approval of the Commission, notwith- 
standing any provisions contained in the lease agreement related to 
such facilities. 

The San Salvador project.—We cannot find from the record be- 
fore us that the public convenience and necessity require the instal- 
lation of the proposed San Salvador line and dehydration plant. 
Such project would not increase the deliveries from applicant’s pipe- 
line system, but represents rather a substitution of a portion of the 
present source of supply. While such line would have an initial 
capacity of some 94,000 M.c.f. per day, it is proposed to be operated 
at only about 29% of such capacity, which would result in excessive 
costs of transportation. Moreover, as hereinbefore pointed out, ap- 
plicant has not secured necessary priorities for critical materials for 
the construction of the line; nor has applicant presented any plan 
or firm commitment for the financing thereof. Accordingly, we shall 
dismiss this part of the application, without prejudice. 

An appropriate order will be adopted in accordance with this 
opinion. 

Bastz Man ty. 
Criaupe L. Draper. 
Joun W. Scort. 
Netson Lee Smitu. 


Oxps, Commissioner, dissenting: 


I cannot concur in granting at this time the application of Tennes- 
see Gas & Transmission Company for authority to operate addi- 
tional facilities to increase by 60,000 M.c.f. its daily capacity to de- 
liver gas to the Appalachian area. 

Approximately four weeks of hearings developed that witnesses for 
the applicant had greatly overstated the estimated requirements 
of the coming winter season and had similarly understated available 
supplies. The corrected figures show no urgency requiring action be- 
fore the full implications of such action are before us. 
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Cross examination of company witnesses also developed that the 
Commission was being asked to give its assent to what was in fact 
only a limited segment of a broader plan for post-war deliveries of 
Texas gas to northeastern markets in much larger quantities. This 
brings into focus the fact that, as the requirements of the war produc- 
tion program begin to taper off, the Commission is being crowded 
with applications for facilities which, taken singly, do not appear 
too significant but cumulatively miglit seriously dislocate the bal- 
anced utilization of the country’s energy resources. 

A number of these applications appear to be part of an interrelated 
plan. If we include the serious discussion of conversion of the Big 
and Little Inch oil lines to natural gas, they would involve an ulti- 
mate increase of more than 1,000,000 M.c.f. a day in the capacity to 
deliver Southwest gas to the Great Lakes and Appalachian areas. 
Under pressure of threatened war shortages the Commission has 
already authorized an addition of more than 300,000 M.c.f. to the 
daily capacity for such deliveries. Subsequent to the hearings in 
this case the War Production Board removed practically all restric- 
tions on the use of materials and equipment for natural gas pipeline 
construction. 

The majority have decided to limit the present authorization to 
the period of the war emergency. But the very use of that privilege 
will enable the several interests involved to create circumstances 
which will appear to justify its continuance into the post-war era. 
That they have this in mind may be pieced together from their own 
statements in the record. 

Thus Tennessee Gas & Transmission Company reiterates its in- 
tention to purchase the four new compressor stations for which De- 
fense Plant Corporation is temporarily providing the money. It 
states it will sell the gas during the war emergency only under WPB 
directives and that after the emergency it intends to meet its obli- 
gation to Tennessee Natural Gas Lines, Inc. and Alabama-Tennes- 
see Natural Gas Company. Yet two of the new compressor stations, 
as well as the new equipment which it will install in stations Nos. 
12 and 14 with its own money, will be useless unless the additional 
60,000 M.c.f. per day continues to flow to the Appalachian area. 

Furthermore the Tennessee Company has plans, which it hopes 
to get started on before the end of the year, for construction of a 
96,000 M.c.f. capacity line from the southern end of its existing line 
to the San Salvador field. There it has contracts with Gulf States 
_ Oil Company for up to 40,000 M.c.f. per day. This looks like an un- 

economical proposition because it apparently leaves over 50,000 M.c.f. 
daily capacity of the line unused. Similarly the Tennessee Company’s 
contract with United Gas Pipe Line Company, to deliver 100,000 
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M.c.f. per day from the Carthage field to a connection with its line 
in the Monroe field appears to leave, about 50,000 M.c.f. per day 
capacity of the present line, from the Agua Dulce field as far as 
Monroe field, unused. Yet the company has no intention of remov- 
ing the resulting idle compressor capacity in that portion of the line. 

Cross examination of the President of the Tennessee Company 
developed the answer. For it revealed that the Chicago Corporation, 
parent of Tennessee, also has a contract with Gulf States Oil Com- 
pany to purchase 50,000 M.c.f. of gas a day in the San Salvador 
field, under which such gas may be delivered to Chicago Corpora- 
tion in the Agua Dulce field. Furthermore, Chicago Corporation 
is under contract to deliver 50,000 to 100,000 M.c.f. to Manufacturers 
Light & Heat Company in the Agua Dulce field. 

Thus, with Chicago Corporation deliveries to Manufacturers 
utilizing the excess capacity of the Tennessee Company’s lines all 
the way from San Salvador field via Agua Dulce to the Monroe 
field, and with United Gas Pipe Line delivering 100,000 M.c.f. daily 
to the Tennessee line at the Monroe field, somewhat over 300,000 
M.c.f. of daily capacity will be available in the Tennessee Company’s 
line at that point for movement toward the Appalachian area. Only 
a looping of the Tennessee line, from the Monroe field to the points 
of junction with the proposed lines of the Tennessee Natural Gas 
Lines, Inc. and the Alabama-Tennessee Natural Gas Company, will 
be necessary to provide for the requirements of those lines and for 
continued delivery of at least 260,000 M.c.f. daily to the Columbia 
and Hope systems in the Appalachian area. 

The president of Tennessee Gas & Transmission Company, under 
cross examination, expressed the view that it would be a very pru- 
dent piece of management to be in a position in the post-war period 
to come to the Commission and say they had the facilities to haul 
this gas as far as the Monroe field. 

This merely suggests the possible ramifications of the Commission’s 
present action involving the Tennessee Gas & Transmission Com- 
pany application. And this application is just one among many 
applications which, taken together, represent the possibility of very 
greatly enlarging deliveries of Texas gas to the coal producing Ap- 
palachian area and the industrial Northeast. 

I am convinced that the Commission should not be pressed into 
dealing with this unfolding program piecemeal, but instead should 
be allowed to view the situation as a whole in the light of sufficient 
investigation to determine its impact on all aspects of the public 
interest. 

A strong showing of war need alone could warrant acting other- 
wise. But the record does not contain such a showing. For critical 
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examination of the data, originally advanced to show war need, 
reduced the estimated deficiency of the Columbia system on a Feb- 
ruary peak day from 162,000 to only 30,000 M.c.f. and the corre- 
sponding deficiency of the Consolidated system from 49,000 M.c.f. 
to 30,000 M.c.f. 

The combined peak day deficiencies of 60,000 M.c.f. when com- 
pared with combined peak day requirements of 1,680,000 M.c.f. in- 
cluding something over 400,000 M.c.f. representing estimated indus- 
trial requirements, cannot be considered as serious.. Furthermore, 
the estimates assume an increase of about 60,000 M.c.f. in the peak 
day requirements of domestic and commercial customers served by 
the Consolidated system. And the record contains conflicting esti- 
mates, for which the Columbia system representative had. previously 
assumed responsibility, which would still further reduce the indicated 
deficiency. 

Thus I do not find in the record any sufficient evidence of war 
need to warrant action on the present application without full in- 
vestigation of the impact of all plans for sale of southwestern gas 
in the Northeast. We cannot deal with the situation piecemeal and 
at the same time conserve the public interest for which the Congress 
made us responsible in 1942 when it amended section 7 of the Natural 


Gas Act. 


Order issuing limited certificate of public 
convenience and necessity 


Tennessee Gas and Transmission Company 


(G-621) 


Upon consideration of the entire record herein, the Commission 
having this day adopted its opinion in this matter, which is hereby 
referred to and made a part hereof by reference; 

It appearing to the Commission that applicant proposes to: 

(a) Operate, under a lease agreement with Defense Plant Cor- 
poration, four additional compressor stations (Numbers 7, 9, 11 and 
13) having a total of 33,600 horsepower and to be located, respec- 
tively, in Washington County, Mississippi, Hardeman County, Ten- 
nessee, Robertson County, Tennessee and Montgomery County, Ken- 
tucky, such stations to be constructed and owned by Defense Plant 
Corporation ; 

(6) Construct and operate additional cooling equipment and 
scrubbers in its existing compressor stations Nos. 6, 8, 10, 12 and 14, 
and one additional 1000 horsepower engine compressor in station 
No. 8 and station No. 14; and 

(c) Construct and operate approximately 95 miles of 16-inch 
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outside-diameter pipe line, extending from the San Salvador gas 
field in Hidalgo County, Texas, in a general northeasterly direction 
to a point of connection with applicant’s main transmission pipe line 
in Nueces County, Texas, and a dehydration plant to be operated in 
conjunction with such line; 

The Commission finds that : 

(1) Tennessee Gas and Transmission Company (applicant) is en- 
gaged in the transportation and sale for resale of natural gas in 
interstate commerce for ultimate public consumption, and is, there- 
for, a “natural-gas company” within the meaning of the Natural 
Gas Act; 

(2) The facilities referred to above are proposed to be used in the 
transportation and sale of natural gas, subject to the jurisdiction of 
the Commission, and the proposed construction and operation by 
applicant are subject to the requirements of subsections (c) and (e) 
of section 7 of the Natural Gas Act, as amended ; 

(3) With respect to the proposed construction and operation by 
applicant referred to in paragraphs (a) and (6), above, applicant 
is able and willing properly to do the acts and perform the seryice 
proposed and to conform to the provisions of the Natural Gas Act, as 
amended, and the requirements, rules and regulations of the Com- 
mission thereunder ; 

(4) The public convenience and necessity require the proposed 
construction and operation by applicant referred to in paragraphs 
(a) and (0), above, and a limited certificate therefor should be 
issued to applicant, as hereinafter ordered and conditioned; 

(5) The record does not contain a sufficient showing that appli- 
cant’s proposed construction and operation referred to in paragraph 
(c), above, are or will be required by the present or future public 
convenience and necessity. It is appropriate in the public interest 
that the application in so far as it requests a certificate to authorize 
such construction and operation be dismissed without prejudice, as 
hereinafter ordered ; 

The Commission orders that : 

(A) A certificate of public convenience and necessity be and it 
is hereby issued to applicant authorizing the proposed construction 
and operation referred to in paragraphs (a) and (6), above, for the 
transportation and sale of natural gas for the period of the war 
emergency only, pursuant to directives of the War Production 
Board and authorization of this Commission, upon the terms and 
conditions of this order ; 

(B) This certificate is granted upon the express conditions that: 
(1) The proposed facilities referred to in paragraphs (a) and (0), 
above, shall not be abandoned, removed or disposed of without the 
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approval of the Commission, notwithstanding any provisions con- 
tained in the lease agreement related to such facilities; and (2) the 
rate to be charged for the additional gas proposed to be delivered 
by means of the installation of the proposed facilities shall not ex- 
ceed 18.25 cents per M.c.f. and applicant shall submit all proposed 
contracts or arrangements for the sale of such gas to the Commission 
for prior approval ; 

(C) Applicant shall promptly report to the Commission in writ- 
ing, under oath, the dates of completion and commencement of op- 
eration of such facilities ; 

(D) This certificate shall not be transferable and is without prej- 
udice to the authority of this Commission or any other regulatory 
body with respect to rates, contracts, service, accounts, valuation, 
estimate or determination of cost, or any other matters whatsoever 
now pending or which may come before this Commission or other 
regulatory body, and nothing herein shall be construed as an acqui- 
escence by this Commission in any estimate or determination of cost 
or any valuation of property claimed or asserted ; 

(E) Nothing herein is to be construed as affecting in any manner 
the determination of the service area of applicant under section 7 
(f£) of the Natural Gas Act, as amended ; 

(F) Nothing contained in this order shall be construed as in any 
manner changing or affecting the Commission’s order instituting 
investigation, entered December 15, 1944, Jn the Matter of Tennessee 
Gas and Transmission Company and The Chicago Corporation, 
docket No. G-606; 

(G) This certificate shall be effective as long as applicant con- 
tinues the operations hereby authorized in accordance with the pro- 
visions of the Natural Gas Act, as amended, and any pertinent rules, 
regulations, or orders heretofore or hereafter issued by the Commis- 
sion ; 

(H) Nothing contained herein shall be construed as relieving 
applicant from the necessity of complying with any order, rule, regu- 
lation, or other requirement of the War Production Board; 

(1) Appropriate evidence of the issuance of this certificate shall 
be furnished to applicant ; 

(J) The application for a certificate of public convenience and 
necessity, in so far as it requests authorization to construct and 
operate the facilities referred to in paragraph (c), above, be and it 
is hereby dismissed, without prejudice. 


Commissioner Oxps dissenting. 





In THE MATTER OF 
UNITED GAS PIPE LINE COMPANY 


Application for a Certificate of Public Convenience and 
Necessity Under Section 7 of the Natural Gas Act 


G-622 
(Decided July 5, 1945) 


Syllabus 


1. Certificate of public convenience and necessity for construction and 
operation of pipeline and appurtenant facilities from the Carthage 
Field in Texas to the Monroe Field in Louisiana authorized on appli- 
ecant’s showing adequate available gas reserves, ability to finance en- 
tire cost of project from cash on hand or other current corporate 
funds, issuance by War Production Board of preference rating cer- 
tificate, and on Commission finding that proposed delivery of in- 
creased supply of natural gas to Tennessee Gas and Transmission 
Company in Appalachian area will relieve existing shortage there and 
make possible maintenance of existing service to applicant’s custo- 
mers served from the rapidly declining reserves in the Monroe Field 
in Louisiana and that public convenience and necessity require con- 
struction of proposed facilities. Since certificate to be issued will 
contain specific limitations upon volumes of gas to be transported, 
there can be no basis for complaint by interveners with respect to 
capacity installed in advance of need therefor. P. 309. 

2. Validity of proposed increase in rates to applicant’s existing customers 
for gas supplied by means of proposed facilities, cannot be considered 
until specific rate schedules therefor are filed. P. 318. 

3. Issuance of certificate conditioned upon applicant’s not transporting 
more than 114,000 M.c.f. per day from Carthage to Tennessee’s 
Monroe compressor station or more than 65,000 M.c.f. per day for 
service to its own existing customers in the Monroe area for the 


duration of the war emergency period (subject to further order of 
the Commission). P. 318. 


C. Huffman Lewis and George T. Naff for the United Gas Pipe 
Line Company, applicant. 


Harry S. Littman and Charles E. McGee for the Federal Power 
Commission. 


James W. Haley and Tom J. McGrath for the National Coal As- 
sociation. 

Welly K. Hopkins and Tom J. McGrath for the United Mine 
Workers of America. 


Tom J. McGrath for the Order of Railway Conductors, Brother- 
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hood of Locomotive Engineers, Brotherhood of Locomotive Firemen 
and Enginemen, and Switchmen’s Union of North America. 


Roy S. Kern for the Baltimore and Ohio Railroad Company and 
other interveners. 


David Heath for the Railroad Commission of Texas. 
William E. Lamb for the Metropolitan Eastern Corporation. 


By THE CoMMISSION : 


OPINION 


This proceeding involves an application of United Gas Pipe Line 
Company,' for a certificate of public convenience and necessity under 


» 


section 7 of the Natural Gas Act, to authorize the construction and 
operation of: 


(1) Approximately 148 miles of 24-inch outside diameter natural-gas trans- 
mission pipeline beginning at a gasoline plant to be constructed by applicant in 
the Carthage gas field near Carthage, Panola County, Texas, and extending 
in an easterly direction to a point of connection with Tennessee Gas and 
Transmission Company’s existing main 26-inch natural-gas transmission line 
at the latter’s Monroe, Louisiana, compressor station, thence in a northeasterly 
direction to a point of connection with applicant’s existing pipeline facilities 
in the Monroe gas field at applicant’s Sterlington compressor station, to- 
gether with appurtenant facilities, including three measuring stations and a 
parallel telephone line. 

(2) Approximately 41%4 miles of 18-inch outside diameter natural-gas trans- 
mission pipeline beginning at the gasoline plant of The Chicago Corporation 
in the Carthage gas field and extending to a point of connection with the 
above-described 24-inch pipeline at the discharge side of applicant’s proposed 
gasoline plant in the Carthage field, together with appurtenant facilities, in- 
cluding a gas measuring station and a parallel telephone line. 


By means of such facilities, applicant proposes to transport for 
Tennessee Gas and Transmission Company? a maximum of approxi- 
mately 114,000* M.c.f. of natural gas per day from the Carthage gas 
field in Texas to Tennessee’s Monroe, Louisiana, compressor station. 
Applicant also proposes to transport additional quantities of gas 
into the Monroe field area for sale and delivery to customers served 
from that area. 

After appropriate notice to interested persons, including notice to 
the regulatory commissions of the states in which applicant operates, 
evidence was taken at public hearings beginning April 23, 1945, and 
concluding May 16, 1945. The matter was submitted after oral ar- 
gument made before the Commission sitting en bane on May 23, 
1945, all counsel having waived briefs. 


1 Hereinafter referred to as “applicant.” 
? Hereinafter referred to as “Tennessee.” 


* All volumes in this opinion are stated at a uniform pressure base of 15.2 pounds 
per square inch absolute. 
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JURISDICTION 


Applicant owns and operates an integrated natural-gas pipeline 
system located in the States of Texas, Louisiana, Mississippi, Ala- 
bama, and Florida, and transports and sells natural gas in interstate 
commerce for resale for ultimate public consumption. Applicant con- 
cedes, and the record shows, that it is a “natural-gas company” with- 
in the meaning of the Natural Gas Act, and’ that the proposed 


facilities are subject to the requirements of section 7 (c) of the Act, 
as amended. 


GAS SUPPLIES 


The gas to be transported by applicant through the proposed fa- 
cilities for Tennessee, is to be purchased by Tennessee in the Car- 
thage field from its parent, The Chicago Corporation. In our opinion 
in the Tennessee Gas and Transmission Company case, docket No. 
G-621, supra, p. 293, we stated that the gas reserves controlled by 
The Chicago Corporation and available to Tennessee in the Carthage 
field were estimated to be approximately one trillion cubic feet. On 
the basis of the annual withdrawals from the field contemplated by 
Tennessee? the life of such reserves will be in excess of the 25 years. 

The gas to be transported by applicant to the Monroe field area 
for service to its customers in that area is to be purchased by appli- 
cant from various producers in the Carthage field, including its own 
affiliate, the Union Producing Company. The gas reserves now under 
firm contract to applicant in the Carthage field are estimated by 
applicant’s witnesses to be approximately one billion M.c.f. On the 
basis of applicant’s contemplated total annual withdrawals of some 
76 million M.c.f. from the field (including 21 million M.c.f. annually 
for delivery into applicant’s Waskom-Goodrich pipeline) the life of 
such reserves is estimated at approximately 13 years. Applicant has 
also entered into an agreement with the Skelly Oil Company, dedi- 
cating to applicant an additional 450 million M.c.f. of gas reserves 
in the field in the event the application herein is granted. It is esti- 
mated that, upon acquisition of these reserves from Skelly, the life 
of applicant’s reverses in the Carthage field will be increased to 
approximately 19 years. The record also shows that applicant is 
negotiating contracts with the Southern Natural Gas Company and 
Arkansas-Louisiana Gas Company for the purchase of additional 
volumes of gas in the Carthage field. To the extent of such addi- 
tional purchases, the life of applicant’s reserves in that field will 
be further prolonged. 


It therefore clearly appears from the evidence that the gas re- 


*The evidence in docket No. G-621 was that Tennessee proposes to take an average 
of 105,000 M.c.f. daily (38,500,000 M.c.f. annually) from the Carthage field. 
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serves available to applicant and Tennessee from the Carthage field 
will be adequate to meet the requirements of the proposed service. 


FINANCING 


The estimated cost of constructing the proposed transmission pipe- 
line facilities is $7,261,221. Applicant also proposes to construct a 
field gathering system and a gasoline and dehydration plant in the 
Carthage field at an estimated initial cost of $3,704,366. Additional 
field gathering facilities are to be constructed during the second 
year of operation of the project at an estimated cost of $926,442. 
Applicant proposes to finance the entire cost of such construction, 
$11,892,029, from cash on hand and other current corporate funds. 
We find from the evidence that applicant is financially able to con- 
struct and operate the proposed project. 


PRIORITIES FOR MATERIALS 


The War Production Board has issued a preference rating for the 
materials required to construct the proposed transmission pipeline 
facilities on a par with that assigned to military construction. 

The Petroleum Administration for War has approved the pro- 


posed construction of the related field gathering system and gasoline 
and dehydration plant in the Carthage field, and has assigned a 
high preference rating for the materials required for such construc- 
tion. 


POSITION OF INTERVENERS 


Interveners, National Coal Association, United Mine Workers of 
America, and certain railroads and railroad unions, viewing the pro- 
posed project as a serious threat to their interests, particularly in 
the post-war era, oppose the granting of the application. Such in- 
terveners state that, while it is mot their purpose to oppose the in- 
stallation of facilities “to augment the diminishing supplies in Mon- 
roe, insofar as such a line may be necessary to take care of the es- 
sential civilian needs of the country and such remaining war needs 
as may be shown to exist,” they deny that this is such a project, con- 
tending that there will be no shortage of gas in the Monroe area 
during the coming winter season and probably not for the winter 
season of 1946-1947; that in the interest of conservation of natural 
gas, industrial consumers now served with gas from the Monroe 
area for so-called “inferior” purposes, such as fuel for boilers, should 
be required to use the more abundant coal resources; and that, since 
the recession in business after the war will probably lessen the de- 
mands for natural gas in the Monroe area, it would be advisable for 
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the Commission not to pass upon the normal post-war needs until 
after the war emergency period. 

Interveners, Railroad Commission’ of Texas and Metropolitan 
Eastern Corporation, took no position either for or against the ap- 
plication. 

The Alabama-Tennessee Natural Gas Company and Tennessee 
Natural Gas Lines, Inc. were permitted to intervene, but did not 
participate in this proceeding. 


PUBLIC CONVENIENCE AND NECESSITY 


Transportation for Tennessee Company.—In our recent decision 
in the Zennessee Gas and Transmission Company case, (June 8, 
1945) supra, p. 293, we authorized the construction of additional com- 
pressor facilities on the Tennessee Company pipeline system north of 
its Monroe station, and the operation thereof for the period of the 
war emergency only, thereby increasing its delivery capacity into 
the Appalachian area by some 60,000 M.c.f. per day. The applica- 
tion for such facilities was filed pursuant to the request of the War 
Production Board by letter of January 25, 1945, that Tennessee con- 
sider the feasibility of installing additional facilities to increase the 
delivery capacity of its pipeline system for the purpose of “amelio- 
rating the shortage [of natural gas] which otherwise will exist in the 
Appalachian area next winter.” The Board stated that “after the 
most careful study of future requirements and supplies” it had con- 
cluded that “it is absolutely essential to increase the capacity of 
pipe lines into the Appalachian area before the beginning of the 
winter of 1945-1946, in order to prevent a much more serious and 
prolonged interruption of war production at that time.”® 

The record before us respecting the public convenience and neces- 
sity for increasing Tennessee’s deliveries of natural gas into the 
Appalachian area by some 60,000 M.c.f. per day is the same as that 
which we considered in the 7'ennessee case,* and what we said in our 
opinion supra, p. 298, in that regard applies with equal force here. 
As there pointed out, Tennessee proposes to supply the increased 
deliveries into the Appalachian area from the Carthage gas field, 
and to have such gas (together with an additional 40,000 M.c.f. 
daily) transported by applicant through its proposed Carthage- 
Monroe line to Tennessee’s Monroe compressor station, pursuant to 
a transportation agreement dated March 15, 1945, for a term of 25 





‘Upon its reexamination of the situation after the unconditional surrender of Ger- 
many, the War Production Board, by letter of May 14, 1945 to the Commission, stated 
that such increased supplies of gas in the Appalachian area remain “an urgent require- 
ment for the prosecution of the war against Japan.” 


*The record in docket No. G-621 was incorporated by reference into the record in 
the instant proceeding. 


679357—46— 23 
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years.? With respect to the additional 40,000 M.c.f. to be transported 
daily by applicant for Tennessee, the record shows that Tennessee 
proposes to reduce its present withdrawals from the Stratton-Agua 
Dulce field in Texas by an equivalent amount daily. The evidence 
establishes that this would insure the maintenance of adequate ser- 
vice and permit greater flexibility of operations on the Tennessee 
pipeline system. 

Accordingly, we find that the proposed transportation by appli- 
cant of a maximum of 114,000 M.c.f. per day for Tennessee by means 
of the proposed facilities is required by the public convenience and 
necessity, and a certificate should be issued therefor, subject, how- 
ever, to the condition that applicant shall not transport any greater 
quantity for Tennessee without prior authorization of this Com- 
mission. 

Deliveries to customers now served from Monroe area.—Applicant 
sells substantial quantities of gas at retail directly to industrial con- 
sumers located in the Monroe field and at wholesale to distribution 
systems serving several communities situated in the Monroe field 
area. It also serves numerous customers at retail and wholesale along 
the route of its Sterlington-Jackson-Mobile pipeline which extends 
eastwardly from the Monroe field to Jackson, Mississippi, and 
thence southeasterly to the Mobile, Alabama, and Pensacola, Florida, 
areas. Such line is supplied with gas transported into the Monroe 
area from gas fields located west of Monroe in Louisiana.® 

In addition, applicant sells gas at wholesale in the Monroe field 
to three major pipeline companies, namely Mississippi River Fuel 
Corporation,® Memphis Natural Gas Company! and Southern 
Natural Gas Company.!! The Mississippi company operates a pipe- 
line extending northwardly from the Monroe field to the St. Louis 
Missouri, area, where its principal markets are situated. The Mem- 
phis company operates a pipeline running in a northerly direction 
from the Monroe field to Jackson, Tennessee, its most important 
market being in Memphis, Tennessee, and vicinity. Southern Natural 
operates a pipeline leading from the Monroe field in a general east- 
erly direction to Birmingham, Alabama, and the Atlanta and Macon, 
Georgia, areas, which are its principal markets. The evidence shows 
that the market demands of such companies on last winter’s peak 
days exceeded the capacity of these main transmission lines carrying 
gas out of the Monroe area. 


™Tennessee has represented that it is presently unable to finance the construction of 
a line from Carthage to Monroe. 


®Such fields include the Rodessa, Cotton Valley, Sugar Creek, Lisbon, Sligo, Lake 
Bistineau, and Sibley gas fields. 

* Hereinafter referred to as “Mississippi company.” 

1° Hereinafter referred to as ‘Memphis Company.” 

1 Hereinafter referred to as “Southern Natural.” 
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The Mississippi, Memphis, and Southern Natural pipeline com- 
panies are supplied with gas by the so-called “producers’ group” con- 
sisting of applicant, Interstate Natural Gas Company, Inc. and its 
affiliate Hope Producing Company,!2 Southern Carbon Company,'* 
and United Carbon Company,'‘ pursuant to contracts under which 
each producer agrees to furnish specific portions of the total re- 
quirements of each of such pipeline companies. Applicant now 
supplies its quotas of approximately 40 per cent of the total require- 
ments of the Mississippi company with gas produced in the Monroe 
field or transported into that field from other sources, and 34 per 
cent of 16,000,000 M.c.f. of the Memphis company’s annual require- 
ments with gas produced in the Monroe field.15 The producers’ 
group supplies 75 per cent of Southern Natural’s total require- 
ments,!* of which applicant’s quota, approximately 30 per cent, is 
produced principally in the Monroe gas field. 

Applicant presented evidence showing that the gas reserves and 
deliverability of wells in the Monroe field area are declining to such 
an extent that, unless new pipeline facilities are constructed to bring 
additional gas supplies into that area, existing gas service to present 
customers cannot be maintained. A witness for applicant testified 
that during the period from September 1942 to September 1944, the 
deliverability of the wells available to it in the Monroe field (ex- 
clusive of those in the low-pressure area of that field) declined on 
the average of about 23 per cent per year, and that the estimated de- 
eline between the winter of 1945 and the winter of 1946 would be 
about 25 per cent. Testimony was also adduced showing that exist- 
ing lines used by applicant to transport gas into the Monroe area 
are being operated at full capacity on peak days. 

Upon the basis of its studies of the decline of deliverability of 
typical wells in the Monroe field, applicant estimates that unless 
additional pipeline facilities are constructed to augment existing 


2 Hereinafter called “Interstate.” 

13 Hereinafter called “Southern Carbon.” 

14 Hereinafter called “United Carbon.” 

% Memphis company’s affiliate, Southwest Gas Producing Company, furnishes up to 
9,000,000 M.c.f. per year to Memphis company from the Monroe gas field. Applicant 
and the Southwest Company have each agreed to supply one-half of all additional gas 
required by Memphis company from fields other than Monroe by means of a proposed 
20-inch pipeline extending from the Lisbon gas field in Louisiana to the Monroe field. 
Although a certificate of public convenience and necessity for such line was issued in 
docket No. G-549 by this Commission’s opinion and accompanying order entered No- 
vember 21, 1944, supra, p. 197, 56 P. U. R. (N.S.) 271, the construction thereof has 
been deferred pending review proceedings in the courts. See Department of Conserva- 
tion of the State of Louisiana and the Public Service Commission of the State of 
Louisiana v. Federal Power Commission, 148 F. 2d 746 (C. C. A. Sth) decided March 
31, 1945. Application for a writ of certiorari is now pending before the Supreme Court 
of the United States. 

1625 per cent of Southern Natural’s requirements is supplied by means of its own 
line extending from the Joaquin-Logansport gas field in Texas and Louisiana in a 
northeasterly direction into the Monroe field. 
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supplies in that field there will be the following deficiencies in gas 
available to applicant for meeting its own peak-day requirements: 


Winter peak day Deny 


60,900 
104,600 

141,800 

163,200 

173,000 

Applicant also presented evidence upon the theory that it would 
supply all future “deficiencies” of the other producers in the “pro- 
ducers’ group” as well as its own. By assuming that the wells of the 
other producers would suffer the same decline in deliverability as 
its own, applicant estimated that the total peak-day deficiencies of 


such other producers and applicant in the Monroe area would be: 


Winter peak day , 6 aw 





73,000 
150,800 


We have carefully considered the contentions advanced by the par- 
ties, and the voluminous record respecting the requirements of the 
customers served from the Monroe field area and the gas supplies 
available from wells and leaseholds in such field and pipelines feed- 
ing into that area. We conclude from the record in this proceeding 
that the gas reserves of the Monroe field are declining to a point 
where that field is unable to meet the current demands made upon 
it, and that unless present supplies are replenished with gas from 
outside that area, existing service to applicant’s customers cannot be 
adequately maintained. We had occasion to comment upon this 
matter in the Memphis Natural Gas Company case, docket. Nos. G-522 
and G-549, supra, p. 197, 56 P. U. R. (N.S.) 271, (decided November 
21, 1944), pointing out that: 


* * * the Director of Minerals of the Department of Conservation of 
Louisiana testified that the total remaining recoverable reserves in that field 
were approximately 2.1 trillion cubie feet, a supply of approximately 8 years 
at the rate of production which prevailed in January, 1944; that gas was 
being withdrawn from such field at “too rapid a rate’; and that production 
therein should be curtailed as a matter of sound conservation.” 

At the rehearing witnesses corroborated the previous testimony that the re- 
maining recoverable reserves in the Monroe field are equivalent to not more 

11JIn the instant proceeding a witness for applicant testified that the remaining gas 


reserves in the Monroe field, as of February 1, 1945, amounted to approximately 1,518,- 
000,000 M.c.f. 
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than 8 years’ supply at recent rates of production. Evidence was also presented 
showing that the daily delivery capacity of the wells now supplying gas to 
applicant is declining at a rate of from 15 to 23 per cent per year. 


As already pointed out, the evidence discloses that, in order for ap- 
plicant to meet the peak-day demands of its own customers next 
winter, an additional 61,000 M.c.f. will be required in the Monroe 
area. The immediate problem is: Where will applicant obtain this 
volume if not from the proposed pipeline? It is contended that there 
will be available for such purpose next winter approximately 35,000 
M.c.f. of capacity in Southern Natural’s line leading into the Monroe 
area from the Joaquin-Logansport field. However, the evidence 
discloses that some 20,000 M.c.f. of such capacity were required last 
winter to enable Interstate company to meet its quota under the 
producers’ group agreement because of the heavy demands of war 
industries in the Baton Rouge, &ouisiana, area. And, it appears not 
unlikely that such capacity will be so utilized again next winter, de- 
pending upon the outcome of events which cannot now be predicted 
with certainty. 

It is also claimed that on last winter’s peak day there was avail- 
able some 47,000 M.c.f. of unused standby-fuel equipment on the 
premises of industrial customers served directly or indirectly from 
the Sterlington-Jackson-Mobile line. It is contended that the full 
use of such standby would make available on peak days an additional 
47,000 M.c.f. for delivery to applicant’s other customers from the 
Monroe area. Applicant denies that such result would be accom- 
plished as a practical operating matter, due to difficulties involved 
in attempting to dispatch loads in such manner on the Sterlington- 
Jackson-Mobile line. Moreover, since a large part of such standby- 
fuel equipment is for oil, which is a critical war fuel, we cannot per- 
ceive why its use should be preferred to natural gas during the war 
emergency. 

It is also urged that the proposed 24-inch pipeline is too large for 
present and future needs. In this connection, it is pointed out that 
the initial capacity of the line is 310,000 M.c.f. per day,!* and that 
the capacity could be increased to 395,000 M.c.f. per day by the in- 
stallation of an 8,000 horsepower compressor station at a cost of about 
$1,500,000. Applicant, however, has not applied for authority to 
install any compressor facilities; and it contends that it would be 
uneconomic to install a smaller line in view of the future require- 
ments. 

The evidence submitted by applicant shows that the volumes of gas 
proposed to be transported through the line to meet its own defi- 
ciencies and to serve Tennessee would require only about 55 per 


18 At an inlet pressure of 1,000 pounds and outlet pressure of 500 pounds. 
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cent of the initial pipeline capacity on peak days in the first year 
of operation. However, applicant contends that about 70 per cent 
of such capacity would be used in the second year, and by the fifth 
year the line would be utilized to over 91 per cent of capacity. More- 
over, the War Production Board, by letter of May 15, 1945, to this 
Commission, advised that “the current steel fabrication situation is 
such that the supply of 20” pipe would require directive action by the 
Board and result in the deferment of Army and Navy orders for 
sheet steel, which is currently very tight” and that “the 24” pipe 
tses steel plate which is not nearly as critical.” The Board also 
stated that “the additional gas supply provided by the 24” pipe line 
will be useful in meeting war production and essential civilian re- 
quirements,” and that such line 


* * * is required not only to assure an adequate supply of gas for the im- 
mediate needs of the United Gas and the®Tennessee lines, but also for assuring 
adequate supplies of gas in the Monroe area as a whole. 





By letters of June 11 and June 15, 1945, such Board advised that 
the National Production Urgency List Review Committee had unan- 
imously agreed to include the projects of both applicant and Ten- 
nessee on the National Production Urgency List as soon as approval 
is granted by this Commission. Such committee includes in its mem- 
bership the Army, Navy, Army Air Forces, Bureau of Aeronautics of 
the Navy, Maritime Commission and War Manpower Commission.?® 

We shall not here pass upon the issue of the specific demands, uses 
and requirements in the post-war period. Our study of the record 
in this proceeding leads us to conclude that such matters can be 
better determined at the conclusion of the war emergency. As here- 
tofore noted, the evidence indicates an estimated peak day deficiency 
in applicant’s gas supplies of 61,000 M.c.f. per day during the 
winter of 1945-1946. In order to provide some element of flexi- 
bility and to take care of contingencies which cannot now be defi- 
nitely determined, we shall authorize applicant to transport by means 
of the proposed pipeline facilities a maximum of 65,000 M.c.f. per 
day from the Carthage field into the Monroe area for service to its 
existing customers for the duration of the war emergency period. 
In this manner, maintenance of existing service to applicant’s cus- 
tomers, including industries engaged either directly or indirectly in 
the nation’s war effort, will be assured. If during the war emergency 
period additional quantities are needed for such purpgse, appli- 
cant may make appropriate application therefor. The determina- 









1” Additionally, it is noted that in the letter of June 11, 1945, the Director of the 
Office of War Utilities of the War Production Board stated: “I urge that you bring the 
action of this committee to the attention of the members of the Federal Power Com- 
mission so that they may be advised of the high urgency which all of the war agencies 
have agreed attaches to these projects.” 
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tion of the amount to be transported after the war emergency pe- 
riod is reserved for consideration in the light of the circumstances 
then existing. ot 

Since the certificate to be issued pursuant to this opinion will 
contain specific limitations upon the volumes of gas to be transported 
through the proposed pipeline, there can be no basis for complaint 
by interveners with respect to the installation of capacity installed 
in advance of the need therefor. Under such limitations no excess 
capacity can be utilized for attaching new markets or for any other 
purpose without specific authorization by this Commission. 

The record before us does not justify the issuance at this time of 
a certificate to authorize the operation of the proposed facilities for 
the transportation or sale of gas by applicant to make up the so- 
called “deficiencies” of the other members of the producers’ group. 
The testimony of representatives of such producers was that they 
would be able to supply from the Monroe field their respective quotas 
to customers served under the present producers’ group agreements 
for at least another year. None of the producers indicated a will- 
ingness at this time to relinquish to applicant any portion of their 
right under the producers’ group agreements to supply their full 
quotas. Nor have any firm commitments been presented under 
which gas is proposed to be transported for or sold to any of such 
producers or to the latters’ customers. On the contrary, certain of 
the producers indicated that they may decide to install their own 
facilities. Moreover, representatives of the Mississippi company 
and Southern Natural indicated that they may secure supplies from 
other sources at such time as the producers’ group is unable to meet 
their contractual requirements. Obviously, it would not be in the 
public interest to authorize the utilization of the proposed facilities 
for transportation or sales of gas in the absence of definite arrange- 
ments and firm commitments with respect to the terms, conditions 
and quantities involved. Upon the consummation of such arrange- 
ments and commitments, applicant may submit for our consideration 
an appropriate application for a certificate to authorize any addi- 


tional service proposed to be rendered by means of the new fa- 
cilities. 


RATES 


Applicant has indicated that it proposes to increase rates to its 
existing customers for gas supplied by means of the proposed facil- 
ities over those presently charged for gas produced in the Monroe 
field. We fixed the rates, subject to our jurisdiction,. presently 
charged by applicant on a system-wide basis by our opinion and 
accompanying order entered April 16, 1943, in docket Nos. G-133, 
G-148, G-157 and G-193, (Louisiana Public Service Commission 
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v. United Gas Pipe Line Co., 3 F. P. C. 402, 48 P. U. R. (N. S.)91), 
after comprehensive investigation. Applicant has not submitted 
evidence in this proceeding in justification of such proposed rate in- 
crease on a system-wide basis. Therefore, we cannot at this time 
pass upon the validity thereof. Accordingly, we shall reserve this 
question for determination at such time as specific rate schedules 
are filed, at which time applicant will be required to submit full 
and complete evidence in support of the proposed rates. 


CONCLUSION 


Upon consideration of the entire record before us, we conclude 
that the public convenience and necessity require the construction 
of the proposed facilities. We further conclude that the public 
convenience and necessity require the transportation by applicant 
for Tennessee, by means of the proposed facilities, of a maximum of 
114,000 M.c.f, per day (subject to further order of the Commission) 
from the Carthage field to Tennessee’s Monroe compressor station, 
upon the express condition that applicant shall not transport any 
greater quantity for Tennessee without prior authorization of this 
- Commission. We also conclude that the public convenience and ne- 
cessity require the use of the proposed facilities for the purpose 
of transporting a maximum of 65,000 M.c.f. per day (subject to 
further order of the Commission) from the Carthage field into the 
Monroe ares for service to applicant’s existing customers for the 
duration of the war emergency period. And since we find that 
applicant is able and willing properly to do the acts and to perform 
such service and to conform to the provisions of the Natural Gas 
Act and the requirements, rules and regulations of the Commission 
thereunder, we conclude that an appropriate order should be adopted 
issuing a certificate of public convenience and necessity to appli- 
cant in accordance with this opinion. 

Basin Manty. 
Craupe L. Draper. 
Netson Lee Situ. 


Ops, Commissioner, concurring : 


I agree that the United Gas Pipe Line Company should be author- 
ized to construct and operate the proposed 24 inch pipe line from 
the Carthage field in Texas to the Monroe field in Louisiana. But 
I do not agree entirely with the reasoning by which the majority 
reach this conclusion. 

The record, it seems to me justified approval of the project irre- 
spective of the expansion of the capacity of the Tennessee Gas & 
Transmission line to the Appalachian area or the War Production 
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Board claims as to war necessity. The rapid decline in the produc- 
tivity of the Monroe field, as a major source of supply for markets 
in the South, together with the conservation value of the intercon- 
nection between the two fields, provides sufficient justification for 
the project on a long run basis. 

In other words, construction of the Carthage: Mesias line should 
contribute to the more orderly and economical utilization of the re- 
maining reserves in the Monroe field as well as of those in the 
Agua Dulce field and the numerous smaller fields which are inter- 
connected with the Monroe and Carthage fields by existing or au- 
thorized pipe lines. Furthermore, the proposed line, if its use is 
limited to making good deficits of Monroe gas in relation to present 
requirements of existing purchasers, will provide some leeway for 
orderly consideration of the question whether the public interest 
may not require progressive reduction in the high percentage of 
boiler fuel use now characteristic of the market presently served 
by the Monroe field. 

In my dissenting opinion in connection with the decision of the 
majority of the Commission to authorize a 60,000 M.c.f. expansion 
in the daily capacity of the Tennessee Gas & Transmission line, 
I set forth my reasons for the conclusion that such authorization 
should not be given at this time. It appeared to me that the Com- 
mission was being asked to act piecemeal on portions of a larger 
program for expanded deliveries of Southwest gas to the Northeast 
instead of being afforded opportunity to appraise the full program 
in the light of the general investigation now under way. 

I still hold that view and agree to the proposed deliveries of 
Carthage field gas to the Tennessee Company as a means of reduc- 
ing the take of Agua Dulce field gas, which is now providing the 
entire supply of the Tennessee Company, in the interest of broader 
conservation objectives rather than as a means of expanding de- 
liveries to the Appalachian area. 

As to the weight to be given to the War Production Board’s find- 
ing of war need for both the expansion in the capacity of the 
Tennessee Company’s line and the construction of the Carthage- 
Monroe line, I believe judicial notice may be taken of the agility 
with which the Board can change its mind on war need when cir- 
cumstances dictate. Within the last few weeks it has demonstrated 
its ability along this line through reversing itself on the transfer of 
a 35,000 kilowatt turbo-generator from the Lake Charles, La., mag- 
nesium plant to the Lake Catherine, Ark., aluminum plant. 

Some months ago the War Production Board recommended the 
transfer of this unit as a war measure and the Defense Plant Cor- 
poration had the work of transfer well under way. In fact, our 
engineers report that several hundred thousand dollars of expendi- 
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ture were already involved when the War Production Board changed 
its mind, due, according to “Electrical World,” to changes in con- 
ditions governing the transfer. The changes noted by this journal 
as affecting the decision included the end of the European War and 
the Navy, Maritime Commission and aluminum cut-backs which 
followed V-E Day. 

In the instant case, however, we do not have to depend on a find- 
ing of war necessity. For, as already pointed out, the proposed 
Carthage-Monroe line satisfies the requirements of the public inter- 
est in sound conservation and utilization of the region’s natural gas 
reserves. 


Order issuing certificate of public convenience and necessity 


United Gas Pipe Line Company 


(G-622) 


Upon consideration of the entire record herein, the Commission 
having this day adopted its opinion in this matter, which is hereby 
referred to and made a part hereof by reference ; 

The Commission finds that: 


(1) United Gas Pipe Line Company (applicant) is engaged in 


the transportation and sale for resale of natural gas in interstate 
commerce for ultimate public consumption, and is, therefore, a 
“natural-gas company” within the meaning of the Natural Gas Act; 

(2) The proposed facilities referred to in the opinion in this 
matter and described in the application will be used for the trans- 
portation and sale of natural gas, subject to the jurisdiction of the 
Commission, and the proposed construction and operation thereof 
are subject to the requirements of subsections (c) and (e) of sec- 
tion 7 of the Natural Gas Act, as amended; 

(3) Applicant is able and willing properly to do the acts and 
perform the service proposed and to conform to the provisions of 
the Natural Gas Act, as amended, and the requirements, rules and 
regulations of the Commission thereunder ; 

(4) The public convenience and necessity require (a) the con- 
struction by applicant of the proposed facilities referred to in the 
opinion in this matter and described in the application, (b) the 
operation of such facilities for the transportation by applicant for 
Tennessee Gas and Transmission Company (Tennessee) of a maxi- 
mum of 114,000 M.c.f. of natural gas per day! (subject to further 
order of the Commission) from the Carthage field in Texas to 
Tennessee’s Monroe, Louisiana, compressor station, and (c) the oper- 


2 Subject to the tolerance provisions contained in paragraph 2 of the transportation 
agreement between applicant and Tennessee dated March 15, 1945. 
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ation by applicant of such facilities for the transportation during 
the war emergency period of a maximum of 65,000 M.c.f. of natural 
gas per day (subject to further order of the Commission) from the 
Carthage field in Texas to the Monroe field area in Louisiana for 
service to customers presently being served by applicant; and a 
certificate authorizing such construction and operation should be 
issued as hereinafter ordered and conditioned ; 

The Commission orders that: 

(A) A certificate of public convenience and necessity be and it is 
hereby issued to applicant, upon the terms and conditions of this 
order, authorizing it to 

(i) Construct the proposed facilities referred to in the opinion 
in this matter and described in the application, as amended, in this 
proceeding ; 

(ii) Transport for Tennessee by means of the proposed facilities 
a maximum of 114,000 M.c.f. of natural gas per day? (subject to 
further order of the Commission) from the Carthage field in Texas 
to Tennessee’s Monroe, Louisiana, compressor station ; 

(iii) Transport for the duration of the war emergency period 
by means of the proposed facilities a maximum of 65,000 M.c.f. of 
natural gas per day (subject to further order of the Commission) 
from the Carthage field in Texas to the Monroe field area in Louisi- 
ana for service to customers presently being served by applicant. 
The determination of the amount to be transported after the war 
emergency period is reserved for consideration in the light of the 
circumstances then existing; 

(B) This certificate is granted upon the express conditions that 
the facilities herein authorized shall not be used (1) for the trans- 
portation or sale of any additional] quantities of gas other than those 
specifically authorized in paragraph (A) above, or (2) for the 
transportation or sale of gas to any new customers of applicant, 
except upon specific authorization first obtained from this Commis- 
sion ; 

(C) Applicant shall submit monthly reports to the Commission, 
in writing, under oath, showing the daily quantities of gas de- 
livered to each customer by means of the facilities herein author- 
ized ; 

(D) Applicant shall promptly report to the Commission in writ- 
ing, under oath, the dates of completion and commencement of 
operation of such facilities. 

(E) This certificate shall not be transferable and is without prej- 
udice to the authority of this Commission or any other regulatory 


2 Subject to the tolerance provisions contained in paragraph 2 of the transportation 
agreement between applicant and Tennessee dated March 15, 1945. 
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body with respect to rates, contracts, service, accounts, valuation, 
estimate or determination of cost, or any other matters whatsoever 
now pending or which may come before this Commission or other 
regulatory body, and nothing herein shall be construed as an acqui- 
escence by this Commission in any estimate or determination of cost 
or any valuation of property claimed or asserted ; 

(F) Applicant shall submit for the Commission’s consideration 
all proposed rate schedules (including contracts) relating to any 
transportation, sale or service, subject to the jurisdiction of the 
Commission, proposed to be rendered by means of the’ facilities 
herein authorized, together with all pertinent data in support thereof. 
The Commission reserves the right to determine and fix the just 
and reasonable rate, charge, classification, rule, regulation, practice, 
or contract for any such proposed transportation, sale or service; 

(G) Nothing herein is to be construed as affecting in any manner 
the determination of the service area of applicant under section 
7(£) of the Natural Gas Act, as amended ; 

(H) This certificate shall be effective as long as applicant con- 
tinues the operations hereby authorized in accordance with the pro- 
visions of the Natural Gas Act, as amended, and any pertinent 
rules, regulations, or orders heretofore or hereafter issued by the 
Commission ; 


(1) Nothing contained herein shall be construed as relieving ap- 
plicant from the necessity of complying with any order, rule, regu- 
lation, or other requirement of the War Production Board; 

(J) Appropriate evidence of the issuance of this certificate shall 
be furnished to applicant. 





IN THE MATTER OF 


W. C. FEAZEL, J. FLOYD HODGE, THOMAS J, HILL 
AND RICHARD W. LECHE 


General Investigation under Natural Gas Act into Terms of Contract 
for Purchase and Sale of Natural Gas 


G-515 
(Decided August 31, 1945) 
Syllabus 


1. Proceedings in a general investigation under the Natural Gas Act into 
contracts for the purchase and sale of natural gas terminated after 
public hearings developing facts as to contract operations where the 
field involved was largely depleted at the time of hearing, deliveries 
under contracts are either practically at an end or have been. termi- 
nated and further action with reference to rates and charges would 
serve no useful purpose since all or substantially all gas available 
for sale has been sold and profits distributed. P. 328. 


Rk. H. Oliver and 8. L. Digby for W. C. Feazel and J. Floyd 
Hodge. . 


Lambert McAllister for the Federal Power Commission. 


By tHE CoMMISSION : 


OPINION 


On December 21, 1943, the Commission instituted a general in- 
vestigation into the terms of a contract under which W. C. Feazel 
(with whom were associated J. Floyd Hodge, Thomas J. Hill and 
Richard W. Leche) purchased natural gas from East Texas Refin- 
ing Company of Delaware at 2c per M.c.f. and sold to United Gas 
Public Service Company, predecessor of United Gas Pipe Line Com- 
pany at 4c per M.c.f. 

After due notice a public hearing was held in Monroe, Louisiana, 
during the period January 25, 1944, to February 1, 1944. 

Evidence taken during the public hearing at Monroe, Louisiana, 
showed that during 1936 W. C. Feazel entered into a contract (First 
Rodessa contract) to sell specified quantities of natural gas at 4c 
per M.c.f. to United Gas Public Service Company (now United 
Gas Pipe Line Company). Such gas was to be produced in the 
northeast portion of the Rodessa field in Caddo Parish, Louisiana. 
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Thereafter W. C. Feazel entered into a contract with East Texas 
Refining Company to purchase at 2c per M.c.f. specified quantities 
of natural gas sufficient to satisfy the terms and conditions of the 
sales contract between Feazel and United. United connected its 
facilities with the facilities of East Texas Refining Company and 
late in the year 1936 East Texas Refining Company began the de- 
livery of gas directly to United. W. C. Feazel never invested any 
amount whatsoever in facilities and owned no wells, pipe lines, 
meters or any other equipment required for the effective delivery 
of gas by East Texas Refining Company to United Gas Pipe Line 
Company. Furthermore, Feazel rendered no service in connection 
with the delivery of such gas. The meter was read by United who 
paid Feazel each month for the gas received at 4c per M.c.f. and 
after receipt of such remittance W. C. Feazel paid to East Texas 
Refining Company one-half of the remittance received from United 
and retained the balance for himself and his associates. 

The evidence further shows that W. C. Feazel in entering into 
the contracts referred to above was not acting solely on his own be- 
half but also on behalf of Richard W. Leche, Thomas J. Hill, and 
J. Floyd Hodge. During early 1937 Feazel, Hill, Leche and Hodge 
met in the office of Charles J. Rivet, an attorney, having offices in 
New Orleans, Louisiana, and Feazel made separate assignments 
specifying the respective interests of Leche, Hill and Hodge in the 
profits to be realized out of this purchase and salt of gas under the 
First Rodessa contracts. These assignments provided that Richard 
W. Leche was to receive three-ninths of such profits and that Feazel, 
Hill and Hodge were each to receive two-ninths. 

It was shown at the Monroe, Louisiana, hearing that for the years 
1937-1943 Richard W. Leche, William C, Feazel, Thomas J. Hill 
and J. Floyd Hodge received, as their distributive share of the prof- 
its arising under the First Rodessa contracts, the following amounts: 


Feazel Hill Hodge Total 





$49,922.82 $33,281.89 $33,281.89 $33,281.89 $149,768.49 
47,334.50 31,556.34 31,556.34 31,556.34 142,003.52 
48,702.81 32,468.54 32,468.54 32,468.54 146,108.43 
45,010.43 30,006.95 30,006.95 30,006.95 135,031.28 

~ 21,568.18 14,378.79 14,378.78 14,378.78 64,704.53 
16,485.76 10,990.51 10,990.51 10,990.51 49,457.29 
5,256.06 3,504.03 3,504.03 3,504.03 15,768.15 


Total__.. 234,280.56 156,187.05 156,187.04 156,187.04 | 702,841.69 





The total cost of gas purchased during the period 1937-1943 was 
$728,437.66, the revenue received was $1,456,875.31, and the gross 
profit, $728,437.65. Total expenses for the seven years were $25,- 
595.96, leaving $702,841.69 which was distributed to Leche, Feazel, 
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Hill and Hodge. The total expense of $25,595.96 was made up of 
the following items: 


Attorneys fees - eit mate = _--- $ 7,462.20 


Ra Sh ne aiadiihe ak an ec ecics 442.43 
Office expense... .......... ak = cuatordiaintind a 4,373.17 
Natural gas sales tax ‘ 13,318.16 


I  aductnchscasdiet dt miata aa a 25,595.96 


Gas delivered by East Texas Refining Company to United during 
the period November-December 1936 and 1937-1943 totaled 36,456,363 
M.c.f. ' 

W. C. Feazel, in making his Federal income tax returns, in the 
first instance, characterized the profits from the First Rodessa con- 
tracts as profits from a “joint undertaking” but later when the na- 
ture of the transaction was questioned by the Bureau of Internal 
Revenue he maintained that the arrangement between the parties, 
Leche, Feazel, Hill and Hodge, was a partnership, but by whatever 
name the association of individuals may be described, the record 
is clear that Feazel alone wished to be known publicly as the party 
to the contracts. Richard W. Leche, while Governor of Louisiana, 
was paid his share of profits in cash, sometimes by Feazel, some- 
times by Hodge, and at other times by Hill. 

During 1938, approximately two years after the making of the 
First Rodessa contracts, East Texas Refining Company and United 
Gas Pipe Line Company entered into a direct contract whereby 
United agreed to purchase specified quantities of gas at 3c per M.c.f. 
(Second Rodessa contract). This contract provided for delivery of 
gas through the same interconnection and meters used for the de- 
liveries of gas under the First Rodessa contracts. The amount 
of gas measured and delivered each month through such measuring 
station was to be allocated between the First Rodessa contracts and 
the Second Rodessa contract on a specified basis, viz., (1) when the 
daily average was 45,000 M.c.f. or more, two-thirds was to be allo- 
cated to the First Rodessa contracts and one-third to the Second 
Rodessa contract, (2) when average deliveries equalled 30,000 to 
45,000 M.c.f., 30,000 was to be allocated to the First Rodessa con- 
tracts and the balance to the Second Rodessa contract, and (3) when 
average daily deliveries were 30,000 M.c.f. or less, all gas was to 
be allocated to the First Rodessa contracts. 

After the Second Rodessa contract was signed, W. C. Feazel then 
made a side agreement whereby East Texas Refining Company 
agreed to pay Feazel 1.2c per M.c.f. for all gas sold and delivered 
under the Second Rodessa contract to United Gas Pipe Line Com- 
pany. Feazel then made an assignment to Richard W. Leche trans- 
ferring one-third of all rights and benefits under the contract be- 
tween Feazel and East Texas Refining Company whereby Feazel 
was to receive 1.2c per M.c.f. on all gas sold and delivered to United 





326 FEDERAL POWER COMMISSION 


Gas Pipe Line Company. The division of profits realized, between 
Feazel and Leche, was as follows: 


Leche Feazel Total 





$ 8,655.38 $17,310.76 $25,966.14 

6,411.13 2 19,233.39 

726.42 52. 2'179.26 

109.80 | _*219.60_ 329.40 

15,902.73 | 31,805.46 | 47,708.19 
| | 


The testimony and evidence also show that in addition to the two 
Rodessa contracts there was a third contract entered into during 
1937 by J. E. Farrell, M. S. Rhoads, D. J. Simmons and Win or 
Lose Corporation, on the one hand, and United Gas Public Serv- 
ice Company (now United Gas Pipe Line Company) on the other 
hand, whereby United agreed to purchase all merchantable gas 
from gas wells on designated property belonging to the sellers in 
Union, Ouachita and Morehouse Parishes in the State of Louisiana. 
The selling price of the gas was to be 3c per M.c.f. and out of such 
3c, per M.c.f. the sellers agreed to pay William C. Feazel 4c per 
M.c.f. on all gas sold and delivered to United. Thereafter in Au- 
gust, 1937, William C, Feazel assigned to Richard W. Leche 4 of 
all moneys paid to him under the Farrell contract. The profits real- 


ized out of the Farrell contract by Leche and Feazel were as fol- 
lows: 


Feazel 





*$ 5,571.31 

$10,689.55 10,689.54 

10,024.61 10,024.60 

2,729.66 2,729.66 

**10,084.74 **10,084.74 

5,360.30 5,360.29 
5,175.98 5,175.98 | 10,351.96 


44,064.84 | 49,636.12 | 93,700.96 


* Retained by Feazel for working up and securing contract. 

** Corporation formed March 1940; dissolved December 31, 1941. $10,084.74 to each 
represents distributive share to Leche and Feazel upon dissolution of the corporation, 
and covers all profits realized out of the Farrell contract during the period March, 
1940 through December, 1941. i 

During the time Richard W. Leche participated in the profits 
arising under the three contracts referred to as the First Rodessa 
contracts, the Second Rodessa contract and the Farrell contract, he 
was Governor of the State of Louisiana, viz., from May 12, 1936, 
until he resigned at 7 o’clock p.m. June 26, 1939. 

Although Richard W. Leche, William C. Feazel, Thomas J. Hill 
and J. Floyd Hodge invested no capital in these three ventures and 
incurred no expense (W. C. Feazel claimed to have spent a couple 
thousand dollars for general living expense away from home while 


oo 
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developing the contracts but could produce no evidence of expendi- 
tures) they received a total of $844,250.84 (Richard W. Leche— 
$294,248.13; W. C. Feazel—$237,628.63; Thomas J. Hill—$156,- 
187.04; J. Floyd Hodge—$156,187.04). 

No deliveries of gas were made, under the Second Rodessa contract 
subsequent to 1941 and no deliveries have been made under the First 
Rodessa contracts subsequent to December, 1944;! the record does not 
show deliveries of natural gas or the profits to Leche and Feazel un- 
der the Farrell contract subsequent to the year 1943.2 

Evidence adduced at the public hearing shows that on April 10, 
1939, W. C. Feazel filed copies of the First Rodessa contract with 
the Federal Power Commission but the Second Rodessa contract and 
the Farrell contract were never filed. The record also shows that 
Feazel’s attention was repeatedly directed to the requirements of the 
Natural Gas Act and the rules and regulations thereunder ; neverthe- 
less he refrained from filing the reports which would have been re- 
quired if he had been engaged in bona fide operations as a natural gas 
company and which would have disclosed the huge profits made by 
Feazel and his associates. It was not until November -1, 1943, that 
the Commission was advised that Richard W. Leche, Thomas J. Hill 
and J. Floyd Hodge were interested in the undertakings being car- 
ried on under the name of W. C. Feazel. 

Summing up the pertinent facts developed in the course of this in- 
vestigation : 

The records and testimony of W. C. Feazel produced at the public 
hearings in Monroe, Louisiana, show that during the period 1937- 
1943, he, on his own behalf and on behalf of his associates, sold 
36,421,883 M.c.f. of natural gas to United Gas Pipe Line Company 
under the First Rodessa contracts and received out of such sales, and 
above the cost of gas purchased from East Texas Refining Company 
and Skelly Oil Company (successor to East Texas Refining Com- 
pany), $728,437.66; that the total expense incurred by W. C. Feazel 
on his own behalf and on behalf of his associates was $25,595.96; that 
neither W. C. Feazel nor any of his associates invested any money 
whatsoever in any facilities, pipe lines, or equipment necessary or in- 
cidental to the transmission and sale of gas to United Gas Pipe Line 
Company; that the pipe line facilities of East Texas Refining Com- 
pany and its successor, Skelly Oil Company, were directly connected 
with the pipe line facilities of United Gas Pipe Line Company and 
its predecessor, United Gas Public Service Company; that whatever 
expense was incurred in making such interconnections, no part of 


1 Information supplied by the United Gas Pipe Line Company and verified by counsel 
for W. C. Feazel. 


? Hearings were concluded on February 1, 1944. 


679357—46— 24 
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such cost was borne by W. C. Feazel or any of his associates; that the 
total cost of gas to W. C. Feazel and his associates was 2c per M.c.f. 
plus incidental expense which for the seven years 1937-1943 totalled 
$25,595.96 ; that $25,595.96 represented the only charges which Feazel 
and his associates were entitled to recoup, in addition to cost of gas 
puchased from East Texas Refining Company and Skelly Oil Com- 
pany and sold to United Gas Pipe Line Company. 

The Rodessa gas field was largely depleted at the time of the hear- 
ing on this matter and the deliveries of gas under the First Rodessa 
contracts were practically at an end. Deliveries under the Second 
Rodessa contract had been terminated. Further action with refer- 
ence to the rates and charges under these contracts would serve no 
useful purpose since all or substantially all gas available for sale 
under the contracts in question has been sold and the profits distrib- 
uted. 

The investigation having been concluded, an appropriate order will 
be entered terminating this proceeding. 

Bast MANLy. 

Leuanp OLDs. 

Neutson Lee Smiru. 
I concur in result only. 


Craupe L. Draper. 
Order terminating investigation 
W. C. Feazel, J. Floyd Hodge, Thomas J. Hill, 


and Richard W. Leche 


(G-515) 


Upon consideration of the order of investigation in the above-en- 
titled proceeding, the record of the public hearing held therein, and 
having on this day adopted its opinion in this matter, which is 
hereby referred to and made a part hereof by reference ; 

The Commission orders that : 

The proceedings in this docket be and they are hereby terminated. 





InN THE MATTERS OF 


WISCONSIN SOUTHERN GAS COMPANY 


Rehearing on Application under Section 7(a) of the Natural Gas 
Act to Direct Natural-Gas Company to Extend Its Facilities 
and Under Section 7(e) for a Certificate of 
Public Convenience and Necessity 


G-236, G-536 
(Decided September 4, 1945) 
Syllabus 


1. Order directing an interstate pipe-line company, a natural-gas company 
under the Natural Gas Act, to extend its natural gas transportation 
facilities to establish physical connection of such facilities with 
proposed facilities of applicant at Illinois-Wisconsin State line and 
sell natural gas to applicant, a natural-gas company under the Na- 
tural Gas Act, issued on rehearing, pursuant to section 7 (a) of the 
Act, it appearing that applicant, engaged in the manufacture and 
distribution of gas and seeking to substitute natural gas for the 
manufactured gas presently served its consumers in the State of 
Wisconsin, has obtained both local and state authorization to make 
the proposed substitution, there being no undue burden upon the 
connecting company nor impairment of its ability to render adequate 
service to its customers. P. 333. 

2. Certificate of public convenience and necessity for construction and 
operation of facilities issued to applicant, which will become a na- 
tural-gas company upon completion and operation of proposed facili- 
ties, on showing of inadequacy of its present manufactured-gas plant 
and undependability to meet present and future system requirements, 
ability to finance from cash on hand, that proposed substitution of 
natural for manufactured gas will assure applicant’s customers of the 
maintenance of adequate gas service at lower rates, and a finding 
that the benefits to the public in the area to be served far outweigh 
the potential losses asserted by interveners, which at best are highly 
conjectural. P. 336. 

3. Since operation of connecting pipe-line company’s proposed facilities 
was not validated by Commission’s prior order of October 13, 1942, 
3 F. P. C. 830, granting certificate, since line was in place but not in 
operation on February 7, 1942, its use pursuant to present order under 
section 7 (a) is validated only to the extent required to make de- 
liveries therein or otherwise specifically authorized. P. 337. 


Helmer Hansen and Charles E.. Stege for the Wisconsin Southern 
Gas Company, applicant. 
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Harry S. Littman and William L. Brunner for the Federal Power 
Commiission. 

J. J. Hedrick for the Natural Gas Pipeline Company of America. 

Tom J. McGrath and James W. Haley for the National Coal As- 
sociation. 

Tom J. McGrath and Welly K. Hopkins for the United Mine 
Workers of America. 

Tom J. McGrath for the Brotherhood of Locomotive Engineers, 
et al. 

Amos M. Mathews and A. R. McDonald for the Wisconsin Rail- 
road Association, et al. 

Charles W. Babcock for the City of Milwaukee, Wisconsin. 

Philip H. Porter for the Wisconsin Coal Bureau, Inc., et al. 

Martin H. Miller for the Brotherhood of Railroad Trainmen. 

Alfred Berman (Guggenheimer and Untermyer) for Fred J. 
Young, et al. ‘ 

A. G. Goldberg (Padway and Goldberg) and James Glenn for 
the Associated Coke Plant Employees, et al. 

Charles W. Stadell for the Illinois Coal Traffic Bureau. 

C. C. Lydick and Harold V. Scott for the Coal Trade Association 
of Indiana, et al. 

Howard W. Vesey and A. J. Christiansen for the Northern Illi- 
nois Coal Trade Association, et al. 

Amos M. Mathews and Roy S. Kern for the Baltimore and Ohio 
Railroad Company, et al. 

A. R. McDonald and Amos M. Mathews for the Wisconsin State 
Legislative Board of the Order of Railway Conductors, et al. 







































By THE CoMMISSION : 


OPprINnIoNn 





On November 27, 1944, we granted a rehearing on our order of 
October 3, 1944, dismissing the applications of Wisconsin Southern 
Gas Company,! filed on February 24, 1942, in docket No. G—236, 
and March 29, 1944, in docket No. G-536. 

The applicant seeks in docket No. G-236 an order pursuant to 
section 7(a) of the Natural Gas Act directing Natural Gas Pipeline 
Company of America? to extend its transportation facilities to 
establish connection of such facilities with those of applicant at the 
Illinois-Wisconsin State line near Genoa City, Wisconsin, and to 
sell natural gas to applicant for distribution in southeastern Wis- 
consin. 

1 Hereinafter referred to as “‘Wisconsin Southern” or “applicant”. 
? Hereinafter referred to as “Pipeline Company.” 
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The application in docket No. G-536 is for a certificate of public 
convenience and necessity pursuant to section 7(e) of the Act to 
authorize applicant to construct and operate a 414 inch outside 
diameter natural-gas transmission main extending northward from 
such connection for a distance of 50,000 feet to applicant’s existing 
facilities at Lake Geneva, Wisconsin, together with the necessary 
appurtenant facilities. 

The proceedings in docket Nos. G-236 and G-536 were consoli- 
dated by order of April 18, 1944, and, after appropriate notice, hear- 
ings were held commencing on May 11, 1944, and concluding on 
May 15, 1944, followed by oral argument on July 12, 1944, before 
the Commission sitting en banc. 

By our order of November 27, 1944, after appropriate notice, a 
further hearing with respect to the above matters was duly con- 
vened on January 18, 1945, and concluded on the same day. 

The applicant is engaged in the manufacture of gas and its trans- 
portation and distribution to consumers in a number of municipali- 
ties in Racine and Walworth Counties in Wisconsin, including Burl- 
ington, Lake Geneva, Delavan and Elkhorn.* Applicant seeks to 
substitute natural gas for manufactured gas now being served to 
its consumers in the aforementioned communities. 

In our opinion and accompanying order of October 3, 1944, (/n 


the Matters of Wisconsin Southern Gas Company, supra, p. 192, 56 
P. U. R. (N. S.) 65), dismissing the applications with respect to 
the above docketed matters, we found upon evidence then before 
us that: 


. . the record clearly shows that the City of Burlington has not authorized 
the proposed change-over from artificial to natural gas. More than one-fourth 
of applicant’s customers are located in that city—the largest of the communi 
ties served by it. Although authorizations have been granted by certain other 
communities, it is evident from the record that the proposed project would 
not be undertaken if the market in Burlington is unavailable, 


and concluded that: 


In the light of the foregoing circumstances, should we find that it is desir- 
able or necessary to “direct” the extension and physical connection of facilities 
requested by applicant? We think not. Obviously we cannot compel local dis- 
tribution of natural gas. State and local authorities have responsibility over 
such aspects of the company’s business. 

In the circumstances, we think it is inappropriate to find that the action 
which we are requested to take pursuant to section 7 (a) is “necessary or de- 
sirable in the publie interest.” In view of this conclusion, it would appear 
unnecessary to discuss the other aspects of these proceedings. 


During the course of the rehearing evidence was adduced to the 


2In the Matters of Wisconsin Southern Gas Company, supra, p. 189, 56 P. U. R. 
(N. S.) 65. 
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effect that the council of the City of Burlington, Wisconsin, had 
authorized the substitution of natural gas for manufactured gas in 
that city by ordinance adopted October 30, 1944, whereby the appli- 
cant, or its successors or assignees, was permitted to substitute 
natural gas in lieu of manufactured gas for distribution and sale 
in that city.‘ 

Additional evidence was also presented bearing upon Wisconsin 
Southern Gas Company’s application filed January 9, 1945, for a 
modification of its certificate of authority issued by the Wisconsin 
Public Service Commission on April 16, 1942. The original certi- 
ficate of authority, issued by the Wisconsin Commission, authorized 
the construction by applicant of 10 miles of a 3-inch outside diam- 
eter pipeline to connect its facilities at Lake Geneva with those of 
Pipeline Company at the Illinois-Wisconsin State line at a point 
near Genoa City, together with terminal facilities at Lake Geneva, 
and permitted the substitution of natural gas for manufactured 
gas.° 

Wisconsin Southern, by its application of January 9, 1945, to 
the Public Service Commission of Wisconsin for modification of 
its certificate of April 16, 1942, sought authorization to construct 
and operate a 414-inch outside diameter pipeline in lieu of the 3- 
inch pipeline. By such application applicant also requested a de- 
termination by the Wisconsin Commission as to whether or not 
the amendatory section 196.49(4a) of the Wisconsin Public Util- 
ities Act, effective April 17, 1943, was applicable with respect to its 
certificate of authority of April 16, 1942.6 

Since the termination of the hearing before this Commission, the 
Wisconsin Commission has had occasion to pass upon the above 
question and modification of applicant’s original certificate of au- 
thority of April 16, 1942. The Wisconsin Commission concluded 
that applicant’s request to amend its certificate of authority was 
subject to the amendatory section. That Commission, after due 


*Section 196.58 (6): “No public utility furnishing and selling gaseous fuel to the 
public shall change the character or kind of such fuel by substituting for manufac- 
tured gas any natural gas or any mixture of natural and manufactured gas for dis- 
tribution and sale in any town, village or city unless the municipal council thereof 
shall, by authorization, passage, or adoption of appropriate contract, ordinance, or 
resolution, approve and authorize the same. No such contract, ordinance or resolu- 
tion, nor any failure or refusal by such municipal council to authorize, pass, or adopt 
the same shall be subject to the review provided by subsection (4) of this section.” 

5 Re Wisconsin Southern Gas Company, 45 P. U. R. (N. 8.) 8. 

*Section 196.49(4a) provides in part that the municipal council shall have first 
approved and authorized such substitution, pursuant to section 196.58 (6) before a 
certificate of public convenience and necessity may be issued therefor by the Wisconsin 
Commission, and that in determining whether a certificate should be issued due con- 
sideration is to be given to the social and economic effects of the proposed substitution 
upon employment, existing business and industries, railroads and other transporta- 
tion agencies and facilities, the State, any of its political subdivisions, or any citizen 
or resident thereof. 
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and full consideration of all matters affecting the public interest as 
required by said section, further concluded that the substitution of 
natural gas for manufactured gas by Wisconsin Southern in the 
service furnished by Wisconsin Southern to the public is required 
by public interest and by public convenience and necessity.? 
Applicant now has both local and state authorization to substitute 
natural gas in lieu of manufactured gas in the various communities 
which it now serves in the State of Wisconsin, in conformance with 
the Wisconsin Public Utilities Act. It is therefore appropriate that 
we consider the issues presented by reason of the applications filed 
pursuant to section 7 of the Act, and reconsider our previous action. 


JURISDICTION 


In our former opinion we found that the evidence clearly estab- 
lished the jurisdiction of the Commission to entertain the applica- 
tions; that the Pipeline Company is a “natural-gas company” within 
the meaning of the Natural Gas Act, and that applicant, upon 
completion and operation of the proposed facilities, would be a 
“natural-gas company” within the meaning of the Act. What we 
said there with respect to our jurisdiction is equally applicable 
here, and needs no reiteration. 


PRESENT OPERATIONS 


Applicant, from its gas manufacturing plant located in Burling- 
ton, serves approximately 4,000 gas customers in Walworth and 
Racine Counties, Wisconsin, with 530 Btu carbureted water gas. 
The area served is essentially an agricultural and summer resort 
region. 

The record before us conclusively shows that applicant’s manu- 
factured-gas plant is inadequate and undependable to meet its pres- 
ent and future system requirements. Its existing plant could be put 
into satisfactory operating condition at a cost of $48,000, and addi- 
tional manufacturing gas facilities of adequate capacity could be 
installed for approximately $142,600. On the other hand, such ex- 
penditures do not appear to be economically feasible due to the fact 
that applicant’s average annual return on a claimed rate base in 
recent years has approximated only 2 percent. The inadequacy of 
its present plant and cost of rehabilitation are among the aspects 
emphasizing the need for substitution of natural gas in lieu of manu- 
factured gas in order that applicant may continue to maintain 
adequate gas service in the communities which it now serves. 


*Opinion of the Public Service Commission of Wisconsin adopted July 17, 1945. 
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PROPOSED OPERATIONS 


Applicant proposes to discontinue the manufacture of water gas 
and convert its system to use straight natural gas* after completion 
of the connection with Pipeline Company at the Illinois- Wisconsin 
State line and the applicant’s 414-inch line. The estimated cost of 
the pipeline and appurtenances to be constructed by applicant is 
$55,000, to be financed from cash on hand.® The estimated cost of 
converting its customer’s appliances is $24,000. 

Pipeline Company will be required to construct approximately 
6,000 feet of 34-inch and 41-inch pipeline extending from a point 
on its 20-inch line near Richmond, Illinois, to the proposed connec- 
tion with applicant on the Illinois-Wisconsin State boundary and 
in addition complete two railroad crossings on the above mentioned 
20-inch line. It is estimated that such construction will cost Pipe- 
line Company $20,622. 

The Pipeline Company has expressed its willingness to make the 
proposed interconnection with applicant’s facilities, if directed to 
do so by order of the Commission, and to sell to applicant its entire 
natural gas requirements at rates currently on file with the Com- 
mission. 

One of the reasons urged by applicant for the granting of the 
application is that costs of operation and rates would be reduced 
as a result of the introduction of natural gas. Applicant’s manu- 
factured gas production expense in 1943 was $85,265, or 5114 cents 
per M.c.f. of 530 Btu gas. The record discloses that an equivalent 
volume of natural gas could be obtained from the Pipeline Company 
under its existing wholesale rate schedule for firm gas for $12,170 
(14 cents per M.c.f.), a saving of approximately $73,000. The re- 
duced rates which applicant proposes to charge for natural gas 
would result in a saving to customers of $38,438! per year based 
on 1943 sales, after payment of the State natural gas use tax of 7 
cents pet M.c.f. A large part of such saving would inure to residen- 
tial consumers from whom applicant receives approximately three- 
fourths of its total revenues. 

It is noted that the applicant has informally submitted to the 
Wisconsin Commission proposed reduced rates for natural gas ser- 
vice in lieu of its existing rates. 


®The introduction of natural gas would substitute gas having a heating value of 
1,040 Btu per cubic foot in lieu of the present 530 Btu manufactured gas. 

*In 1942 applicant sold $50,000 of common stock to its parent company, American 
Utilities Service Corporation, which sum is available to finance the construction. 
10 Before use tax, the saving would be $43,618. 
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RESERVES——ABILITY OF PIPELINE COMPANY TO SUPPLY NATURAL GAS 


Applicant proposes to obtain its natural gas supply from the Pipe- 
line Company, which company obtains 75 percent of its gas supply 
from its affiliate, Texoma Natural Gas Company, and 25 percent 
from Colorado Interstate Gas Company, both of which secure their 
natural gas supply from the Panhandle field in Texas. 

The following tabulation shows applicant’s estimated annual and 
peak day natural gas requirements from the Pipeline Company upon 
the construction and operation of the proposed facilities. 


Post war period 





Present | 
Needs! | | | 
| dst 2d 3a | 4th 5th 
Year Year Year Year Year 
Peak day requirements | | | 
ne | 348 400 | 522 | 647 | 788 | 857 


Total on purchased M.c.f./ 


BO0h.....ccssesen ain nw | 87,500 105,000 138,000 | 172,500 212,000 238,000 
Gas tates M.c.f./year....._- | 72,500 89,500 121,500 | 155,000 | 194,500 | 220,500 
Company use M.c.f./year_—-| 1,500 1,500 1,500 1,500 1,500 | 1,500 
Unaccounted for ~...------ |_13,500 | 14,000 15,000 | 16,000 __ 16,000 | _ 16,000 

Tatal | is satin Luni | 87,500 105,000 138,000 | 172,500 | 212,000 238,000 
i i 








1The estimated present needs are the 1943 manufactured gas requirements reduced 
in the ratio of the heating value of manufactured gas to the heating value of natural 
gas. 

We are convinced that Pipeline Company through its affiliate 
Texoma Natural Gas Company and Colorado Interstate Gas Com- 
pany has sufficient reserves to supply the natural gas requirements 
of the applicant for many years, and that;such delivery will not 
materially affect the life of Pipeline Company’s available reserves 
because the quantity is comparatively small as related to its total 
reserves. 

The record shows that the delivery of applicant’s peak day re- 
quirements which are less than one-half of one percent of the total 
rated capacity of Pipeline Company’s transmission system, will place 
no undue burden on that company, nor impair its ability to render 
adequate service to its customers." 


PUBLIC CONVENIENCE AND NECESSITY 


Interveners, representing coal, railroad and labor interests, oppose 
the granting of the applications in these proceedings and contend 
that such action will result in the displacement of coal, thereby af- 
fecting their interests. However, we have carefully examined the 
record and find that the benefits to the public in the area to be 
served far outweigh the potential losses asserted by the interyeners, 
which at best are highly conjectural. 


1 Rated capacity of Pipeline Company, 265,000 M. ¢. f. per day. 
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Moreover, the communities of Burlington and Brown’s Lake in 
Racine County, and Lyons, Springfield, Lake Geneva, Elkhorn, 
Delavan, Delavan Lake, Darien, Williams Bay, Fontana and Wal- 
worth, all in Walworth County, have expressed their desire for 
natural gas service, and have authorized its substitution in lieu of 
manufactured gas. 

The Public Service Commission of Wisconsin, in its opinion of 
July 17, 1945, expressed itself with respect to the substitution of 
natural gas in lieu of manufactured gas as it affects the public in- 
terest of the communities referred to as follows: 


We are satisfied that the introduction of natural gas into the territory 
served by Wisconsin Southern Gas Company will tend to the economic benefit 
of all of the portion of the public which resided within that territory. This 
eventually will redound to the interest not only of the railroads but likewise 
to the public generally even though it may result in the sale, distribution, or 
handling of less coal or other solid or liquid fuels. 


The Wisconsin commission, in making this declaration, stated 
that it had given consideration to all of the evidence with respect 
to the social and economic effects of the proposed substitution upon 
employment, existing business and industries, railroads and other 
transportation agencies and facilities. 

The introduction of natural gas as proposed by the applicant will 
provide the people of Southeastern Wisconsin with an assured source 
of supply and will insure the maintenance and continuity of adequate 
gas service. Additionally, it will also result in lower rates to the 
benefit of the general public. We conclude that the public interest 
will be best served by the substitution of natural gas for manu- 
factured gas. 


CONCLUSION 


After carefully weighing the testimony and other evidentiary mat- 
ter, we are constrained to hold that the public interest requires that 
the Natural Gas Pipeline Company of America be directed to ex- 
tend its transportation facilities and establish a physical connection 
of such facilities with those proposed by the Wisconsin Southern 
Gas Company, and deliver and sell natural gas to applicant for dis- 
tribution in those communities in southeastern Wisconsin in which 
it has been authorized to sell natural gas. 

In this ‘connection it is noted that Pipeline Company’s 20-inch 
line above referred to, extending from a point beginning at its Gen- 
eseo compressor station northward for approximately 29 miles to a 
point just southeast of the Illinois- Wisconsin State line near Burling- 
ton, Wisconsin, was in place but not in operation on February 7, 
1942. Therefore, the construction and operation of such pipeline 
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facilities was not validated by our certificate of public convenience 
and necessity issued on October 13, 1942, /n the Matter of Natural 
Gas Pipeline Company of America et al., docket No. G-235, 3 F. P. C. 
830. 

Our action in this matter is not to be construed as validating the 
operation of the said 20-inch line except as required to make the 
deliveries ordered herein or as may otherwise be specifically author- 
ized by order of this Commission, nor shall it be interpreted as 
approving the operation of such line in accordance with the pro- 
posal of Pipeline Company /n the Matter of Natural Gas Pipeline 
Company of America and Texoma Natural Gas Company, docket 
No. G-651. 

We further find that the proposed construction and transporta- 
tion of natural gas by Wisconsin Southern Gas Company will be 
required by the present and future public convenience and necessity. 
Wisconsin Southern has shown that it is able and willing properly 
to do the acts and perform the service proposed and to conform to 
the provisions of the Act and the requirements, rules and regulations 
thereunder. 

An appropriate order will be entered in conformity with this 
opinion. 

Bast. Man ty. 
Levanp O ps. 
Craupe L. Draper. 
Netson Lee Smiru. 


Order requiring extension of facilities and issuing 
certificate of public convenience and necessity 


Wisconsin Southern Gas Company 
(G-236, G-536) 


Upon consideration of the applications in the above entitled pro- 
ceedings and the record thereon, the Commission having on this date 


adopted its opinion in this matter, which is hereby made a part here- 
of by reference; 


The Commission finds that : 

(1) Natural Gas Pipeline Company of America is a “natural-gas 
company” within the meaning of the Natural Gas Act as heretofore 
found /n the Matter of Natural Gas Pipeline Company of America 
et. al., docket No. G-235, 3 F. P. C. 830; 

(2) It is desirable and in the public interest that Natural Gas 
Pipeline of America extend its transportation facilities subject to 
the jurisdiction of this Commission and establish physical connec- 
tion of such facilities with the proposed facilities of the Wisconsin 
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Southern Gas Company (applicant) for the purpose of delivering 
and selling natural gas .to applicant by: (1) completion of the con- 
struction of its 20-inch pipeline, extending from a point at its.com- 
pressor station at Geneseo, Illinois, approximately 29 miles in a 
generally northward direction to a point southwest of the I]linois- 
Wisconsin State line near Burlington, Wisconsin, by installing the 
necessary crossings under two railroads in McHenry County, Illinois; 
and (ii) construction of approximately 6,000 feet of 34-inch O. D. 
and 44-inch O. D. gas pipeline and appurtenant facilities to extend 
from a point on its 20-inch pipeline near Richmond, Illinois, in a 
northerly direction in McHenry County to a point at or near the 
Iilinois- Wisconsin State line; 

(3) The construction and operation of the facilities referred to 
in paragraph (2) above and the proposed delivery of natural gas 
to supply the requirements of the applicant will not place any undue 
burden upon Natural Gas Pipeline Company of America, and will 
not impair its ability to render adequate service to its customers; 

(4) Natural Gas Pipeline Company of America has expressed its 
willingness to construct and operate the necessary facilities in order 
to effect the delivery of natural gas to applicant ; 

(5) The proposed construction and operation by applicant of the 
facilities described in its application (docket No. G-536) and sup- 
plements thereto are and will be required by the present and future 
public convenience and necessity, and a certificate authorizing the 
proposed construction and operation should be issued as hereinafter 
ordered and conditioned ; 

(6) Applicant, upon completion and operation of the facilities 
referred to in paragraph (5). above, will be a “natural-gas company” 
within the meaning of the Natural Gas Act; 

(7) Applicant is able and willing properly to do the acts and per- 
form the service proposed and to conform to the provisions of the 
Natural Gas Act, as amended, and the rules, requirements and reg- 
ulations of the Commission thereunder ; 

The Commission orders that: 

(A) A certificate of public convenience and necessity be and it 
is hereby issued authorizing Wisconsin Southern Gas Company to 
construct the proposed facilities described in its application and 
exhibits appended thereto, and to operate its present and proposed 
facilities, subject to the jurisdiction of the Commission, for the trans- 
portation of natural gas, as described in said application, upon the 
terms and conditions of this order ; 

(B) Natural Gas Pipeline Company of America shall extend its 
transportation. facilities subject to the jurisdiction of this Commis- 
sion to establish physical connection ‘of such facilities with the pro- 
posed facilities of Wisconsin Southern Gas Company, and shall de- 
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liver and sell to applicant, by means of the facilities referred to in 
paragraph (2) above, natural gas required for service to applicant’s 
ultimate consumers in the communities in which it is now authorized 
to sell natural gas in Racine and Walworth Counties, Wisconsin; 

(C). Our action in this matter shall not be construed as validating 
the operation of the said 20-inch line except as required to make the 
deliveries ordered herein or as may otherwise be specifically author- 
ized by order of this Commission ; 

(D) The certificate hereby issued shall not, be transferable and 
is without prejudice to the authority of this Commission or any other 
regulatory body with respect to rates, contracts, service, accounts, 
valuation, estimate or determination of cost, or any other matter 
whatsoever now pending or which may come before this Commission 
or other regulatory body, and nothing herein shall be construed as 
an acquiescence by this Commission in any estimate or determination 
of cost or any valuation of property’claimed or asserted ; 

(E) Nothing herein is to be construed as affecting in any manner 
the determination of the service area of either Wisconsin Southern 
or Natural Gas Pipe Line or of any other natural-gas company under 
section 7(f) of the Natural Gas Act; 

(F) The certificate hereby issued shall be effective as long as ap- 
plicant continues the operations hereby authorized in accordance with 


the provisions of the Natural Gas Act, and any pertinent rules, regu- 
lations or orders heretofore or hereafter issued by the Commission ; 

(G) Appropriate evidence of the issuance of this certificate shall 
be furnished to applicant. 





In THE MATTER OF 


MISSISSIPPI RIVER FUEL CORPORATION, HOPE 
PRODUCING COMPANY, SOUTHERN CARBON 
COMPANY, UNITED CARBON COMPANY, LA DEL 
OIL PROPERTIES, INC., THE AMALGAMATED 
COMPANY, INC., AND THE PEERLESS CARBON 
BLACK COMPANY 


Investigation on Commission’s Own Motion of Rates and Charges 
for the Sale of Natural Gas in Interstate Commerce 


G-462 
(Decided November 9, 1945) 
Syllabus 


. It has been the general practice of the Commission to determine rate 
base by ascertaining net investment in gas plant used and useful in 
rendering service, to consist of actual legitimate cost of gas plant less 
accrued depreciation, plus a reasonable allowance for working capi- 
tal. The same factors that cause annual depreciation cause existing 
depreciation which has accrued and should be deducted from the 
property investment in fixing rate base. P. 344. 

. No cash working capital allowance need be made for gas and fuel oil 
purchased and sold or for taxes, since payments for sales are received 
before payment is required be made to producers and a similar 
situation exists as to tax accruals. P. 345. 

. The requirement for cash working capital, computed on the basis of 
a period of 45 days’ lag between the actual receipt of revenues and 
the payment of related expenses, is liberal and recognizes two classes 
of expenses, one requiring no cash working capital because payable 
after receipt of related revenues and the other requiring cash pay- 
ments before the receipt of related revenues. P. 345. 

. An amount to cover emergency breaks and flood damage to the pipe 
line should not be included in cash working capital where a part of 
the cost of past items, representing repairs, is contained in the ex- 
penses upon which allowance for working capital is based, and the 
other part, representing improvements, was capitalized and is in- 
cluded in rate base. P. 345. 

. No additional allowance for increase in labor costs in 1944 over the test 
year (1943) should be made since increased revenues in 1944 more 
than offset the proposed adjustment therefor and the amount allowed 
for special guards for plant protection in test year figure, will be re- 
moved from the payroll by the termination of the war. P. 346. 

. Current premiums paid under a retirement annuity agreement with an 
insurance company for benefit of employees allowed as operating ex- 
penses. P. 347. é 
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. The net cost of respondent’s purchase of a past service annuity paid 
through charges to operating expenses during the years 1940-1943 may 
not be restated and reamortized-‘over a ten year period. P. 347. 
. Payments to customers representing portion of cost of rehabilitating 
water-gas generating equipment may not be restated and amortized 
since respondent was not legally obligated, no necessity for expendi- 
tures was shown since capacity of line exceeds daily peak demand 
of firm customers, such payments are non-recurring and cannot be 
properly included in future allowable operating expenses. P. 347. 
. Rate case expense actually paid during test year allowed in operating 
expenses rather than a larger unsupported estimate proposed. by 
respondent. P. 348. 
. In connection with proposed adjustment to reflect tax saving, respon- 
dent may not compute its income tax depreciation rate at 344% when 
it actually takes it at a rate of 4% annually and has not and does 
not propose to adjust its tax depreciation rate. P. 348. 
. Federal income tax allowance made on basis of 1943 filed return, ad- 
justed to reflect rate reduction ordered by Commission. P. 348. 
. 6% found to be fair rate of return for respondent, a seasoned well- 
developed enterprise with ample past and present provision for de- 
preciation, current high profits, established markets with great po- 
tential growth in an area which desires to convert from mixed to 
straight natural gas, and is practically risk-free. Stockholders on this 
basis would realize a yield of 9.3% on part of common stock and 
surplus associated with business over which Commission has juris- 
diction. P. 351. 
. Since respondent’s rates for natural gas sold directly to industrial cus- 
tomers are not subject to Commission’s jurisdiction, it is necessary to 
make allocation of costs of service to segregate regulated and un- 
regulated business. P. 351. 
. For the purpose of allocating cost of joint service, overall costs must 
first be determined. Cost of service here includes principally gas pur- 
chased expense, operation, maintenance and general expenses, de- 
preciation expense, taxes and return or profit, cost components classi- 
fied as “commodity” and “demand” charges. P. 351. 
. The Commission found it reasonable to allocate demand costs 51% to 
regulated sales and 49% to unregulated sales. P. 352. 
. It would be error to classify taxes, depreciation, and return exclusively 
as “demand” or “commodity” charges. Commission finds it fair to al- 
locate each 50% to “commodity” and 50% to “demand.” Pp. 358, 356. 
. Cost of gas purchased is a proper “commodity” charge, as are compres- 
sor station labor, fuel, supplies and expenses. P. 354. 
. Respondent’s attempt to have major cost items classified as “demand” 
charges would distort the facts for purpose of saddling regulated 
business with heavy costs while interrupted industrial business, im- 
mune to rate regulation, would reap an unfair advantage. P. 357. 
. A commodity rate of 13c per M.c.f. of firm gas sales to utility customers 
for resale and 14c per M.c.f. for interruptible gas sales to utility cus- 
tomers for resale, found reasonable. P. 359. 
. Respondent ordered to reduce rates subject to Commission's jurisdiction 
by not less than $945,613 annually on 1943 basis and, when Commis- 
. sion’s order of April 27, 1943 (3 F.P.C. 482), directing Interstate Na- 
tural Gas Company to reduce rates to respondent is validated by the 
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courts, to pass on the preper portion of that reduction by reductions 
to its utility customers. P. 359. 


William A. Dougherty and James L. White for the Mississippi 
River Fuel Corporation. 

Robert W. Otto and Walter EF. Sloat for The Laclede Gas Light 
Company, 

John A. Woodbridge and Francis H. Quigley for the St. Louis 
County Gas Company. 

Joseph F. Holland, Forrest G. Ferris, Jr. and George L. Stemmler 
for the City of St. Louis. 

Hon. Albert Miller, Chairman, and John P. Randolph for the 
Missouri Public Service Commission. 

Harry S. Littman and Robert L. Russell for the Federal Power 
Commission. 


By tHe Commission : 
OPINION 


In 1948, the Commission entered orders under the Natural Gas Act 
instituting an investigation of the reasonableness of all the rates sub- 
ject to the Commission’s jurisdiction, which were charged by Missis- 
sippi River Fuel Corporation and the other respondents. The Com- 
mission’s order setting this matter for hearing confined it to the 
rates of Mississippi River Fuel Corporation without prejudice to the 
investigation of the other respondents’ rates.’ 

By Commission order, The Laclede Gas Light Company and The 
St. Louis County Gas Company, both being customer companies, and 
the City of St. Louis were permitted to intervene in this proceeding. 

Hearings were held pursuant. to order, and.due notice was given 
to all interested persons.. The hearings were held in June and Au- 
gust of 1944, and consumed fourteen days. The record consists of a 
transcript of proceedings covering two thousand pages and sixty- 
four exhibits. Briefs were filed.and oral argument on the issues in- 
volved was heard by the Commission sitting en banc on June 6, 1945. 











1Concurrently with the Commission’s order of April 16, 1943, making effective a 
$422,626 annual reduction in the interstate wholesale rate charged Mississippi River 
Fuel Corporation by United Gas Pipe Line Company, an order was issued to Missis- 
sippi to show cause why it should not file new rates for gas sold for resale reflecting 
an equivalent reduction... The cost of gas purchased by Mississippi has decreased by 
that amount. Louisiana Public Service Commission y.. United Gas Pipe Line Company, 
3 F. P. C. 402, 48 P. U. R. (N. 8.) 91. 

After the Commission ordered Interstate Natural Gas Company (3 F. P. C. 416, 
48 P. U. R. (N. 8S.) 267) to reduce its: rate for gas sold to Mississippi River Fuel 
Corporation by $301,329 annually, an order was ,issued to, Mississippi on April 27, 
1943 to show cause why it should not file new rates for gas sold for resale, which 
would reflect an equivalent reduction: Interstate Natufal Gas Company appealed the 
rate reduction order and the lower rate has been stayed pending the appeal. 

Mississippi declined to reduee its rates pending the Commission’s investigation of 
all its interstate wholesale rates. 
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JURISDICTION 


Mississippi River Fuel Corporation owns no production property, 
but purchases all of its natural gas in northern Louisiana and trans- 
ports this gas through its main pipe line which extends northward 
about 500 miles through Arkansas and Missouri into Lilinois. The 
principal market for this gas is St. Louis, but Mississippi sells 
natural gas to seven companies for resale for ultimate public con- 
sumption for domestic, commercial, industrial and other uses in 
Arkansas, Missouri and Illinois. Such interstate transportation and 
interstate wholesale sales are subject to the jurisdiction of this Com- 
mission. In a former proceeding, Mississippi was determined to be 
a natural-gas company within the meaning of the Natural Gas Act, 
and that Commission finding was affirmed by the United States 
Circuit Court of Appeals in Mississippi River Fuel Corp. v. Federal 
Power Commission, 121 F, 2d 159 (CCA, 8th, 1941). Also the com- 
pany operates under a “grandfather” certificate of public conven- 
ience and necessity issued on March 1, 1944 by this Commission 
(F. P. C, docket No. G-291, infra, p. 535). 


CORPORATE AND FINANCIAL HISTORY 


Mississippi River Fuel Corporation was organized in 1928 by sev- 


eral companies, which controlled gas acreage in the Monroe and 
Richland Fields in Louisiana for the purpose of providing a mar- 
ket in St. Louis for that available natural gas. In the early days the 
gas was chiefly sold by Mississippi for industrial purposes, but dis- 
tribution company customers were subsequently acquired. In 1943, 
gas sales to direct industrial customers totalled more than 29,000,000 
M.c.f. while sales to other utilities for resale exceeded 13,600,000 
M.c.f. 

After 1935, Mississippi had outstanding $6,552,200 in common 
stock and built up a substantial surplus. It has no bonds, but the 
other half of its capital is in 244% notes held by banks. This is a 
conservatively capitalized natural gas pipeline company. The capital 
stock of Mississippi is owned, except for a relatively few shares, by 
Standard Oil Company (New Jersey), United Gas Corporation, 
United Carbon Company and Columbian Carbon Company. It has 
been controlled and managed since its inception by its original in- 
corporators, or their successors in interest, which also have supplied 
directly or through affiliates all of the company’s gas requirements. 

After the early development period when the capacity of the pipe- 
line greatly exceeded the volume of gas sold, Mississippi has enjoyed 
exceptionally high earnings, and has maintained the payment of 
large dividends to the stockholders. 

679357—46—25 
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RATE BASE 


It has been the general practice of this Commission to determine 
the rate base by ascertaining the net investment in the gas plant used 
and useful in rendering service, and adding a reasonable allowance 
for working capital. Net investment consists of actual legitimate 
cost of gas plant less accrued depreciation. Rates fixed upon such a 
basis were upheld by the United States Supreme Court in Federal 
Power Commission v. Hope Natural Gas Company, 320 U. S. 591. 

Actual legitimate cost of plant—The actual legitimate cost of 
Mississippi’s gas plant is not in dispute. We find that on December 
31, 1948, this cost of plant used and imminently useful in serving 
the customers was $23,246,126. 

Depreciation.—This case is free of the usual controversy over ac- 
crued and annual depreciation. Counsel for the company and the 
Commission entered into a stipulation, which we approve for this 
proceeding only, that a rate of 314% per annum substantially re- 
flects the average service life of Mississippi’s depreciable gas plant 
as measured by the natural gas reserves of the fields which supply 
it; that the company’s depreciation reserves per books on December 
31, 1943, substantially reflect reserves accumulated at such a rate of 
depreciation on a straight-line basis; and that the rate of 314% may 
be used on a straight-line basis for computing both the annual and 
accrued depreciation. 

The same factors that cause annual depreciation cause the existing 
depreciation which has accrued and should be deducted from the 
property investment in fixing the rate base. Computed in accordance 
with the stipulation we find that $9,812,661 (which may be compared 
with Mississippi’s book reserve of $9,995,912 of the same date) 
represents the accrued depreciation on December 31, 1943. This is 
the best measure of accrued depreciation since it represents the part 
of the investment which relates to past operations, that is, investment 
which has been consumed in service. Investment in property of a 
natural gas company is consumed due to such forces as exhaustion 
of the natural gas supply, wear, inadequacy and obsolescence. 

Working capital.—There is no substantial controversy about the 
staff’s estimate of materials and supplies, and we find that $260,562 
is a reasonable amount for these items. 

A dispute over the cash working capital requirements developed 
between the company witnesses and the staff. An analysis of the 
evidence leads us to the conclusion that the staff’s recommended al- 
lowance of $165,344 is ample. We note that the company receives 
payment for the gas it sells before it is required to pay the producers, 
so no cash working capital is needed for that purpose. The cost of 
fuel oil purchased is likewise paid after Mississippi receives the 
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money from the particular customer for which the oil was purchased. 
The same is true with respect to taxes. Actually the tax accruals are 
a source of working capital which provide a large margin over the 
amount of cash working capital requirements allowed in the rate 
base here. The requirement for cash working capital, computed on 
the basis of a period of 45 days’ lag between the actual receipt of 
revenues and the payment of related expenses is liberal. This de- 
termination recognizes the fact that there are two classes of expenses, 
one requiring no cash working capital because they are payable after 
the receipt of related revenues, and the other requiring cash pay- 
ments before the receipt of related revenues. 

The company contended for $200,000 as an amount to cover emer- 
gency breaks and flood damage to the pipeline. An inclusion of that 
amount in working capital would be improper. A part of the cost 
of replacing past line breaks or flood damage, representing repairs, 
is contained in the expenses upon which the allowance for working 
“apital is based. The other part of the cost of past line breaks, rep- 
resenting improvements, which was capitalized is included in the 
rate base. The materials kept on hand for such purposes are in- 
cluded in the materials ‘and supplies allowance for working capital. 
It would be duplication to include the cost of line breaks once in the 
allowed operating expenses and rate base, and again as a separate 
additional item. 

We find that the figure of $430,000 for materials and supplies and 
‘ash working capital is the proper allowance in this case. 

The resulting rate base as of December 31, 1943 is summarized as 
follows, and we adopt it as reasonable: 


ae legitimate cost of gas plant $23,246,126 
Jeduct : 
Accrued depreciation 9,812,661 
Contributions in aid of construction? 150,846 


Net investment 13,282,619 
Add: 


Working capital 430,000 
Rate base 413,712,619 


2This amount represents contributions in aid of construction, and does not repre- 
sent any part of Mississippi’s investment in gas plant, so it must be excluded from 
the rate base. 

3 Mississippi contends that the rate base should be the average of the amounts at 
the beginning and the end of the year instead of the year-end figure. The adopted rate 
base, however, is favorable to the company because it is greater than the claimed 
1944 rate base of $13,488,419. Also, the annual depreciation allowance of $803,200 
more than offsets the proposed plant additions, so that net investment will likely 
decrease each year. 


OPERATING REVENUES AND EXPENSES 


For rate-fixing purposes the Commission has given consideration 
to the actual operating revenues and expenses of the company for 
the years 1930-43 and the first four months of 1944. After a thorough 











346 FEDERAL POWER COMMISSION 


study it is concluded that the 1943 experience of the company, as 
disclosed by the record, is the most reliable guide. 

Operating revenues.—The volume of gas sold and the revenues 
received by Mississippi in 1943 are found to have been as follows: 





1943 

Average 

M.c.f. price 
M.c.f£.4 ratio% Revenues per M.c.f. 

Unregulated sales : c 
Firm industrial _._..__._.- 17,778,503 . $3,920,227 22.05 
Interruptible industrial__-_ 11,561,470 A 1,824,991 15.79 
Total unregulated sales_ 29,339,973 ; 5,745,218 19.58 

Regulated sales: 

Deities das sche ndeee 13,695,401 J 3,497,918 25.54 
fo) 43,035,374 J 9,243,136 21.48 





*All quantities of gas stated in this opinion are on a uniform pressure base of 
14.9 pounds per square inch. 


'Sales to Crossett Lumber Company are excluded. Gas is sold to this company 
at 6c per M.c.f. after being purchased by Mississippi for 4c; the difference, in effect. 
is a transportation charge which we find is the cost of that service. 

In 1942 the comparable total volume of gas sales was $41,985,048 
M.c.f., and the gas sales revenues were $8,745,729. In 1941 the total 
gas sales were 40,485,134 M.c.f., and the related revenues were $8,- 
099,037. There has been a steady increase in Mississippi’s volume of 
sales in recent years, especially to utilities for resale. 

Operating expenses.—The Commission has considered the com- 
pany’s operating expenses as recorded on its books, as claimed for 
rate-case purposes, and as recommended by the staff. For 1943 the 
operating expenses in dispute, exclusive of income taxes, total only 
$127,470 and we shall discuss the disputed amounts. 

The company contends that the 1943 operating expenses, per books, 
do not fully reflect certain increases in labor costs which it experi- 
enced. in 1944. It computed an amount of $96,441 and claimed this 
reflected an increase in the pay of regular employees caused by 
changing the work week from 40 to 48 hours, and an increase in 
the daily pay rate of certain casual employees. The company ad- 
mittedly used a short-cut method for this computation which proved 
to be erroneous. The 1943 payrolls, included in our test year operat- 
ing expenses, reflect the change made May 1, 1943 to the 48-hour 
week as a temporary emergency measure. A time-and-one-half rate 
was paid for the overtime of 8 hours per week for a period of eight 
months in 1943. Mississippi states that 1943 operating costs should 
be adjusted to reflect a full year at overtime rates. The evidence 
shows that such an adjustment, plus the increases in casual labor 
costs in 1944, would amount to only $12,000. It would be improper 
to add this 1944 increase to the test year operating expenses, because 
revenues during the first four months of 1944 increased $73,000 
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which more than offsets the $12,000. Also contained in the 1943 
operating expenses allowed in this case is the $65,000 labor cost for 
11 special guards employed for plant protection during the war. 
The company payroll will decrease by that amount due to the termi- 
nation of the war. We conclude, therefore, that by including in our 
test year operating expenses the temporary overtime paid for eight 
months in 1943, and the cost of special guards for plant protection 
in 1943, ample allowance has been made for the wage increases an- 
ticipated by respondent in its presentation. 

In 1939 the company entered into a retirement annuity agreement 
with an insurance company for the benefit of its employees. This 
agreement covered both past and current service premiums. Deduc- 
tions are made from employees’ salaries and like amounts added by 
the company to pay current service premiums. We will allow these 
current sums paid by the company as part of operating expenses. 
Another type of premium relates to past service rendered prior to 
1940 and the company agreed to purchase the entire past service an- 
nuity at its own expense. The net cost to the company was claimed to 
be $239,805 and was paid during 1940-19438, inclusive, through charges 
to operating expenses. For the purpose of this case, the company seeks 
to restate and then reamortize these expenses again over a ten year 
period. This is a non-recurring expense. The company has not shown 
sufficient justification for resurrecting the past service premiums, 
which have been covered by revenues and eliminated from its books. 

In 1943, Mississippi made payments to its customers, The Laclede 
Gas Light Company and The St. Louis County Gas Company of 
$25,679 and $892 respectively. These payments represent a portion 
of the cost of rehabilitating water-gas generating equipment. Mis- 
sissippi was not legally obligated to pay these amounts. No neces- 
sity has been shown for this expenditure by Mississippi since the 
capacity of its pipeline exceeds the highest daily demand of its firm 
customers. Such payments-are non-recurring expenses and cannot 
be properly included in future allowable operating expenses. The 
company proposes to reinstate and then amortize these amounts over 
a five year period, but that also would be duplication because they 
were recovered once through 1943 rates. | 

This Commission ordered United Gas Pipe Line Company to re- 
duce its rates effective April 1, 1943 for gas sold to Mississippi River 
Fuel Corporation. Louisiana Public Service Commission v. United 
Gas Pipe Line Company, 3 F. P. C. 402. In order to determine the 
effect of such a reduction on a full year’s operation it: is necessary 
to adjust the cost of gas purchased by Mississippi for the first three 
months of 1943 to reflect that reduction. This produces an accurate 
test of the cost of gas purchased from United. The difference be- 
tween the company’s adjustment for this purchased gas and the 


348 FEDERAL POWER COMMISSION 


staff’s figure is $1,733. We adopt the staff’s adjustment of $105,108 
made for the cost of gas purchased from United during the first 
quarter of 1943, because it is more accurate. 

Rate case expenses of $13,946, which were actually paid in 1943, 
will be allowed in operating expenses rather than a larger unsup- 
ported estimate proposed by the company. Our allowance over a 
period of five years will total $70,000. 

We have considered the company’s proposed adjustment to reflect 
the tax saving which would result if rates were reduced. The com- 
pany’s witnesses computed the taxes on an overall basis in much the 
same manner as shown below. The difference in the amount of taxes 
computed below and the amount claimed by the company comes from 
the treatment of tax depreciation. For income tax purposes the com- 
pany actually takes depreciation at a rate of 4% annually, but it 
computed the income tax claimed for rate case purposes as if the 
income tax depreciation rate were 314%. If the company actually in- 
tended to adjust its tax depreciation rate to 314% and pay taxes on 
that basis, we would reflect the tax increase in our computation. The 
company has not and does not propose to adjust its tax depreciation 
rate. It is, therefore, simply seeking to obtain an allowance for in- 
come taxes in excess of the required. amount, which claim has no 
merit. We find, contrary to the company’s claim, that the stipulation 
on the depreciation rate does not relate to depreciation for income 
tax purposes. 

Obviously the amount of Federal income tax allowance in this 
case should give effect to any rate reduction the Commission may 
order. Also the tax saving should be computed on the basis of tax- 
able net income shown in the 1943 return filed by the company with 
the Bureau of Internal Revenue. Applying the 6% rate of return 
found to be fair, and which is discussed in a subsequent section, the 
Federal income tax is computed thus: 


Taxable net income (1943 filed return) $2,815,497 

Add: Adjustment for cost of gas purchased from United__- 105,108 
Non-recurring payments to Laclede Gas Light Company 

and St. Louis County Gas Company 26,572 

Taxable net income, as adjusted above 2,947,177 

Revenues in excess of 6% return 2,111,404 


Balance of taxable net income 835,778 
Tax rate (normal tax 24%, surtax 16%) 
Allowance for Federal income tax 


*The company contends that taxes should not be computed on an overall basis and 
suggests what purports to be another method. To illustrate this proposal in its reply 
brief, it presented four tables. Reference to these tables shows that in each one the 
company based its tax computation on an overall return at 644%, deducted interest 
on debt and computed the tax at the 40% combined normal and surtax rate. The 


new proposal does not result in any significant modification of our treatment of in- 
come taxes. 
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The test year—We find from the evidence that Mississippi’s op- 
erating experience during the year 1943, the latest full year for 
which there is complete data in the-record, furnished the best avail- 
able guide for fixing rates for the future. After reflecting the ad- 
justments already discussed, the following operating expenses are 
found to be proper, before allocation, for such test year: 


BP RB ced Re 
Operation, maintenance and’ general___ ge SARL 1,633,982 
Depreciation 808,200 
Taxes other than Fe@eral income 317,460 
PE, DOORS BOT facil nenightnBetite tenia itdtinssetianttetihis 334,309 

Total ~ 6,308,975 


The evidence reveals that Mississippi’s operating revenues for the 
first four months of 1944 were greater than the comparable period 
in 1943, and that the estimate for the entire year 1944 shows an in- 
crease in the net operating revenue. The company now contends, 
however, that 1943 will not be a good test period because of the ap- 
proaching curtailment of the use of natural gas for war production. 
It claims that the revenues will decrease more than its operating 
expenses with a resulting decrease in net earnings. Testimony shows 
that six of the utility customer companies of Mississippi expect to 
increase their requirements for natural gas in the future. The Lac- 
lede Gas Light Company has a large industrial consumer in war 
production whose loss can be met by converting local consumers in 
St. Louis from mixed to straight natural gas. The Board of Public 
Service of St. Louis has a commitment from Laclede to distribute 
natural gas when it becomes economically practicable, and that time 
appears imminent in our opinion. The Missouri Public Utility Com- 
mission stated that Laclede should change from mixed to natural gas 
about 1946. Sales of gas in St. Louis are far from the saturation 
point when compared with per customer sales in other cities, and it 
is common knowledge that St. Louis has great peacetime industries. 


RATE OF RETURN 


Many factors enter into the determination of what constitutes a 
fair rate of return in a rate case. The Supreme Court has stated the 
principal factors. It has said the return of a public utility should 
be sufficient to assure confidence in the financial soundness of the 
utility, to maintain its credit, to enable it to attract the capital neces- 
sary for the proper discharge of its public duties, and that it should 
equal the return generally being made on investments in other enter- 
prises attended by corresponding risk. Bluefield Water Works & 
Improvement Company v. Publie Service Commission, 262 U.S. 679. 
The court recently observed that revenues should be adequate to cover 
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operating expenses and the capital cost of the business, which include 
service on the debt and dividends on the stock. Federal Power Com- 
mission v. Hope Natural Gas Company, 320 U.S. 591. The company 
offered no evidence on rate of return, but the staff presented com- 
prehensive evidence on the subject. The information includes in- 
vestors’ appraisal of the natural gas industry, data on comparative 
risks of enterprises, interest rates and yields on natural gas and elec- 
tric utility securities, idle investment funds, cost of money trends, 
recent financing, data on economic conditions in the general area 
served by this company, indices on general e@onomic conditions, and 
the financial history of Mississippi River Fuel Corporation. The 
evidence shows that the utility business has relatively greater stability 
compared with railroad and industrial enterprises. Also, the natural- 
gas utilities are favorably situated from a financial viewpoint. Sta- 
tistics on revenues, volume of sales, and number of customers present 
a picture of steady advancement. 

The level of interest rates, in a sense, is a barometer of the yield 
and relative return required by investors on various types and qual- 
ities of securities. The interest rates on bonds of domestic corpora- 
tions are low, Moody’s composite bond yield average having fluc- 
tuated between 3.27% and 3.08% recently. Yields on U. S. Treasury 
bonds callable after twelve years have been about 2%. The record 
discloses that natural-gas companies have been able to float security 
issues at unusually low interest rates within recent years. Yields of 
3% and less to the purchasers of bonds and notes of natural-gas 
companies are, not uncommon. Also, such utilities have been able to 
refund securities at comparably low rates. It should be noted that 
common stocks of natural-gas companies are largely possessed by 
holding companies or other affiliates. In its service, its rapid growth 
and favorable future prospects the natural-gas business is similar 
to the electric industry; and current trends of interest rates and 
yields on securities of electric and natural-gas utilities have been 
parallel. The evidence reveals for 1943 that the interest on electric 
bonds was around 3% and the average annual yield on preferred 
stock was 4.79% and on common stock was 7.30%. 

The company is a seasoned well-developed enterprise with ample 
past and present provisions for depreciation and current high profits. 
It has established markets with great potential growth in the popu- 
lous and industrialized St. Louis area, which desires to convert from 
mixed gas to the superior fuel—straight natural gas. Mississippi is 
practically risk-free and good evidence of this is the fact that it 
borrowed in 1940 and 1941, $9,500,000 from banks at an interest rate 
of 234%. About fifty percent of its capital is presently in‘ 214% 
notes and the other fifty percent is in $6,500,000 of common stock 
and $337,738 surplus. All of the evidence points to Mississippi’s 
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strong position, which enables it to attract capital upon favorable 
terms when it is required. After considering all relevant factors, 
we find that under the circumstances presented in this proceeding 6% 
is the maximum rate of return which can be called fair for Missis- 
sippi to earn from its regulated sales to the utility customers. This 
means that on the part of the common stock and surplus deemed as- 
sociated with the business over which we have jurisdiction, the stock- 
holders would realize a yield of 9.3%. However, the direct industrial 
sales are not regulated, so the stockholders will receive much higher 
compensation. 


ALLOCATION OF COST OF SERVICE 


From the beginning, the business of the company has been pre- 
dominantly the sale of natural gas to industries, but the proportion 
of the sales to utilities for resale has increased constantly to the 
point where revenues from sales to utilities for resale constituted 
32% of the total in 1943. The company estimates that in the im- 
mediate post-war period revenues from sales to utilities will be about 
35% of the total. Mississippi has then two classes of customers— 
utility and industrial. The rates for gas sold directly to industrial 
customers are not subject to our jurisdiction, so it is necessary to 
make an allocation of costs of service to’ segregate the regulated and 
unregulated business.?7 Such an allocation will also serve as a guide 
to reasonable rates for gas sold to the utility customers for resale. 

It is fundamental that where facilities are used jointly the overall 
costs must be determined before an allocation of costs can be made. 
The factors in the cost of service are largely joint costs and if each 
is apportioned in a manner consistent with the use and benefits de- 
rived, the resulting cost of service assigned to each class of service 
will be accurate. We use a method of cost allocation for natural gas 
pipeline companies which reflects the conditions, priorities and char- 
acteristics of natural gas service. 

The cost of service in this case is composed of the following prin- 
cipal items: gas purchased expense; operation, maintenance and gen- 
eral expenses; depreciation expense; taxes, and return or profit. 
These cost components are classified as “commodity” and “demand” 
charges for the purpose of allocating them to the classes of customers. 
In general the “commodity” costs vary with the volume of gas sales 
and the “demand” costs vary with the demands made on the pipe- 
line’s capacity. The ratio of the annual volume of gas sold in 1943 
to each class of customers is the basis for allocating “commodity” 
charges. 

The basis for allocating the “demand” charges is the ratio of the 


™The Supreme Court sanctioned this method in Colorado Interstate Co. v. Federal 
Power Commission, 324 U. 8. 581. 
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various classes of demands to the capacity of the system. We recog- 
nize that the firm. gas customers have the contract right to receive 
priority service and that the interruptible customers must curtail 
their demands to the remaining system capacity. The system capac- 
ity and the use of that capacity during the period of most severe 
operating conditions and on the coincidental system peak day are 
the important conditions which influence “demand” costs. The per- 
centage of “demand” cost applicable to regulated sales varies from 
45% to 54% during the 1943-44 winter season, computed upon the 
following peak day data: 
Percent 

System peak day—Feb. 14, 1944 

Firm gas peak day—Jan,. 7, 1944 

Firm gas peak day—Dec. 16, 1943 

Firm gas peak period—Dec. 14-17, 1943 


Average 


The most severe operating condition occurred during the four day 
period December 14-17, 1943. The sustained demand on the system 
capacity required deliveries of 221,420 M.c.f. to firm industrial cus- 
tomers and 273,940 M.c.f. to resale customers. The average for this 
period was 55,355 M.c.f. and 68,485 M.c.f., respectively, being a 


total of 123,840 M.c.f. required for firm deliveries. The difference 
between this maximum sustained demand or firm customers and the 
system capacity of approximately 135,000 M.c.f. is 11,160 M.c.f. 
which is the capacity left for the interruptible customers for alloca- 
tion purposes. These demand data for the maximum sustained de- 
mand and the system peak day are summarized below: 


System peak Demand System Demand 
day-M.c.f. ratio-% capacity-M.c.f. ratio-% 


Unregulated sales: 
Firm industrial 47,488 34.95 55,355 
Interruptible industrial__-_ 27,269 20.07 11,160 


Total industrial 74,757 55.02 66,515 
Regulated sales: 
Sales to utilities 61,109 44.98 68,485 


Total sales 135,866 100.00 135,000 


The above tabulation discloses that from 45% to 50.7% of the 
demand costs are applicable to the regulated sales, 

Considering the required demand during the period of most severe 
operating conditions, the system peak day, and other demand data 
we conclude that it is reasonable to allocate 51% of the “demand” 
cost to regulated sales and 49% to unregulated sales, of which latter 
figure, 41% applies to firm sales and 8% to interruptible sales. It 
is also noted that interruptible industrials actually received almost 
as much gas during the year 1943 as the utility customers, but are 
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allocated only 8% of the “demand” costs as compared with 51% al- 
located to utility customers. Other “peak-day” bases of allocating 
“demand” costs would result in assigning from 1.81% to 20.07% of 
“demand” cost applicable to interruptible industrials for the year 
1943. 

Costs associated with investment in plant are often referred to as 
“fixed charges.” The reason for this comes from the fact that once 
the investment is made in a given amount of pipeline capacity it re- 
mains relatively stable unless the capacity is increased. Such items 
as depreciation, property taxes and return are, therefore, principally 
fixed with relation to the investment in capacity. Income taxes are 
associated with the return earned and are also related to the invest- 
went of a regulated company. Mississippi now contends that all 
taxes, depreciation and return should be classified as “demand” 
charges, because they are proportional to plant and do not vary with 
the annual volume of gas sales, This would be inequitable, because 
the industrial customers who were interrupted during the peak period 
are then assigned no depreciation expenses, taxes or return even 
though the facilities of the company are used most of the time to 
transport large quantities of gas to these customers. Surely the cus- 
tomers interrupted only a few days a year should not receive free use 
of the pipeline with the result that the customers served during the 
peak period pay all those costs. 

It is manifestly error to allocate these items of cost exclusively to 
“demand” or to “commodity” for additional reasons we give in a 
later section. 

From the evidence and the exercise of informed judgment, we find 
that the following classification of cost of service is reasonable and 
proper: 
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Cost of service 





Total Commodity *Other 





Cost of gas purchased ~...--~----~- Gomme ees 422s $3,220,024 j.-........ 
Transmission—Operation : 
Supervision and engineering--_- fh abel eg es 
Purchased gas expense ~_.~-~-~-~- SI I caine devine enibiceaal 26,026 }|...--4246 
Compressor station labor ~..~-~- 7 
Meas. & reg. station labor___-_- IS OTO 1... «,, Rate A-dentne ee 
Comp. sta. a & expense_.| 135,414 }|_---~------- 135,414 sselhaseeenebdiend 
Comp tation fuel ..........-..|,, 264,006 h--.--..---- 264,036. |...~...--+ 
Meas. & reg. sta. sup. & exp._- 
Transmission mains—labor —_~- 
Trans. mains sup. & exp. ~----- 
Transmission maps & records__- 
Transmission—Maintenance : 
Supervision and engineering_-_-~- 
Compressor station structures__ 
Other trans, structures _._.~-~- 
Meas. & reg. station structures_ 
Transmission mains ~~ ~-~~.~-~-~- 
Compressor station equipment__ 
Meas. & reg. station equip.__—~- 
Other trans. equipment —_-~--~- 
Other transmission expense : 
ee nn ol. Sohne we 
Fuel oil—Revenue 
Fuel oil—Expense 












141,055 


8,576 
790 


8,083 













$38,995 










Crossett Lumber Co.—Revenue__. (111,084) 
Crossett Lumber Co.—Expense_ -- 838 (32,245) 
Miscellaneous receipts ~-...---~- (10,375) (10,375) 






































Subtotal—transmis. exp. ~---|" 1,272,855 252,833 981,027 38,995 
Distribution expense ..-..--._----~ 33,878 18,816 15,062 
Customers accounting and coll, —--- 33,121 33,121 
Administrative and general ~.-.-~-~ 294,128 100,592 178,124 15,412 
Total operation and mainten.| 1,633,982 372,241 1,159,151 | 102,590 
Depreciation 2.2. ......-._..-_- 803,200 401,600 — 401,600 
Taxes, except federal income —. ~~~ 317,460 158,730 158,730 
**Federal income tax —~__-.__-____ 334,309 167,154 167,155 
epere Ot CG POTCUN nce eencsne 822,757 411,378 411,379 | 
Total cost of service ________ 7,131,732 1,511,103 5,518,039 102,590 





* When items of expense are applicable to a particular sale they are excluded from 
the “commodity” and “demand” groups, and either charged directly or in proportion 
to the number of metering points. . 


** No excess profits taxes accrue under a 6 percent rate of return. 
( ) Denotes credit items. 


The principal items in the foregoing tabulation will be explained 
to show the reasoning behind the findings. First, the cost of gas pur- 
chased in the amount of $3,220,024 is obviously a proper “commodity” 
charge. The average cost of gas purchased is thereby assigned to 
the volume of gas sold to each class of customers. There is no con- 
troyersy about this classification. The expense incurred in connection 
with purchasing gas is also classified as a “commodity” charge, since 
it applies to gas purchased, and should be assigned to the customers 
who receive the gas. 

The operation of the compressor stations depends largely upon 
the volume of gas pumped or engine hours operated. The cost of 
operating the compressors is charged to the following accounts: 


POMP "OUNCE, NN inn no ine et ted egret eee $297,738 
Compressor station supplies and expense_______________________ 135,414 
Gomenceuiet  ebebion' Gaels.) io co ice resi eis ele al 264,086 
Maintenance of compressor station equipment._.....:....--._____ 212,607 

Total ~ 909,795 


909,795 
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The company alleges that 75% of compressor station labor and 25% 
of the maintenance of the engines should be charged to “demand.” 
There are no facts to support this and it is contrary to testimony 
of company witnesses. Mississippi’s president, chief accountant and 
other allocation witnesses all testified that the compressor station 
costs shown above are approximately proportional to the volume of 
gas compressed. Engine oilers are a large part of compressor station 
labor costs, and they work when the engines are operating. Such 
labor cost is related to the volume of gas compressed and is a proper 
“commodity” charge. Obviously the interrupted customers should 
pay a share of the labor cost of pumping gas to them. The company 
admits that the fuel, supplies and expenses of the compressor stations 
are “commodity” charges, and to be consistent the time of oilers and 
engine operators should be deemed “commodity” costs. Maintenance 
of the compressors is proportional to the operation and clearly fits 
the category of a “commodity” charge. 

Operation and maintenance supervision and engineering costs have 
been prorated on the basis of the supervised expenditures of the 
respective groups, and this is equitable. General and administrative 
expenses have been prorated on the basis of supervised expenditures, 
exclusive of gas purchased. 

The record does not support the company’s claim that depreciation 
expense is not related in any manner to the volume of gas sales, and 
that this item should be considered a “demand” charge. Mississippi 
is engaged in a wasting-asset business and it has stipulated that the 
depreciation rate reflects consideration of the associated natural gas 
reserves. In this case, functional rather than physical depreciation is 
controlling because the overall quantity and output of the natural 
gas resource fixes the service life of the pipeline. It is evident that 
the volume of gas used by interruptible customers does contribute to 
functional depreciation. Here again it would be improper to allocate 
depreciation expense exclusively to the “commodity” or “demand” 
classification, and we concluded that it should be assigned equally to 
those categories. 

No attempt is made to limit the return from the business which is 
beyond our jurisdiction. In making a cost of service study, it is ne- 
cessary to determine the expenses on an over-all basis before they can 
be properly allocated. One of the expenses which must be calculated 
on an over-all basis is the income tax. The tax is determined by the 
taxing authorities with reference to the business as a whole and that, 
necessarily, must be our starting point. For the purposes of simplicity 
as well as accuracy of the computation, the income tax is com- 
puted at what it would have been if the return on the company’s 
entire business were limited to 6 percent, the reasonable rate of re- 
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turn for the jurisdictional business. When a tax computed in this 
manner is allocated, automatically the amount assigned to the juris- 
dictional business equates to the tax which is associated with the 6 
percent return on that business. It should be emphasized that the 
calculation is made solely for the purpose of determining the tax 
which applies to the regulated business. The company, by reason of 
higher earnings, may pay a much higher tax on its non-regulated 
business, but this, under the Natural Gas Act, is no concern of the 
Federal Power Commission. 

A similar computation is made in respect to the rate of return. 
The problem is to find the amount of return at the 6 percent rate, 
which pertains to the regulated business. The first step in this proc- 
ess is the calculation of a 6 percent return on the net investment of 
the company as a whole, and when this figure has been obtained the 
proper part of it is allocated to the jurisdictional business. In this 
manner the return applicable to the jurisdictional sales is ascertained. 
The return on the non-regulated business may be, and in this case is, 
substantially in excess of 6 percent, but this part of the business is 
not subject to the jurisdiction of the Federal Power Commission 
under the Natural Gas Act. 

We have assigned return 50 percent to “commodity” and 50 per- 
cent to “demand,” which is fair in our judgment. Thus, return, as an 
item of cost, is associated partly with the volume of gas sold and 
partly with the time the service is rendered at the demand of cus- 
tomers. Both “commodity” and “demand” elements must be recog- 
nized in this connection because they are both factors in the incidence 
of this cost. The problem, in other words, is one of weighting the fac- 
tors in accordance with their significance from the viewpoint of cost 
incidence. Return is a capital cost. The capital invested in the fa- 
cilities of the company is used throughout the year, as well as during 
peak periods, the investment being necessary to take care of both 
volume and demand requirements. A natural gas company is not in 
business for the purpose of making sales on the peak days only, but 
on the other hand, it would not be able to sell large quantities of 
gas if it were not enabled to take care of reasonable peak day re- 
quirements. Accordingly, we find both the commodity and the de- 
mand elements of importance and for the purpose of this proceeding 
we weight them equally. Income taxes are directly connected with 
return and are allocated in the same 50-50 manner. Property taxes 
are treated consistently and similarly. 

The allocation of the “demand,” “commodity” and “other” costs 
to the classes of sales is set forth as follows: 
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Demand Commodity 


Total cost 


of service 
Ratio Amount Ratio* Amount 


Unregulated sales : 


Firm industrial —_ %| $ 619,552 41.3%| $2,278,950 J $2,922,962 
Interruptible 


industrial --~~- 120,888 26.9 1,484,352 51,225 1,656,465 


Total industrial 740,440 | 68.2 3,763,302 75,685 4,579,427 
Regulated sales: 


Sales to utilities_| | 770,663 " 1,754,736 2,552,305 
Total sales____| 100% 1,511,103 Y 5,518,038 | 102,591 7,131,732 


The final result summarized below shows that the company re- 
ceives 15.8 cents per M.c.f. for gas sold to interruptible industrials 
which exceeds the 14.3 cents average cost, including the allowance 
for return, for this class of business. The excess received over return 
at 6%, expressed in dollars, is $168,526 from the interruptible sales 
and $997,265 from the firm industrials or a total of $1,165,791 from 
the non-jurisdictional business.’ 


Average per M.c.f. 
- Cost of Excess 
Revenues service revenues 


Cost of 
Revenues | service 


Firm industrial 3,920, $2,922,962 $ 997,265 
Interruptible ,824,¢ 1,656,465 168,526 
Total industrial —__ f 5, 4,579,427 1,165,791 
Regulated sales : 
Sales to utilities 3,497, § 2,552,305 945,613 
Total sales 2 < 2,111,404 | 


16.44¢ 
14.33 


15.61 


18.64 
16.57¢ 


ou 
a 


ml en 
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| 
see S Oban Ye see Wene Lb A 
Unregulated sales : ot 


to 7 
. 
> 





The company’s attempt to have the major cost items classified as 
“demand” charges would distort the facts for the purpose of saddling 
the regulated business with heavy costs, while the interrupted in- 


dustrial business, which is immune to rate regulation, would reap 
an unfair advantage.® 


REASONABLE EARNINGS AND RATES FOR THE FUTURE 


Rates for the future must be fixed for the regulated portion of 
Mississippi’s business. This involves consideration of present earn- 


* Under one method advoeated by the company only 2.7% of the return and income 
taxes would be allocated as a cost to the interruptible sales. The excess of revenue 
over such cost is shown to be $655,000. Thus a paradox is created because the sales 
which it is claimed actually produce a large return would be allocated only a meager 
portion of return and income tax as a cost. The company presented six methods of cost 
allocations for the year 1943 showing excess revenues over a 644% return ranging 
from $191,035 to $763,754 for the regulated business. 

*“Interruptible” industrial customers are those subject to curtailment of gas de- 


liveries on short notice under the rate contracts. “Interrupted” industrial customers 
are those actually curtailed during peak periods. 
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ings and future prospects. As we have stated, the best beacon here 
is the company’s 1943 experience. The following table shows the 
sales, revenues, revenue deductions, return at 6% on the rate base, 
and the excess reyenue over the fair return as allocated between the 
regulated and unregulated business for the test year 1943: 


Unregulated 
sales 





Regulated 
Item Total sales 


















Bit UI ah hirer erence penerecomens 43,035,374 | 13,695,401 29,339,973 





Ts a EE RTI HET $ 9,243,136 | $ 3,497,918 $ 5,745,218 

Operating revenue deductions : 
Cost of gas purchased —-.--._~_---_~--~-. 3,220,024 1,023,968 2,196,056 
Operation and maintenance ~..--.----~-~~. 1,633,982 585,359 1,048,623 
III nM ee dn etal 803,200 332,525 470,675 
Taxes, except Federal income —---~~---. 317,460 131,428 186,032 
Wéders! inceme-tes — 8 once ons 334,309 138,404 195,905 
Mota] oper. rev. ded. ...--.---L---~.., 6,308,975 2,211,684 4,097,291 




















Net operating revenue ~.....-....._..-_-_-_. 2,934,161 1,286,234 1,647,927 
ResdFe Ot 'S9p [lL lca. ____ 822,757 _ 340,621 482,136 . 
gges SOTRIINR 2.34. denon bndnendnsapkenees 2,111,404 
Excess revenue over 6% return on regulated j|---------~-- 945,613 

business. 





Excess revenue over 6% return on unregulated |__-__-------|------------ 1,165,791 
business. | 












The tabulation shows that Mississippi’s regulated rates are unrea- 
sonable to the extent of $945,613 annually, when applied to the 1943 
volume of sales. We will prescribe reasonable rates for the gas sold 
to utilities for resale, but leave untouched the lucrative unregulated 
business. The non-jurisdictional sales produce revenues of $1,165,791 
in excess of a 6% return, but of course we do not attempt to adjust 
such rates. 

Three of the seven utility customers purchase gas for resale to 
interruptible industrial consumers. Our cost allocation reveals that 
the average cost, including return, of interruptible gas is about 14c 
per M.c.f. The following computation shows that a commodity rate 
of 14¢ per M.c.f. for the regulated interruptible sales and a demand 
and-commodity type rate for firm gas under which the commodity 
element is 13c will enable Mississippi to recover through revenues 
the cost of service allocated to regulated sales for the year 1943: 





Annual sales 
M.c.f. 









Regulated sales Revenues 























I ill atin arnliincmrcls cncaltiaenineeeneninitianials 
Se rae aren 763,357 106,870 


Total commodity 13,695,401 |_..---___ 1,788,036 
Fiem ceales—Demeané Tat0sa) ou cnn isbiie sd hn See cn da] onc sucese 764,269 


Total cost of service—regulated sales" _|...........--|_.--.---- 2,552,305 


12,932,044 $1,681,166 












*” The rate of 14¢ per M.c.f. reflects the fact that interruptible customers should bear 
a portion of demand costs in this case. 

“It is impracticable to fix rates with a greater degree of refinement than the slight 
differences between revenues shown above for commodity and demand and the figures 
appearing under the allocation of costs for those elements. 
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We conclude that uniform demand and commodity rates for firm 
regulated sales are appropriate in this case. We find that a com- 
modity rate of 13c per M.c.f. of firm gas sales to utility customers 
for resale is reasonable. We will permit Mississippi to complete 
the demand portion ofthe regulated rates, Mississippi is entitled 
to collect $764,269 from the firm sales to utilities for resale in the 
form of a demand charge based upon the billing demand data for 
the year 1943. This will provide the company an opportunity to 
submit a demand rate within the bounds fixed above, which will 
best meet its operating conditions and promote the efficient use of 
its pipeline system capacity. We also find that a rate of 14c per 
M.c.f. for interruptible gas sales to utility customers for a resale 
is reasonable, 

Assuming no reduction in the present Federal 85.5% excess profits 
tax and the 40% combined normal and surtax on corporate in- 
comes, a reduction in Mississippi’s gross revenues results in a re- 
duction in net operating revenue of only 21.54%. Thus the rate re- 
duction of $945,613 would result in a reduction of net income in the 
amount of $203,685 due to the income tax sayings. In 1943 the 
company had earnings of $1,239,842 available for common stock and 
surplus which is a yield of 18% to stockholders. Thus a rate reduc- 
tion of $945,613 would reduce this net operating income by only 
$203,685, leaving a yield of 15% for common stock and surplus. 
A reduction in Federal tax rates will leave a much larger yield for 
the stockholders. 

The cost of gas purchased by Mississippi from its affiliate, Inter- 
state Natural Gas Company, will decrease in the event the review- 
ing Court upholds this Commission’s 1943 order reducing the rate 
by $301,329. The prescribed rate has been stayed pending Court 
review and the excess revenues over the ordered rate are being im- 
pounded. Mississippi will receive an unearned windfall when the 
rate is declared, valid by the court and refunds ordered. Under 
the authority to fix rates for the future, however, the Commission 
will direct Mississippi to pass on the proper portion of that reduc- 
tion to the customers purchasing gas for resale. This cost of gas 
purchased by Mississippi is a “commodity” charge, and when final 
judicial review validates the reduction, Mississippi should reduce 
its rates to the seven utility customers by the proportion of the vol- 
umes of gas it sells to these utilities to the total volume of gas 
sales in the year of the final judicial decision. 

Since Mississippi’s business may be affected by future develop- 
ments in its market areas, we will take steps to keep currently in- 
formed about the effect of these new rates by requiring a semi-annual 
report on operating revenues. 

679357—46—26 
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Appropriate findings and order will be entered in accordance with 
this opinion. 
LeLAnp OLDs. 
Ciaupe L. Draper. 
Ricuarp SAcHsE. 
Netson Lee Smiru. 
HARRINGTON WIMBERLY. 


Order reducing rates 
Mississippi River Fuel Corporation, et al. 


(G-462) 


Upon consideration of the orders previously entered in these pro- 
ceedings, the evidence of record, the briefs and oral arguments, 
and the Commission having on this date issued its opinion in this 


matter, which is incorporated by reference and made a part of 
this order; 


The Commission finds that : 

(1) Mississippi River Fuel Corporation is a corporation organ- 
ized and existing under the laws of the State of Delaware; 

(2) Mississippi owns and operates an integrated natural gas pipe- 
line system extending from Perryville, Louisiana, through the States 
of Arkansas and Missouri to Alton, Illinois; 

(3) Mississippi purchases natural gas in Louisiana and trans- 
ports it by means of its pipeline to points in Arkansas, Missouri, 
and Illinois at which it sells that natural gas to industrial ultimate 
consumers and to seven gas companies for resale for ultimate pub- 
lic consumption outside Louisiana ; 

(4) The transportation and sale by Mississippi of natural gas 
to Arkansas Louisiana Gas Company, Arkansas Power & Light 
Company, Missouri Natural Gas Company, Laclede Gas Light Com- 
pany, St. Louis County Gas Company, Union Electric Company of 
Illinois and Illinois Iowa Power Company constitute, in each in- 
stance, the transportation and sale of natural gas in interstate com- 
merce for resale within the purview of the Natural Gas Act, and 
the rates charged by Mississippi for such natural gas are subject to 
the jurisdiction of the Federal Power Commission ; 

(5) The operations and actual costs, as adjusted, for the year 
1943 provide the best basis for comparing the revenues and ex- 
penses related to the volume of gas sales and investment in plant 


capacity for the purpose of determining the reasonable earnings 
and rates for the future; 
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(6) The actual legitimate cost of Mississippi’s gas plant, which 
is used and useful in rendering gas service, was $23,246,126 as of 
December 31, 1943; i 

(7) The depreciation accrued in this gas plant was $9,812,661 as of 
December 31, 1943, and that amount will be deducted from the ac- 
tual legitimate cost in arriving at the rate base ; 

(8) Contributions in aid of construction were $150,846 and do 
not represent investment by Mississippi, so that amount will be 
deducted in ascertaining the rate base; 

(9) The reasonable allowance for working capital to be included 
in the rate base is $430,000; 

(10) The rate base, as of December 31, 1943, totals $13,712,619, 
composed as follows: 

Actual legitimate cost of gas plant $23,246,126 

Deduct : 
Accrued depreciation : 9,812,661 
Contributions in aid of construction 150,846 
Net investment - 13,282,619 

Add: 

Working capital 430,000 
13,712,619 


(11) In 1943 Mississippi’s gas sales to utilities were 13,695,401 
M.c.f. and to industrial customers were 29,339,973 M.c.f.; and re- 
lated revenues were $3,497,918 from utilities and $5,745,218 from 
industrials aggregating $9,243,136 ; 

(12) The proper 1943 operating expenses for rate-making, before 
allocation are: 


Gas purchased $3,220,024 
Operation, maintenance and general expenses___.___...------~- 1,633,982 
Depreciation 803,200 
Taxes other than Federal income 317,460 
Federal income tax 334,309 

~~ 6,308,975 

(13) Six percent is a fair rate of return for Mississippi; 

(14) It is necessary to allocate the cost of service, including re- 
turn of $822,757, to the various classes of customers in order to 
segregate Mississippi’s regulated and unregulated ‘business; 

(15) Recognizing both “commodity” and “demand” elements, the 
cost of service, aggregating $7,131,732, should be allocated $4,579,427 
to the unregulated business and $2,552,305 to regulated business; 

(16) Mississippi’s revenues from sales to utilities for resale dur- 
ing the test year (1943) exceeded the cost of rendering that service, 
including return, by $945,613; and the rates charged and received 
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by Mississippi for the transportation and sale of natural gas in 
interstate commerce for resale are unjust and unreasonable to that 
extent with relation to the volumes of gas sold for resale in 1943; 

(17) For the future, uniform demand and commodity rates for 
firm regulated sales are appropriate in this case; a commodity rate 
of 13c per M.c.f. of firm gas sales to the utility customers for re- 
sale is reasonable; $764,269 is a reasonable amount for Mississippi 
to collect from firm utility customers in the form of a demand 
charge based upon the billing demand data for the year 1943; and 
l4c per M.c.f. for interruptible gas sales to utilities for resale is 
a reasonable rate; 

(18) The rates and charges found to be reasonable in paragraph 
(17) will compensate Mississippi, through revenues from the regu- 
lated sales, in an amount sufficient to cover all operating expenses 
and a fair return of the rate base associated with such business; 

Therefore, the Commission orders that: 

(A) The rates charged and received for the transportation and 
sale of natural gas by Mississippi River Fuel Corporation in inter- 
state commerce to the utility customers for resale for ultimate pub- 
lic consumption will be decreased to reflect a reduction, on an annual 
basis, of not less than $945,613 in the operating revenues of the 
company with relation to the volume of gas sold for resale in 1943; 

(B) Mississippi shall file, within thirty (30) days of the date 
of this order, new schedules of rates and charges for the transporta- 
tion and sale of natural gas in interstate commerce to its customer 
companies for resale, which shall reflect not less than the reduc- 
tion ordered in paragraph (A), and shall be in accord with the 
provisions in paragraph (17) ; 

(C) The new schedules of:rates and charges ordered in para- 
graph (B) when submitted in the form satisfactory to the Com- 
mission shall become effective as to all bills based on meter readings 
made after sixty-five (65) days from the date of this order; 

(D) The unit of measurement for natural gas sold under the 
new rates in interstate commerce to utilities for resale shall be one 
thousand (1,000) cubic feet of natural gas at a base temperature of 
sixty (60) degrees Fahrenheit, and at a base pressure of eight (8) 
ounce gauge pressure above fourteen and four-tenths (14.4) pounds 
absolute atmospheric pressure, and the readings and registration 
of the metering equipment shall be computed into such units; and 
regardless of delivery points the absolute atmospheric pressure shall 
be assumed to be fourteen and four-tenths (14.4) pounds to the 
square inch; 
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(E) When this Commission’s order of April 27, 1943 (F.P.C. 
docket Nos. G-149 and G-132) directing Interstate Natural Gas 
Company to reduce rates $301,329 to Mississippi is validated by the 
Courts, Mississippi shall pass on the proper portion of that reduc- 
tion by reducing its rates to the utility customers by the proportion 
of the volumes of gas it sells to these utilities to the total volume of 
gas sale in the year of the final judicial decision ; 

(F) Commencing with the year 1946, Mississippi shall submit 
reports promptly, as of June 30 and December 31 of each year until 
further notice, showing volume of gas sales by customers and classes 
and the related revenues; the revenues from gas sales to utilities 
for resale shall be tabulated by the old rates and the prescribed 
new rates. 


vx U. 8S. GOVERNMENT PRINTING OFFICE: 1946—679357 
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ORDERS IN THE NATURE OF OPINIONS! 


Order determining status under Natural Gas Act, denying application for 
exemption from provisions of said act, and issuing certificate of 
public convenience and necessity 


Interstate Gas Company 
(Docket Nos. G—2438, G-368) 
October 5, 1948 


Interstate Gas Company on March 10, 1942, filed an application (docket No. 
G-—243) termed an application for exemption from the provisions of the Natural 
Gas Act, which the Commission treats as also constituting an application for 
determination of status under the provisions of said Act. Thereafter, on May 8, 
1942, said company filed an application (docket No. G-363), pursuant to section 
7 (c) of the Natural Gas Act, as amended, for a certificate of public convenience 
and necessity authorizing the continuation of operations by the company, sub- 
ject to the Commission’s jurisdiction, in which the company, on February 7, 
1942, and subsequent thereto, has been bona fide engaged. Thereafter, and on 
August 9, 1943, Interstate Gas Company and counsel for the Federal Power 
Commission filed a stipulation of facts in docket No. G—243, pursuant to the 
understanding and agreement of Interstate Gas Company that said proceeding 
might be disposed of by the Commission upon said stipulation of facts without 
the necessity of a hearing; 

From the verified applications and the record thereon, including said stipu- 
lation of facts in docket No. G—243, it appears that: 

(a) Interstate Gas Company (hereinafter referred to as “applicant’) is a 
corporation engaged in the transportation and local distribution of natural gas. 
It transports natural, gas for a distance of approximately 8% miles from 
points in Kansa¢* to points in Missouri by means of its pipe lines extending 
between said points, and distributes and sells the same in Missouri. By means 
of other pipe lines located within the State of Missouri, which it owns and 
operates, it transports for various respective distances of from 5 to 20% miles, 
natural gas produced in the States of Texas, Oklahoma and Kansas, whence it 
is transported by other companies to points within the State of Missouri, where 
applicant receives such gas into its pipe lines for transportation and sale. The 
above-described operations on the part of applicant constitute an established 
course of business extending over a period of years. There is a continuous flow 
of the gas from points in Kansas, Texas and Oklahoma to the points of distri- 
bution by the applicant in Missouri; 

(b) Notice of the application in docket No. G-363 has been duly served upon 
all interested parties, in accordance with the Commission’s regulations, and 


1This appendix contains additional selected orders of the Commission in the nature of 
opinions chosen from the orders issued by the Commission during the period from Octo- 
ber 1, 1943, to December 31, 1945. 
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published in Volume 7, Federal Register, page 4006, and no protest thereto 
has been received ; 

The Commission finds that: 

(1) Applicant is engaged in the transportation of natural gas in interstate 
commerce and is a “natural-gas company” within the meaning of the Natural 
Gas Act, and is therefore subject to the provisions of said Act; 

(2) On February 7, 1942, applicant was bona fide engaged in the transporta- 
tion of natural gas, subject to the jurisdiction of this Commission, over the . 
routes described in its application and exhibits attached thereto, and has so 
operated since that time; 

(3) The application for a certificate of public convenience and necessity was 
duly made to the Commission within ninety days after February 7, 1942 (the 
effective date of section 7 (c) amended), and complies with the Commission’s 
regulations as to form and content ; 

The Commission, therefore, orders that: 

(A) The application for exemption from the provisions of the Natural Gas 
Act be and the same is hereby denied ; 

(B) A certificate of public convenience and necessity be and it hereby is 
issued to Interstate Gas Company authorizing its continued operation of its 
facilities, which were in bona fide operation on February 7, 1942, and have been 
so operated since then, as described in its application, for the transportation of 
natural gas, subject to the jurisdiction of this Commission ; 

(C) This certificate shall not be transferable and its issuance is without 
prejudice to the authority of this Commission, or any other regulatory body, 
with respect to rates, service, accounts, valuation, estimate or determination of 
cost, or any other matter whatsoever which may come before this Commission 
or such other regulatory body and nothing herein shall be construed as an 
acquiescence by this Commission in any estimate or determination of cost, or 
any valuation of property claimed or asserted ; 

(D) Nothing herein is to be construed as affecting in any manner the de- 
termination of applicant’s service area under section 7 (f) of the Natural Gas 
Act; 

(E) This certificate shall be effective as long as applicant continues the 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act and any pertinent rules, regulations or orders heretofore or hereafter 
issued by the Commission ; 

(F) Appropriate evidence of the issuance of this cértifieate shall be fur- 
nished to applicant. 


Order issuing temporary certificate of public convenience and necessity 
Consolidated Gas Utilities Corporation 
(Docket No. G—499) 
October 5, 1943 


Upon consideration of the application filed by Consolidated Gas Utilities 
Corporation (hereinafter referred to as the “applicant”) on September 10, 1943, 
pursuant to section 7 (c) of the Natural Gas Act as amended for a temporary 
and a permanent certificate of public convenience and necessity for the con- 
struction, installation, operation and maintenance of facilities hereinafter de- 
scribed, and counsel’s letter of transmittal of said application ; 
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It appears to the Commission that: 

(a) Applicant is a natural gas company engaged in the transportation of na- 
tural gas and the sale of natural gas fer resale in interstate commerce which 
it transports in interstate commerce through its pipe lines situated in the 
States of Texas, Oklahoma, and Kansas; 

(b) Pending determination by the Commission of its application for a 
permanent certificate, applicant requests that a temporary certificate be issued 
to it pursuant to the provisions of section 7 (¢c) of the Natural Gas Act, as 
amended, authorizing it to construct, install and operate its proposed 10% inch 
O.D. steel pipe line approximately 5,600 feet in length and appurtenant facili- 
ties thereto interconnecting its existing facilities near Blackwell, Oklahoma, at 
an estimated cost of $11,097; 

(c) Immediate necessity requires the construction of the line above described 
in order to assure maintenance of adequate service to the public and to par- 
ticular customers ; 

(d) Applicant filed an application with the War Production Board (docket 
No. 13054) for a project preference rating for materials to be used for con- 
struction of the facilities described in paragraph (b) above and has obtained 
therefrom a preference rating AA-3 for the purpose of enabling it to purchase 
the critical materials required for the proposed construction ; 

The Commission finds that: 

(1) Applicant is engaged in the transportation of natural gas in interstate 
commerce and the sale of natural gas in interstate commerce for resale for 
ultimate public consumption for domestic, commercial, industrial or other uses, 
which it transports through its pipe lines traversing the States of Texas to 
Oklahoma and Kansas; and is a natural gas company within the purview of 
the Natural Gas Act, as amended ; 

(2) The construction, installation and operation of facilities for which a 
temporary certificate is sought, are to be operated as an integral part of the 
applicant’s pipe line system and are subject to the requirements of section 
7 (c) of the Natural Gas Act, as amended ; 

(3) An emergency exists for the construction, installation, and operation of 
the, proposed facilities as described in paragraph (b) above, by reason of the 
fact the applicant is unable to adequately utilize its present transmission ca- 
pacity on its pipe line system in order to assure maintenance of adequate ser- 
vice during the 1943-1944 heating season to the cities of Blackwell and Tonkawa, 
Oklahoma, and to the Northern Oklahoma Gas Company ; 

(4) The construction, installation and operation of the proposed facilities 
will make available the needed additional quantities of natural gas through 
applicant’s pipe line system to the cities of Blackwell and Tonkawa, Oklahoma, 
and to the Northern Oklahoma Gas Company, also to the Blackwell Zine Com- 
pany which is engaged in essential war production ; 

(5) The issuance of a temporary certificate of public convenience and neces- 


sity, as hereinafter authorized, is necessary to assure maintenance of adequate 
service ; 
The Commission orders that: 


(A) Subject to the provisions of this order a temporary certificate of public 
convenience and necessity be and the same hereby is issued, pending the de- 
termination of the application for a permanent certificate authorizing the 
construction, installation and operation of the facilities hereinbefore described 
and as shown in the application ; 
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(B) This certificate shall not be transferable and its issuance is without 
prejudice to the determination of the application for a permanent certificate 
and to the authority of this Commission or any other regulatory body with 
respect to rates, service, accounts, valuation, estimate or determination of cost, 
or any other matter whatsoever in any proceeding before this Commission or 
before such other regulatory body; and nothing in this certificate shall be con- 
strued as an acquiescence by the Commission in any estimate or determination 
of cost, or any valuation of property claimed or asserted by Consolidated Gas 
Utilities Corporation ; 

(C) Nothing contained herein shall be construed as affecting in any manner 
the determination of the service area of Consolidated Gas Utilities Corporation 
under section 7 (f) of the Natural Gas Act, as amended; 

(D) The construction of the facilities hereby authorized shall be commenced 
within 15 days and completed within 30 days from the date hereof, and the 
applicant shall notify the Commission in writing under oath of the commence- 
ment of construction within 10 days thereafter, and likewise with respect to the 
completion of construction and the beginning of operation ; 

(E) Nothing contained herein shall be construed as relieving the applicant 
from the necessity of complying with any order, rule, regulation or other re- 
quirement of the War Production Board. 


Order granting request to withdraw applications for certificates of public 
convenience and necessity 


Western Oklahoma Gas Company, Twin City Pipe Line Company, 
Arkansas-Oklahoma Gas Company 


(Docket Nos. G-306, G-307, G-308) 
October 5, 1943 


It appearing to the Commission that: 

(a) On May 7, 1942, Western Oklahoma Gas Company, docket No. G-306, 
Twin City Pipe Line Company, docket No. G-307, and the Arkansas-Oklahoma 
Gas Company, docket No. G—308, filed applications for certificates of public 
convenience and necessity pursuant to section 7 (c) of the Natural Gas Act, 
as amended, all being wholly-owned subsidiaries of the Southern United Gas 
Company ; 

(b) On February 3, 1943, Southern United Gas Company, docket No. G-—443, 
filed an application to acquire and operate the properties of its several wholly- 
owned subsidiaries ; 

(c) A public hearing was held in relation to Southern United Gas Com- 
pany’s application on April 7, 1943; 

(d) The Commission on July 3, 1948, issued a certificate of public con- 
venience and necessity authorizing the Southern United Gas Company to 
acquire and operate the properties of its several subsidiary companies, sub- 
ject to the jurisdiction of the Commission, but provided, however, that the 
certificate was not to become effective until withdrawal of applications of the 
Western Oklahoma Gas Company, Twin City Pipe Line Company, and the Ar- 
kansas-Oklahoma Gas Company in docket Nos. G-306, G-307 and G-308 (Jn 
the Matter of the Southern United Gas Co., et al., 3 F.P.C. 486, 50 P.U.R. 
(N.S.) 97); 
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(e) Western Oklahoma Gas Company, Twin City Pipe Line Company, and 
Arkansas-Oklahoma Gas Company filed on September 2, 1943, petitions re- 
questing withdrawal of their respective-applications for certificates of public 
convenience and necessity, in conformance with the Commission’s order of 
July 3, 1948; 

The Commission orders that: 

The aforesaid requests to withdraw be and they are hereby granted. 


Order issuing certificate of public convenience and necessity 
Prince George’s Gas Corporation 


(Docket No, G-—482 


October 5, 1943 


It appearing to the Commission that: 

(a) On July 3, 1943, Prince George’s Gas Corporation (hereinafter some- 
times referred to as “applicant”) filed an application for a certificate of public 
convenience and necessity pursuant to section 7 of the Natural Gas Act, as 
amended, authorizing construction and operation of the facilities hereinafter 
described ; 

(b) The matter was set for public hearing by order dated July 20, 1943, 
and such reasonable notice thereof was given as in the judgment of the Com- 
mission was necessary to all interested persons including publication of the 
aforesaid order of July 20, 1943, in the Federal Register on July 23, 1943, and 
transmission of the order to the Governor of the State of Maryland, Public 
Service Commission of Maryland, State Corporation Commission of Virginia, 
and the Public Utilities Commission of the District of Columbia ; 

(c) Public hearing was held on July 29 and August 2, 1943, and no protest 
to the application has been received ; 

(d) The facilities described in said application consist of: 

A 16-inch natural gas pipe line extending from a point of connection with 
the 20-inch natural gas pipe line of the Atlantic Seaboard Corporation ap- 
proximately 2 miles north of Rockville, Maryland, in a southerly direction 
through Montgomery County, Maryland, to the boundary line of the District 
of Columbia, a distance of approximately 70,775 feet ; 

(e) The War Production Board has issued to the applicant preference rating 
certificates for the materials used in the above described construction ; 

(f) Applicant, #n order to transport additional quantities of natural gas for 
its affiliate, Washington Gas Light Company, proposes to increase its trans- 
mission capacity by operation of the facilities deseribed in paragraph (d) 
above; 

(g) Prince George’s Gas Corporation is not a producing company nor a dis- 
tributor, but is engaged in transportation of natural gas produced in Kentucky 
and West Virginia for ultimate public consumption in Maryland, the District 
of Columbia and Virginia by means of its natural gas pipe lines and ap- 
purtenant facilities located in Maryland ; 

(hk) The estimated cost of construction of the proposed facilities is not 
unreasonable ; 

The Commission, having considered the application and the record thereon, 
finds that: 

(1) Applicant is a corporation organized and existing under the laws of 
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Maryland having its principal place of business in Chillum, Prince Georges 
County, Maryland; 

(2) Applicant is engaged in the transportation in interstate commerce of 
natural gas produced in Kentucky and West Virginia by means of its natural 
gas pipe lines and appurtenant facilities located in Maryland and is a na- 
tural-gas company within the meaning of the Natural Gas Act, as heretofore 
found by the Commission in its order entered on August 24, 1943, in docket 
No. G-248 (3 F.P.C. 1072) ; 

(3) Prince George’s Gas Corporation is a subsidiary of the Washington Gas 
Light Company and its transmission system and appurtenant facilities located 
across the District Line in the adjacent area of Maryland are an integrated 
part of the Washington Gas Light System ; 

(4) The operation of the facilities described in paragraph (d) above will 
enable applicant to increase its transmission capacity and render more adequate 
service to its affiliate, Washington Gas Light Company, which will permit the 
latter to more fully meet the increased natural gas requirements of its con- 
sumers in the District of Columbia and subsidiary companies now supplied by 
it, distributing gas in Maryland and Virginia; 

(5) The facilities described above are a part of applicant’s integrated pipe 
line system and will be used in the transportation of natural gas in interstate 
commerce, and the operation thereof is subject to the requirements of sub- 
sections (c) and (e) of section 7 of the Natural Gas Act, as amended ; 

(6) Applicant has on hand adequate funds to meet the cost of constructicn 
of the facilities described in paragraph (d) above; 

(7) Applicant is able and willing properly to do the acts and perform the 
services proposed and to conform to the provisions of the Natural Gas Act, as 
amended, and the requirements, rules and regulations of the Commission 
thereunder ; 

(8) The operation of the facilities described in paragraph (d) above will 
be required by the future public convenience and necessity ; 

The Commission orders that: 

(A) A certificate of public convenience and necessity be and it is hereby 
issued authorizing Prince George’s Gas Corporation to operate the facilities 
referred to in paragraph (d) above as described in the application in this pro- 
ceeding subject to the terms and conditions of this order; 

(B) This certificate shall not be transferable and is without prejudice to 
the authority of the Commission with respect to rates, valuation, costs, ser- 
vices, accounts or any other matters whatsoever that may come before the 
Commission with respect to said applicant, or operation of the facilities herein 
authorized, and nothing herein shall be construed as an a@juiescence by the 
Commission in any estimate or determination of cost, or any valuation of 
property claimed or asserted by the applicant ; 

(C) Nothing herein is to be construed as affecting in any manner the de- 
termination of applicant’s service area under section 7 (f) of the Natural Gas 
Act, as amended ; P 

(D) Nothing contained in this order shall be construed as a waiver of the 
requirements of section 7 of the Natural Gas Act, as amended ; 

(E) This certificate shall be effective as long as applicant continues the 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act and any pertinent rules, regulations or orders heretofore or hereafter 
issued by the Commission ; 

(F) Appropriate evidence of the issuance of this certificate shall be fur- 
nished to the applicant. 





APPENDIX—ORDERS 


Order issuing certificate of public convenience and necessity 
Washington Gas Light Company 
(Docket No. G—483) 
October 5, 1943 


It appearing to the Commission that: 

(a) On July 3, 1943, Washington Gas Light Company (hereinafter some- 
times referred to as “applicant”) filed an application for a certificate of pub- 
lic convenience and necessity pursuant to section 7 of the Natural Gas Act, as 
amended, authorizing the construction and operation of the facilities herein- 
after described ; 

(b) The matter was set for public hearing by order dated July 20, 1948, 
and such reasonable notice thereof was given, as in the judgment of the 
Commission was necessary, to all interested parties including publication of 
the aforesaid order of July 20, 1943, in the Federal Register on July 23, 1943, 
and the transmission of the order to the Governor of the State of Maryland, 
Public Service Commission of Maryland, State Corporation Commission of 
Virginia, and the Public Utilities Commission of the District of Columbia; 

(c) Public hearing was held on July 29 and August 2, 1943, and no protest 
to the application has been received ; 

(d) The facilities described in said application consist of: 

(i) A 16-inch pipe line extending from a connection on the boundary of the 
District of Columbia, a distance of approximately 26,870 feet to applicant’s 
West station at 26th and G Streets, N. W., Washington, D. C.; 

(ii) A 16-inch line extending from applicant’s East station located at 12th 
and N Streets, S. E., Washington, D. C., to a point of connection with the dis- 
tribution system of its subsidiary, the Rosslyn Gas Company, on the District 
of Columbia-Virginia line near Alexandria, Virginia, a distance of approxi- 
mately 27,671 feet ; 

(e) The War Production Board has issued to the applicant preference rating 
certificates for the materials used in the above described construction ; 

(f) Applicant, in order to satisfy its present market requirements and to 
supply gas to its subsidiaries, the Rosslyn Gas Company, Washington Suburban 
Gas Company, Washington Gas Light Company of Montgomery County, Mary- 
land, and its future demand requirements, proposes to increase its transmis- 
sion capacity by the operation of the facilities described in paragraph (d) 
above; 

(g) Applicant is engaged in purchasing natural gas produced in Kentucky 
and West Virginia; in the transportation of such gas by means of its natural 
gas pipe lines and appurtenant facilities located in the District of Columbia, 
and in the sale of such gas for resale for ultimate public consumption in 
Maryland and Virginia; 

(h) The estimated cost of construction of the proposed facilities is not un- 
reasonable ; 

The Commission, having considered the application and the record thereon, 
jinds that: 

(1) Applicant is a company organized and existing under Federal statutes, 
having its principal place of business in Washington, D. C.; 

(2) Applicant is engaged in the transportation in interstate commerce of 
natural gas produced in Kentucky and West Virginia and in the sale of such 
natural gas in interstate commerce for resale for ultimate public consumption 
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in Maryland and Virginia by means of its natural gas pipe lines and appur- 
tenant facilities located in the District of Columbia, and is a natural-gas com- 
pany within the meaning of the Natural Gas Act, as heretofore found by the 
os trea in its order entered on August 31, 1943, at docket No. G—249 (3 
¥. PO: tora): 

‘sh The operation of the facilities described in paragraph (d) above will 
enable the Washington Gas Light Company to maintain more adequate ser- 
vice by making available additional quantities of natural gas to consumers 
presently supplied by applicant and its subsidiaries, the Rosslyn Gas Com- 
pany, Washington Suburban Gas Company and Washington Gas Light Com- 
pany of Montgomery County, Maryland, in the District of Columbia, Mary- 
land and Virginia ; 

(4) The facilities described above are part of applicant’s integrated pipe 
line system and will be used in the transportation or sale for resale, or both, 
of natural gas in interstate commerce and the operation thereof is subject to 
the requirements of subsections (c) and (e) of section 7 of the Natural Gas 
Act, as amended ; 

(5) Applicant has on hand adequate funds to meet the cost of construction 
of the facilities described in paragraph (d) above; 

(6) Applicant’s supply of natural gas is adequate to meet its inexeaped de- 
mand requirements resulting from the operation of the facilities described in 
paragraph (d) above; 

(7) Applicant is able and willing properly to do the acts and perform the 
services proposed and to conform to the provisions of the Natural Gas Act, 
as amended, and the requirements, rules and regulations of the Commission 
thereunder ; 

(8) The operation of the facilities described in paragraph (d) above will be 
required by the future public convenience and necessity ; 

The Commission orders that: 

(A) A certificate of public convenience and necessity be and it is hereby 
issued authorizing Washington Gas Light Company to operate the facilities 
referred to in paragraph (d) above as described in the application in this 
proceeding subject to the terms and conditions of this order ; 

(B) This certificate shall not be transferable and is without prejudice to 
the authority of this Commission or any other regulatory body with respect to 
rates, valuation, costs, services, accounts or any other matters whatsoever 
that may come before this Commission or before such other regulatory body, 
or the operation of the facilities herein authorized and nothing herein shall be 
construed as an acquiescence by the Commission in any estimate or determi- 
nation of cost, or any valuation of property claimed or asserted by the ap- 
plicant ; 

(C) Nothing herein is to be construed as affecting in any manner the de- 
termination of applicant’s service area under section 7 (f) of the Natural 
Gas Act, as amended ; 

(D) Nothing contained in this order shall be construed as a waiver of the 
requirements of section 7 of the Natural Gas Act, as amended ; 

(E) This certificate shall be effeccive as long as applicant continues the 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act and any pertinent rules, regulations or orders heretofore or here- 
after issued by the Commission ; 

(F) Appropriate evidence of the issuance of this certificate shall be fur- 
nished to the applicant. 
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Order amplifying and amending order to show cause 
The Montana Power Company 
(Docket No. IT-5840) 


October 5, 1943 


It appearing that: 

(a) By order adopted July 27, 1943, (3 F. P. C. 1050), the Commission: di- 
rected The Montana Power Company to show cause why it should not apply 
for and secure from the Commission authorization for the operation and 
maintenance of seven hydroelectric power projects owned, operated, and 
maintained by it in and along the Missouri River, three in Lewis and Clark 
County near Helena, and four in Cascade County near Great Falls, all in the 
State of Montana; 

(b) Among other things, said order recited that issuance of a license for 
the Hebgen and Madison storage reservoirs located on the Madison River and 
designated as project No. 1274 may affect the licensing of the seven power 
plants referred to above; 

(c) In its answer to said order to show cause, the respondent requests 
amplification of paragraph (e) of the order to set forth in what manner it is 
claimed that the issuance of a license for project No. 1274 may affect the 
licensing of the seven power plants made the subject of such order ; 

(d) In its answer to said order to show cause, the respondent denies that 
any of said power plants are located in a section of the Missouri River which 
is subject to the jurisdiction of Congress but claims that each of said power 
plants is lawfully operated and maintained, and denies that there is any 
necessity for a license from the Commission for any of said power plants; 

The Commission finds it is appropriate to amend and amplify its order to 
show cause adopted July 27, 1943, herein, as hereinafter provided ; 

It is ordered that: 

(A) Paragraph (e) of said order of July 27, 1943, be and the same is here- 
by amplified and amended by adding thereto (after the semicolon at the end 
thereof) the following: 
the Hebgen and Madison storage reservoirs and appurtenant facilities located 
on the Madison River and designated as project No. 1274 are maintained and 
operated principally for the purpose of supplying water to each and all of the 
seven power plants of the respondent located in the Missouri River in Lewis 
and Clark County and in Cascade County, Montana; operation of the Hebgen 
and Madison storage reservoirs increases the amount of dependable capacity 
which it is possible to develop at the seven lower power plants, and also in- 
creases the annual power output at each of said plants by enabling them to 
use water which might otherwise pass downstream unused; the Hebgen and 
Madison reservoirs are essential parts of a complete unit of development of 
the Missouri and Madison Rivers as contemplated by the definition of “pro- 
ject” in the Federal Power Act; and the seven power plants of respondent 
located in the Missouri River near Helena and Great Falls, together with their 
dams, reservoirs, and appurtenant facilities, and all of the project works and 
facilities included in the application for project No. 1274 should be authorized 
under the terms of the Federal Power Act as a complete unit of development ; 

(B) The order of July 27, 1943, be and the same is further amended to 
allow respondent until November 1, 1943, to file, under oath, any further 
response or answer which it deems appropriate as a result of the amendment 
set out in item (A) above. 
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Order authorizing merger or consolidation of 
facilities and issue of unsecured notes 


Otter Tail Power Company 
(Docket No. IT-5847) 
October 5, 19438 


Otter Tail Power Company (hereinafter referred to as the “applicant’”), 
whose principal business office is at 125 South Mill Street, Fergus Falls, 
Minnesota, on August 12, 1948, filed its application for an order pursuant to 
section 208 of the Federal Power Act, authorizing the acquisition of certain of 
the facilities and properties of Central Electric & Telephone Company (here- 
inafter referred to as “Central Electric”) in the State of North Dakota, and for 
an order pursuant to section 204 of the Act authorizing it to issue its unsecured 
notes to borrow from local banks amounts not exceeding $25,000 and to borrow 
from First National Bank of Minneapolis, Minneapolis, Minnesota, such 
amount not exceeding $375,00 as may be necessary at the closing date to make 
payment of the purchase price for such facilities and properties and to renew 
the existing indebtedness of Otter Tail to certain banks in the sum of $600,- 
000. An amendment to the application was filed September 13, 1943. 

From the record, including the verified application, supplementary data sub- 
mitted in support of the application, applications filed by this applicant in 
other proceedings referred to in this application, and the applicant’s Power 
System Statement, 1942 (FPC Form No. 64), it appears that: 

(a) Reasonable notice in writing of the filing of the application has been 
given to the Public Service Commission of North Dakota, the Public Utilities 
Commission of South Dakota, and to the Governors of each of those States. 
The Railroad and Warehouse Commission of Minnesota and the Governor of 
that State waived hearing upon the application. A notice was published in 
the Federal Register on August 17, 1943, allowing until September 2, 1948, for 
the filing of any protest, petition or request to be heard in opposition to the 
granting of the application. No such protest, petition or request has been re- 
ceived and the applicant has waived hearing on its application ; 

(b) The applicant has entered into a contract (a copy of which is set forth 
as Exhibit L) with Central Electric for the purchase of the latter’s electric 
and gas utility plant in the State of North Dakota, for a cash consideration of 
$400,000 and the payment in addition of the appraised value for materials 
and supplies, and merchandise, and at the rate of 95% to 100% of face 
amounts for accounts receivable and unbilled accounts for electric energy. 
The property and facilities to be acquired by applicant consist of various par- 
cels of real estate with structures thereon; electric facilities in eighteen com- 
munities in five counties; an electric generating plant including all appur- 
tenant equipment and facilities located at Westhope; a generator and switch- 
board located at Cooperstown; the gas manufacturing plant including build- 
ings, machinery, holders, storage tanks, miscellaneous equipment and gas dis- 
tribution system located at Jamestown; all in the State of North Dakota; 

(c) The applicant proposes to refund its presently outstanding unsecured 
notes aggregating $580,000, maturing between the dates of November 1 and 
December 14, 1948, held by the First National Bank of Minneapolis and to 
borrow an additional $375,000 by the issuance of an unsecured note in the 
face amount of $955,000 for one year with interest at the rate of 144% per 
annum. The outstanding unsecured note in the face amount of $20,000, ma- 
turing November 21, 1943, held by the Fergus Falls National Bank and Trust 
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Company, is to be renewed by the issuance of an unsecured note for one year 
in the same amount at the same rate of interest, 144% per annum. An addi- 
tional loan of $25,000 is to be obtained from the First National Bank of Fergus 
Falls upon the unsecured note of the applicant in the same face amount for 
one year at the rate of 144% per annum. Each of said banks has committed 
itself to make such loans for one year, and in addition has agreed to permit 
the applicant to renew the unpaid balance for a second year at an interest rate 
not to exceed 2% per annum and at the end of the second year, to renew the 
balance remaining unpaid for a third year at an interest rate not in excess of 
214% per annum; 

(d) The Public Service Commission of North Dakota has approved the pro- 
posed acquisition of properties and facilities of Central Electric and author- 
ized the applicant to borrow not to exceed $1,000,000 for a three-year term, of 
which $600,000 will be for refundment of existing bank loans; 

(e) Applicant states that it is a “public utility” under section 201 of the 
Act; 

The Commission, having considered the foregoing, finds that: 

(1) The applicant is a corporation organized and existing under and by 
virtue of the laws of the State of Minnesota and is qualified to do business in 
the States of North Dakota and South Dakota. It is engaged principally in 
the business of generating, transmitting and distributing electric energy in the 
States of Minnesota and North Dakota and transmitting to and distributing 
electric energy in the State of South Dakota. It owns and operates facilities, 
among others, for the transmission and for the sale at wholesale of electric 
energy which is transmitted from oné or more of said States and consumed by 
persons other than the transmitter thereof at points outside the State from 
which it is transmitted. Such facilities are facilities for the transmission and 
sale at wholesale of electric energy in interstate commerce, and applicant is, 
therefore, a public utility within the purview of sections 203 and 204 of the 
Federal Power Act; 

(2) By the proposed purchase of facilities, the applicant will merge or 
consolidate its facilities subject to the jurisdiction of this Commission with 
those of the Central Electric within the meaning of the provisions of section 
203 of the Act. Such merger or consolidation is subject to the requirements of 
section 203 (a) of the Act; 

(3) The States of Minnesota and South Dakota do not have laws under 
which the security issues of the applicant are regulated by a State commis- 
sion within the meaning of section 204(f) of the Act, and the proposed is- 
suance of notes by the applicant for new loans and in renewal of existing 
indebtedness is subject to the requirements of section 204 of the Act; 

(4) The applicant has indicated that according to an original cost study 
(adjusted for subsequent additions and retirements) made by the Public Ser- 
vice Commission of North Dakota, Central Electric’s electric plant had an 
original cost of $408,446.82 and gas plant had an original cost of $241,001.31, 
total original cost $649,448.13, as of March 31, 1943; and as of the same date, 
Central Electric had recorded a reserve for depreciation of $211,896.23 ap- 
plicable to total plant. The total depreciated original cost on the books of 
Central Electric was $437,551.90. The applicant proposes to record electric 
and gas plant at the aforesaid original cost of $649,448.13, and to credit re- 
serve for depreciation with $249,448.13, which amount is the difference between 
the aforesaid original cost and contract cost of $400,000. The proposed method 
of recording plant will result in an increase of $37,551.90 in reserve for «e- 
preciation applicable to total plant; 
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(5) The communities served by Central Electric with electric energy in 
North Dakota are physically interconnected with the applicant’s system and 
the energy consumed by such communities is normally generated by the ap- 
plicant. The proposed merger or consolidation of facilities will tend to ad- 
vance the integration of the facilities involved and to improve service to the 
customers now supplied with electric energy by Central Blectric and will be 
consistent with the public interest ; 

(6) No underwriting, finders’ fees or commissions are to be paid in con- 
nection with the proposed issue of notes ; 

(7) The rates of interest stipulated to be paid are not unreasonable; 

(8) The proposed issue of notes is for a lawful object within the corporate 
functions of the applicant, and compatible with the public interest and is con- 
sistent with the proper performance by applicant of service as a public utility 
and will not impair its ability to perform that service and is reasonably ap- 
propriate for such purposes ; 

The Commission orders that: 

(A) The proposed merger or consolidation of facilities as described in the 
application as amended, be and the same hereby is authorized and approved 
on the terms and conditions set forth in the aforesaid application and subject 
to the provisions of this order ; 

(B) The proposed issuance of notes upon the terms and conditions and for 
the purposes specified in the application as amended be and the same hereby 
is authorized and approved subject to the provisions of this order ; 

(C) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
accounts, valuations, estimates or determinations of cost, or any other matter 
whatsoever which may come before this Commission or such other regulatory 
body, and nothing in this order shall be construed as an acquiescence by this 
Commission in any estimate or determination of cost or any valuation of 
property claimed or asserted ; 

(D) This authorization shall expire unless acted upon with sixty days 
after the date of this order ; 

(E) Applivtant shall report within ten days of the consummation of the 
proposed sale as required by the Commission’s Rules of Practice and Regula- 
tions, and shall file proposed accounting entries within six months from the 
date of consummation of the proposed merger or consolidation, as required by 
the provisions of the Commission’s Uniform System of Accounts. 


Order issuing certificate of public convenience and necessity 
United Gas Pipe Line Company 
(Docket No. G-—492) 
October 8, 1943 


It appearing to the Commission that: 

(a) On August 3, 1943, United Gas Pipe Line Company (hereinafter re- 
ferred to as “applicant’’) filed an application pursuant to sections 7 (b) and 
7 (c) of the Natural Gas Act, as amended, for all orders necessary and for full, 
general and equitable relief permitting and authorizing applicant to: 

(i) Remove approximately 20 miles of 16-inch pipeline which now loops 
applicant’s 18-inch transmission pipeline extending from Baton Rouge to 
New Orleans, Louisiana ; 
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(ii) Construct with the 16-inch pipe so removed, and to operate, approxi- 
mately 18 miles of pipeline, looping the northern part of applicant's existing 
pipeline extending from the Lake Long field, LaFourche Parish, Louisiana, 
to a point near St. Rose, St. Charles Parish, Louisiana, where the line con- 
nects with the aforesaid Baton Rouge-New Orleans line, such proposed loop 
line to include a 12-inch line crossing the Mississippi River ; 

(b) Pursuant td the Commission’s order of August 24, 1943, fixing date of 
hearing on the application, a public hearing was held after appropriate notice 
thereof to all interested parties, including publication of the August 24, 1943 
order in the Federal Register (Vol. 8, page 11,968) and service of such order 
by mail on the regulatory commissions of the States of Alabama, Florida, 
Louisiana, Mississippi and Texas, and no protest to the application has been 
received ; 

(c) The War Production Board has authorized applicant to remove and re- 
locate the 16-inch pipeline as proposed and has issued to the applicant prefer- 
ence ratings for materials required in the proposed construction ; 

The Commission, having considered the application and the record made in 
the public hearing with respect thereto, finds that: 

(1) Applicant, a Delaware corporation having its principal place of busi- 
ness at Shreveport, Louisiana, is engaged in the transportation and sale of 
natural gas in interstate commerce for resale for ultimate public consumption 
by means of its integrated pipeline transmission system located in, and ex- 
tending across the boundary lines of, the States of Alabama, Florida, Louisi- 
ana, Mississippi, Oklahoma and Texas; 

(2) Applicant is a natural-gas company within the meaning of the Natural 
Gas Act; 

(3) Applicant’s operations include the purchase of natural gas produced in 
the Monroe gas field in northwestern Louisiana which gas is transported by 
Interstate Natural Gas Company, Inc. (hereinafter referred to as “Inter- 
state”) through its transmission pipeline extending from the Monroe field in 
a southerly direction through the State of Mississippi and back into the State 
of Louisiana to applicant’s Scotland compressor station at Baton Rouge, 
where applicant receives such gas and transports it through its Baton Rouge- 
New Orleans line to New Orleans for sale for resale; 

(4) The facilities proposed to be abandoned and removed are integral parts 
of the Baton Rouge-New Orleans line used for the transportation and sale of 
natural gas in interstate commerce for resale for ultimate public consumption 
as described in paragraph (3) above, and such facilities are subject to the 
requirements of section 7 (b) of the Act; 

(5) Because of greatly increased demands on its system for gas resulting 
almost entirely from the requirements of customers engaged directly in the 
production of war material, Interstate is unable to supply its entire peak-day 
demands and has substantially curtailed its deliveries to applicant at Baton 
Rouge; 

(G6) As a result of the aforesaid curtailments, the facilities proposed to be 
vwemoved will‘no longer be required on the Baton Rouge-New Orleans line, 
for the facilities remaining after the said loop lines are removed will provide 
sufficient capacity to transport the gas delivered by Interstate to applicant 
at Baton Rouge and to transport gas to be delivered by applicant to Inter- 
state, as hereinafter described ; 

(7) The present and future public convenience and necessity will permit 
the proposed abandonment and removal of facilities referred to in paragraph 
(a) above; 
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(8) The proposed construction of the 16-inch line to loop the Lake Long- 
St. Rose line will enable applicant to bring into its system from available gas 
supplies in Louisiana additional volumes of gas sufficient to enable applicant 
to meet peak-day demands in its New Orleans and Mobile, Alabama, mar- 
kets, and in addition, will permit applicant to deliver gas to Interstate at 
Baton Rouge by reversing the flow of gas in the Baton Rouge-New Orleans 
line and thus relieve Interstate’s deficiency in supply ; ‘ 

-(9) The proposed loop on the Lake Long-St. Rose line will be used for the 
transportation and sale in interstate commerce of natural gas for resale for 
ultimate public consumption as an integral part of applicant’s existing pipe- 
line system and is subject to the requirements of section 7 (c) of the Act, as 
amended ; 

(10) Applicant is financially able to construct the proposed facilities, and 
its gas supply is adequate to meet the increased requirements resulting from 
the operation of such facilities ; 

(11) Applicant is able and willing properly to do the acts and perform the 
services proposed and to conform to the provisions of the Act and the re- 
quirements, rules and regulations of the Commission thereunder ; 

(12) The construction and operation of the proposed facilities referred to 
in paragraph (a) above are and will be required by the present and future 
public convenience and necessity, and a certificate therefor should be granted 
as hereinafter ordered ; 

The Commission orders that: 

(A) A certificate of public convenience and necessity be and it is hereby 
issued, subject to the provisions of this order, authorizing applicant to re- 
move the facilities referred to in subparagraph (i) of paragraph (a) above 
and to construct and operate the facilities referred to in subparagraph (ii) 
of paragraph (@) above, all of which facilities are described in the applica- 
tion in this proceeding ; 

(B) Applicant shall commence the removal and construction of the facili- 
ties as herein authorized at the earliest practicable date after the issuance of 
this certificate and shall prosecute such work to completion with due diligence; 

(C) Applicant shall report to the Commission in writing, under oath, the 
completion dates of the removal and of the construction of the facilities as 
herein authorized, together with the date the facilities to be constructed are 
put in operation ; 

(D) This certificate shall not be transferable and is without prejudice to 
the authority of this Commission or any other regulatory body with respect 
to rates, service, accounts, valuation, estimate or determination of cost, or any 
other matter whatsoever now pending or which may come before this Com- 
mission or such other regulatory body, and nothing herein shall be construed 
as an acquiescence by this Commission in any estimate or determination of 
cost or any valuation of property claimed or asserted ; 

(E) Nothing herein is to be construed as affecting in any manner the de- 
termination of the service area of applicant or of any other natural-gas com- 
pany under section 7 (f) of the Natural Gas Act; i 4 

(Ff) This certificate shall be effective as long as applicant continues the 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act and any pertinent rules, regulations or orders heretofore or here- 
after issued by the Commission ; 

(G) Appropriate evidence of the issuance of this certificate shall be fur- 
nished to applicant. 
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Order approving disposition of amounts classified in Account 100.5 gas plant 
acquisition adjustments, and Account 107, gas plant adjustments 


Northern Natural Gas Company 
October 12, 1943 


It appearing to the Commission that: 

(a) On June 30, 1942, Northern Natural Gas Company filed its proposed 
reclassification and original cost studies pursuant to gas plant accounts in- 
struction 2-D of the Commission’s Uniform System of Accounts prescribed for 
natural gas companies, effective January 1, 1940, and the Commission’s order 
No. 73, pertaining thereto ; 

(b) By letter dated January 18, 1943, the company was notified that its 
studies had been accepted for filing, but that “such acceptance under no cir- 
cumstances, should be construed as approving the figures contained therein” 
and that the Commission “reserves the full right at any time in the future to 
make such examination and analysis of the studies submitted, including an 
examination of the books of account and other documents” of the company as 
the Commission “may deem warranted and to order such adjusting entries as 
may be appropriate” ; 

(c) The company has established a credit amount of $124,532.17 in Account 
100.5, gas plant acquisition adjustments, and established a debit amount of 
$20,301.49 in Account 107, gas plant adjustments ; 

(d) Northern Natural Gas Company fYoposes to dispose of the credit 
amount of $124,532.17 as follows: 


To Account 100.1, gas plant in service, representing excess of 

purchase cost over company’s determination of original cost of 

natural gas leaseholds undeveloped at date of acquisition but 

which were developed thereafter and before January 1, 1940'__ $11,059.53 
To Account 100.4, gas plant held for future use, representing ex- 

cess of purchase cost over company’s determination of original 

cost of natural gas leaseholds undeveloped at date of acquisi- 

tion and which were still undeveloped as of January 1, 1940*__- (9,685.75) 
To Account 250.2, reserve for depletion, representing estimated 

amount of depletion at date of acquisition computed from 

estimated gas reserves of developed natural gas leaseholds and 

actual gas produced therefrom up to date of acquisition____--- (103,288.00) 
To Account 250.1, reserve for depreciation, representing amount 

remaining to be applied as accrued depreciation on depreciable 

Te ORIEN ip the aha eeecenincieh eoe een ee pect tae teens ( 22,617.95) 


Tek: Acteees GGG o.oo. 1G (124,532.17) 
(e) Northern Natural Gas Company proposes to dispose of the debit amount 
of $20,301.49 established in Account 107, as follows: 
To Account 126.2, accounts receivable from associated 
companies, representing charges applicable to gas 
plant accounts of subsidiary companies______-_-_-~ $2,957.89 
To Account 131.1, materials and supplies—gas, repre- 
senting correction of accounting errors in pricing 
meters transferred to and from stock and for which 
1The proposed disposition to Accounts 100.1 and 100.4 of the amounts $11,059.53 
and $9,685.75 (credit) are transfers to correct the classification of these amounts. 
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provision for such correction has been made in 


Accoumd’ 16BA pursued eel UU os $1,210.07 

Representing correction for errors in quantities and 

pricing of other identified materials___.__._-__.____- 2,500.83 3,710.90 
To Account 250.1, reserve for depreciation, represent- 

ing correction of property retirements______--____- (10,522.96) 


To Account 265, contributions in aid of construction, 

representing gas plant additions charged in error 

to contributions in aid of construction______--__-_-~~ (548.80) 
To Account 414, miscellaneous debits to surplus, 

representing correction for errors in quantities and 

pricing of materials not identified with stores ac- 


RIE IRIB Sess npc chokes an ab itecehd cnc eee coin altnioie hedetneinetelans 3,437.82 
Representing gas plant additions originally charged 
in error to operating expense accounts____._-_-___-_ (3,164.50) 
Representing redistribution and correction of over- 
SIN NID sans cesta dee minte teats tiie tons chndi ab egariliaeeae 12,547.40 
Representing correction for expenditures capitalized 
which are not proper plant additions_____________-- 11,883.74 24,704.46 
SCE,  AIPOOERE BOT freien ~thiysing es entieina— 20,301.49 


(f) The Commission’s staff has made no field study of Northern Natural 
Gas Company’s reclassification and griginal cost studies ; 

The Commission finds that: 

The plans for disposition of the amounts established in Accounts 100.5 and 
107, described in paragraphs (d) and (e) hereof, are in conformity with cor- 
rect principles of accounting and the Commission’s Uniform System of Ac- 
counts Prescribed for Natural Gas Companies ; 

The Commission orders that: 

(A) Northern Natural Gas Company dispose of the credit amount of $124,- 
532.17 established in Account 100.5, gas plant acquisition adjustments, and 
the ‘amount of $20,301.49 established in Account 107, gas plant adjustments, 
in the manner described in paragraph (d) and (e) hereof; 

(B) Northern Natural Gas Company submit within 30 days from the date 
of service of this order, certified copies of the entries giving effect to the 
dispositions of the amounts in Accounts 100.5 and 107 herein approved and 
directed ; 

(C) This order is subject to the condition that the Commission may at any 
time hereafter make such examinations and analyses of the reclassification 
and original cost studies submitted as it deems warranted, and issue further 
orders with respect thereto. 


Order authorizing and approving merger of facilities 
The Eastern Shore Public Service Company of Maryland 
(Docket No. IT-5854) 

October 13, 1943 


The Eastern Shore Public Service Company of Maryland (hereinafter re- 
ferred to as “applicant’), a corporation having its principal business office 
at Salisbury, Maryland, on September 24, 1943, applied for an order, pursuant 
to section 203 of the Federal Power Act, authorizing it to acquire all the 
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assets of The Maryland Light and Power Company (hereinafter referred to 
as “Maryland’’), a corporation also having its principal business office at 
Salisbury, Maryland, by merger of the Maryland Company into applicant. 
Applicant filed an amendment to its application on October 9, 1943, and has 
also filed certain other data in connection therewith. 

From the verified application, as amended and supplemented, the record 
thereon, and matters on file with the Commission incorporated by reference 
therein, it appears that: 

(a) Due written notice of the aforesaid application has been given to the 
Maryland Public Service Commission and the Governor of said State. Notice 
of the application was also published in the Federal Register on October 2nd, 
and an amendment thereof on October 8th, said notice as amended stating 
that any person desiring to be heard or to make any protest with reference to 
the application should file a petition or protest on or before October 12, 1943. 
No protest or petition or request to be heard in opposition to the granting of 
such application has been received ; 

(b) Applicant proposes, by the merger into it of Maryland, to acquire all 
of the assets and to assume all the liabilities of Maryland, and to issue 9,800 
shares of common stock, of the par value of $100 each, to be delivered to 
Eastern Shore Public Service Company, a Delaware corporation, the owner 
of all of the outstanding capital stock both common and preferred of Mary- 
land, in exchange for all of said capital stock of Maryland, which consists of 
3,000 shares of no par preferred stock and 7,300 shares of no par common, 
and which will be cancelled ; 

(c) The original cost studies of applicant and Maryland have not yet been 
completed and requests for extension of time to December 31, 1943, for the 
filing thereof are presently before the Commission. Applicant has, however, 
submitted an estimate based upon latest available information which shows 
that the book balances of the electric property accounts of applicant and 
Maryland exceed the original cost thereof by $582,132.38 divided as follows: 















Account 100.5 
electric plant acqui- 
sition adjustments 


Account 107 
electric plant 
adjustments 






ccs tint dentinnenascies tonto incchaonaniidata 


$374,854.88 
 nncenimncnnnnmnnnniis 


86,706.84 


$62,065.75 
58,504.91 





As an incident to the contemplated merger, applicant proposes to make 
accounting adjustments with respect to $555,397.67 of such excess by the im- 
mediate write-off of $200,000 and by the establishment of a reserve for plant 
and acquisition adjustments in the amount of $355,397.67, leaving an esti- 
mated balance of $26,734.71 of excess over original cost relating to electric 
property not thereby provided for ; 

(d) The Public Service Commission of Maryland has approved the pro- 
posed merger of Maryland into the applicant ; 

The Commission, having considered the aforesaid application and materials 
above referred to, finds that: 

(1) Applicant, The Eastern Shore Public Service Company of Maryland, 
is a corporation organized and existing under and by virtue of the laws of the 
State of Maryland; 

(2) Applicant and Maryland each owns and operates facilities for the trans- 
mission and for the sale at wholesale of electric energy which is transmitted 
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between the States of Maryland and Delaware, and Maryland and Virginia, 
and consumed by persons other than the transmitter thereof, at points out- 
side the State from which it is transmitted. Such facilities are facilities for 
the transmission and sale at wholesale of electric energy in interstate com- 
merce. Each of said companies, therefore, is a public utility within the mean- 
ing of that term as used in section 208 of the Federal Power Act; 

(3) The assets of Maryland proposed to be acquired by the applicant in- 
clude the whole of its facilities subject to the jurisdiction of this Commission. 
By the proposed merger, applicant will merge its facilities subject to the juris- 
diction of the Commission with facilities of another person within the mean- 
ing of the provisions of the aforesaid section 208 ; 

(4) Under section 9(b) of the Public Utility Holding Company Act of 1935, 
the proposed acquisition of facilities of Maryland is not subject to the re- 
quirements of section 9(a) of said Act. Applicant is subject to no other re- 
quirements of said Act, or of a rule, regulation or order thereunder, in respect 
of its proposed acquisition of facilities and is, therefore, not exempt by section 
318 of the Federal Power Act from the requirements of section 208 of the 
latter Act; 

(5) The proposed merger, subject to the conditions hereinafter provided, 
will result in corporate simplification and improvement in capital structure, 
will tend toward greater efficiency and more economical operations, and will 
be consistent with the public interest ; 

The Commission orders that: 

(A) The proposed merger of facilities subject to the jurisdiction of the Com- 
mission be and the same is hereby authorized and approved on the terms and 
conditions set forth in the application and other data submitted by applicant 
and subject to the terms hereof ; 

(B) Applicant shall complete original cost studies and plan of reclassifi- 
eation of: accounts as required by the Commission’s Uniform System of Ac- 
counts and orders incidental thereto, with diligence and expedition. The Com- 
mission reserves jurisdiction over: 

(i) The charges to and disposition of any balance in the reserve for plant 
and acquisition adjustments ; 

(ii) The balance of amounts in excess of original cost as indicated by the 
present estimates, referred to in paragraph (c) above and the disposition 
thereof; and 

(iii) Any additional amounts in excess of original cost which may be in- 
dicated upon examination of the completed original cost studies and the dis- 
position thereof ; 

(C) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, services, 
accounts, valuations, estimates or determinations of cost, or any other matter 
whatsoever which may come before this Commission or such other regulatory 
body, and nothing in this order shall be construed as an acquiescence by this 
Commission in any estimate or determination of cost or any valuation of 
property claimed or asserted ; 

(D) This authorization shall expire unless acted upon within sixty daya 
after the date of this order ; 

(E) Applicants shall report with reference to the subject matter hereof as 
required by the Commission’s Rules of Practice and Regulations, and shall 
file the appropriate accounting entries within six months from the date of 
consummation of the proposed merger as required by the provisions of the 
Uniform System of Accounts. 
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Order authorizing abandonment of facilitics 
United Gas Pipe Line Company 
(Docket No. G-—485) 

October 13, 1943 


It appearing to the Commission that: 

(a) On July 19, 1948, United Gas Pipe Line Company (hereinafter referred 
to as “applicant”) filed an application for authority pursuant to section 7 (b) 
of the Natural Gas Act to abandon and remove approximately eight miles of 
12%4-inch pipeline extending in a southwesterly direction from what is known 
as the Waskom Area, located in Harrison County, Texas, and Caddo Parish, 
Louisiana, to the vicinity of applicant’s Latex compressor station ; 

(6b) Pursuant to the Commission’s order of August 24, 1943, fixing a date 
of hearing on the application, a public hearing was held after appropriate 
notice thereof to all interested parties, including publication of the August 24, 
1943, order in the Federal Register (Vol. 8, p. 11,968) and service of such 
order by mail on the regulatory commissions of Alabama, Florida, Louisiana, 
Mississippi and Texas, and no protest to the application has been received ; 

(c) The War Production Board has authorized applicant to abandon and 
remove the facilities as proposed ; 

The Commission, having considered the application and the record made 
in the public hearing with respect thereto, finds that: 

(1) Applicant, a Delaware corporation having its principal place of business 
at Shreveport, Louisiana, is engaged in the transportation and sale of natural 
gas in interstate commerce for resale for ultimate public consumption by 
means of its integrated pipeline transmission system located in, and extend- 
ing across the boundary lines of, the States of Alabama, Florida, Louisiana, 
Mississippi, Oklahoma, and Texas; 

(2) Applicant is a natural-gas company within the meaning of the Natural 
Gas Act; 

(3) The facilities proposed to be abandoned and removed were formerly 
used for the transportation and sale in interstate commerce of natural gas 
for resale for ultimate public consumption as integral parts of applicant's 
existing pipeline system, and are subject to the requirements of section 7(b) 
of the Act; 

(4) Because of the natural decline in gas available from and through the 
Waskom Area, the facilities proposed to be abandoned and removed are no 
longer necessary for the transportation of gas, for other facilities remaining 
in operation after the proposed removal of facilities is effected will provide 
sufficient capacity to transport the available supplies of gas moving from: and 
through that area ; 

(5) The proposed abandonment and removal of facilities will not affect ap- 
plicant’s service to any of its customers, and applicant: has a need for such 
facilities and desires to use them in other parts of its system ; 

(6) The present and future publie convenience and necessity will permit 
the proposed abandonment and removal of facilities ; 

The Commission orders that: 

(A) Applicant be and it is hereby authorized to abandon the operation of 
and remove the facilities referred to in paragraph (a) above and described 
in the application in this proceeding ; 

(B) Within 15 days after the removal of the facilities herein authorized 
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is completed, applicant shall advise the Commission in writing, under oath, of 
that fact ; 

(C) Nothing contained in this order shall be construed as authority to ex- 
tend, install, construct or operate facilities, nor shall it be construed as a 
waiver of any requirement of section 7(c) of the Natural Gas Act, as amended. 


Order issuing certificate of public convenience and necessity 
United Gas Pipe Line Company 
(Docket No. G-491) 
October 13, 1943 


It appearing to the Commission that: 

(a) On August 3, 1943, United Gas Pipe Line Company. (hereinafier referred 
to as “applicant’”) filed an application seeking a certificate of public con- 
venience and necessity pursuant to section 7(c) of the Natural Gas Act, as 
amended, authorizing the construction and operation of the facilities herein- 
after referred to; 

(b) The proposed construction consists of approximately two and one half 
miles of 44-inch pipeline, to be located in Terrebonne Parish, Louisiana, and 
extending from the South Houma gas field in a northwesterly direction to 
connect with applicant’s 12%4-inch line from the De Large Field, which latter 
line was authorized by the Commission’s order of August 24, 1948, in docket 
No. G-398, 3 F. P. C. 1070, and is now under construction, together with the 
necessary metering and communication facilities ; 

(c) Pursuant to the Commission’s order of August 24, 1943, fixing date of 
hearing on the application, a public hearing was held after appropriate notice 
thereof to all interested parties, including publication of the August 24, 1943 
order in the Federal Register (Vol. 8, p. 11,968) and service of such order by 
mail on the regulatory commissions of Alabama, Florida, Louisiana, Missis- 
sippi and Texas, and no protest to the application has been received; 

(d@) The War Production Board has issued to the applicant preference rat- 
ings for the materials to be used in the construction of the facilities referred 
to above; 

The Commission, having considered the application and the record made in 
the public hearing with respect thereto, finds that: 

(1) Applicant, a Delaware corporation having its principal place of busi- 
ness at Shreveport, Louisiana, is engaged in the transportation and sale of 
natural gas in interstate commerce for resale for ultimate public consumption 
by means of its integrated pipeline transmission system located in, and ex- 
tending across the boundary lines of, the States of Alabama, Florida, Louisi- 
ana, Mississippi, Oklahoma and Texas; 

(2) Applicant is a natural-gas company within the meaning of the Natural 
Gas Act; 

(3) The proposed facilities will be used for the transportation and sale in 
interstate commerce of natural gas for resale for ultimate public consumption 
as integral parts of applicant’s existing pipeline system, and are subject to 
the requirements of section 7(c) of the Act, as amended ; 

(4) Applicant serves the natural-gas requirements of numerous war in- 
dustries, as well as domestic and commercial consumers, in the Mobile and 
New Orleans gulf coast areas, and the demands upon applicant for natural 
gas in these areas have been greatly increased by the war program; 
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(5) In order to meet its estimated peak demands in the Mobile and New 
Orleans areas, applicant proposes, among other things, te construct the fa- 
cilities referred to above to bring into its system additional supplies of gas 
from the South Houma field; 

(6) Such supplies are not presently available, but applicant has shown a 
reasonable expectancy of obtaining approximately 9,700 M.c.f. daily by pur- 
chase from Shell Oil Company, to be produced by developing for gas produc- 
tion two wells originally drilled for oil in the South Houma field, such devel- 
opment, however, being contingent upon assurance that applicant can and 
will connect the wells to applicant’s 12%-inch line from the De Large Field, 
referred to in paragraph (b) above; 

(7) The supply of gas available, if the two wells to be redeveloped by the 
Shell Oil Company produce by test approximately 15,000 M.c.f. daily, will jus- 
tify the construction of the proposed line and such a supply, together with that 
to be obtained from a new well to be drilled in the De Large Field by Union 
Producing Company, will be sufficient to utilize the full remaining capacity of 
applicant’s Lirette-New Orleans line, Lake Long-St. Rose line, the proposed 
Lake Long-St. Rose loop, and Lirette-Mobile line available to assist applicant 
to care for increases in the demands for natural gas in the New Orleans and 
Mobile gulf coast area ; 

(8) The price proposed to be paid for the gas during the initial period will 
be 8 cents per thousand cubic feet plus reimbursement to the seller for sever- 
ance and other taxes and the payment of the gathering tax by the buyer, 
or a total of slightly less than 4 cents per thousand under present taxes and 
the gas will be sold by applicant under its presently established rates and 
through new operations, hereafter to be undertaken, which will be subject 
to the requirements of section 7(c) of the Act; 

(9) The cost of construction of the proposed facilities appears to be both 
adequate and reasonable ; 

(10) Applicant is financially able to construct the proposed facilities ; 

(11) Upon obtaining the anticipated supply of gas from the South Houma 
field, applicant will be able and willing properly to do the acts and perform the 
services proposed and to conform to the provisions of the Act and the re- 
‘quirements, rules and regulations of the Commission thereunder ; 

(12) The construction and. operation of the proposed facilities subject to 
the condition hereinafter provided for are and will be required by the present 
and future public convenience and necessity, and a certificate therefore should 
be granted ; 

The Commission orders that: 

(A) A certificate of public convenience and necessity be and it is hereby 
issued authorizing applicant to construct and operate the facilities referred 
to in paragraph (b) above as described in the application in this proceeding, 
subject to the provisions of this order ; 

(B) This order shall not be effective until and unless, within 120 days 
from the date hereof, applicant shall have submitted to the Commission in 
writing, under oath, a statement showing that an adequate supply of gas in 
the South Houma field has been obtained, together with photostatic or certi- 
fied copies of any contracts or agreements relating thereto ; 

(C) Upon the taking effect of this order applicant shall promptly commence 
construction of the proposed facilities and shall prosecute such construction to 
completion with due diligence ; 

(D) Applicant shall report to the Commission in writing, under oath, the 
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dates on which eonstruction of the proposed facilities was commenced and 
completed, together with the date such facilities are put into operation; 

(E) This certificate shall not be transferable and is without prejudice to 
the authority of this Commission or any other regulatory body with respect 
to rates, service, accounts, valuation, estimate or determination of cost, or 
any other matter whatsoever now pending or which may come before this 
Commission or such other regulatory body, and nothing herein shall be con- 
strued as an acquiescence by this Commission in any estimate or determina- 
tion of cost or any valuation of property claimed or asserted ; 

(F) Nothing herein is to be construed as affecting in any manner the de- 
termination of the service area of applicant or of any other natural-gas com- 
pany under section 7(f) of the Natural Gas Act; 

(G) This certificate shall be effective as long as applicant continues the 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act and any pertinent rules, regulations or orders heretofore or here- 
after issued by the Commission ; 

(H) Appropriate evidence of the issuance of this certificate shall be fur- 
nished to applicant, upon receipt of the statement referred to in paragraph 
(B), above. 


Order authorizing issuance of securities 
California Electric Power Company 
(Docket No. IT-5852 
October 15, 1943 


Upon application filed September 13, 1943, and subsequently supplemented 
and amended by California Electric Power Company (hereinafter referred to 
as the “applicant”), a corporation having its principal office at Riverside, Cali- 
fornia, requesting an order authorizing the issuance of certain stocks and 
first mortgage bonds, all as more specifically set forth in the application and 
exhibits attached thereto; and ° 

It appearing to the Commission that: 

(a) Written notice of the application has been duly given to the Arizona 
Corporation Commission, the Railroad Commission of the State of California, 
the Public Service Commission of Nevada, and to the Governor of each of 
those States, and notice of said application was published in the Federal 
Register of September 17, 1943, Volume 8 and page 12715, notifying those de- 
siring to be heard or to file protest that they should do so on or before Sep- 
tember 30, 1943, and no protest or petition or request to be heard in opposi- 
tion to the granting of the application has been received ; 

(vb) The applicant proposes to issue the following securities : 

( i) $16,000,000 principal amount of first mortgage bonds ; 

(ii) 40,000 shares of convertible prior preferred stock, par value $100 per 
share; 

(iii) 480,000 shares of common stock (subject to increase or decrease in ac- 
cordance with applicable provisions of section eight of resolution creating the 
initial series of prior preferred stock) as required from time to time upon con- 
version of convertible prior preferred stock ; 

(iv) Common stock par value $1 per share, by reduction in the par value 
of presently outstanding common stock from $10 per share; 

(c) Negotiations for the sale of the bonds and prior preferred stock were 
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conducted on the basis of the underwriters’ proposal submitted in response 
to an advertisement published by the applicant inviting proposals as to the 
amount and kind of securities which it_would be feasible to issue and sell in 
order to obtain funds for the purpose of refunding its outstanding bonds and 
collateral serial note, and no finder’s fees are to be paid; 

(d) The maximum rate of interest on the new bonds will be 344%, the 
minimum price to the public will be 10344, and the underwriter’s spread will 
not exceed 244%; the maximum dividend rate on the prior preferred stock 
will be 544%, the price to the public not less than $1024, and the applicant 
will pay the underwriters a fee not to exceed $4.00 per share; 

(e) The purpose of the issuance of the bonds and convertible prior pre- 
ferred stock is to enable applicant to refund its First Trust Mortgage Bonds, 
Series of 1956, outstanding in the amount of $18,996,700 and to pay $630,000, 
3% Collateral Serial Note, due 1943-45; and the proposed additional common 
shares are to be issued in accordance with conversion privileges of the pro- 
posed prior preferred stock ; 

(f) The purpose of reducing the par value of presently outstanding common 
stock is to enable the creation of a reserve to provide for elimination of 
amounts in excess of original cost in applicant’s plant accounts; 

(g) The proposed refinancing, reflecting a culmination of several years of 
effort to improve applicant’s capital structure and financial condition (certain 
aspects of which the Commission has heretofore considered, e.g., see In the 
Matter of The Nevada California Electric Corporation, 2 F. P. C. 94, 100, 32 
P. U. R. (N. S.) 65, will reduce the ratio of bonds to plant and the ratio of 
interest requirements to gross operating revenues, and afford more flexibility 
in the matter of raising new money ; 

(h) Applications for orders relating to the issuance of the prior preferred 
stock and bonds are pending before the Arizona Corporation Commission and 
relative to the issuance of bonds, before the Railroad Commission of the State 
of California ; 

The Commission, having considered said application as supplemented and 
amended and the record thereon, finds that: 

(1) The applicant is a corporation organized and existing under the laws 
of the State of Delaware and is engaged in the business of generating, trans- 
mitting, and distributing electric energy to the public within the States of 
Arizona, California and Nevada; 

(2) The applicant owns and operates facilities, among others, for the trans- 
mission and sale at wholesale of electric energy which is transmitted between 
and among the aforesaid States and consumed by persons other than the 
transmitter thereof at points outside the respective States from which it is 
transmitted, and the applicant is, therefore, a public utility within the mean- 
ing of that term as used in section 204 of the Federal Power Act; 

(3) The proposed transactions described in paragraph (b), above, are issues 
of securities within the meaning and subject to the requirements of section 
204 of the Federal Power Act; 

(4) Applicant is not organized in a State under the laws of which its se- 
curity issues are regulated by a State commission within the meaning of 
section 204(f) of the Federal Power Act, and the proposed issues are, there- 
fore, not exempted by that section from the requirements of section 204 of the 
Act; 

(5) The proposed issuance of securities will enable applicant to refund its 
outstanding debt at a substantial saving in interest and improve its capital 
structure and financial condition ; 


390 FEDERAL POWER COMMISSION 


(6) The proposed issues of securities as hereinafter authorized will be for 
lawful objects, within the corporate purposes of the applicant and compatible 
with the public interest, which are appropriate for and consistent with the 
proper performance by the applicant of service as a public utility and which 
will not impair its ability to perform that service, and are reasonably ap- 
propriate for such purposes ; and 

The Commission orders that: 

(A) The proposed issues of securities are authorized upon the terms and 
conditions and for the purposes set forth in the application as supplemented 
and amended, subject to the provisions of this order ; 

(B) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
accounts, valuation, estimates or determinations of cost, or any other matter 
whatsoever which may come before this Commission, or such other regulatory 
body, and nothing in this order shall be construed as an acquiescence by this 
Commission in any estimate or determination of cost or any valuation of 
property claimed or asserted ; 

(C) This authorization shall expire unless acted upon within sixty (60) 
days after the entry of this order, provided, that the authorization as to the 
issuance of common stock upon conversion of prior preferred stock shall be 
in effect as long as such prior preferred stock with such right of conversion 
shall remain outstanding ; 

(D) Nothing in this order shall be construed to imply any guarantee or 
obligation on the part of the United States in respect to any securities to 
which this order relates ; 

(E) The applicant shall report with reference to the subject matter hereof 
as required by the Commission’s Rules of Practice and Regulations. 


Order amending determination and order 
Wisconsin Electric Power Company 
(Docket No. IT-5805) 

October 15, 19438 


Upon consideration of the request filed September 6, 1943, by Wisconsin 
Electric Power Company for amendment of the Commission determination and 
order of December 31, 1942, 3 F. P. C. 889, as modified March 11, 1943, in 
this matter; and 

It appearing to the Commission that: 

(a) Wisconsin Electric Power Company (hereinafter applicant) requests an 
amendment of such modified determination and order so as to permit appli- 
cant to use and maintain its interconnection with Public Service Company of 
Northern Illinois (hereinafter Public Service), at the Wisconsin-Illinois boun- 
dary between Kenosha, Wisconsin, and Waukegan, Illinois, in the same man- 
ner during the present war emergency as the Commission authorized Public 
Service by order of August 25, 1943, in docket No. IT-5816, 3 F. P. C. 1075; 

(b) The Director, Office of War Utilities, War Production Board, advised 
the Commission by letter dated June 22, 1943, that such interconnection of 
the systems of applicant and Public Service is considered essential “for the 
purpose of making full use of combined system reserves through continuous 
interconnection, both in the areas served by these two companies and also in 
the entire interconnected area of which these companies are a part”; 
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(c) The limitation upon the use of the interconnection, which applicant 
seeks to have removed, was prescribed in the modified determination and order 
pursuant to the original application filed October 5, 1942, in this matter by 
applicant ; 

The Commission, upon consideration of the request for amendment of the 
modified determination and order, and other pertinent material in its records 
and files, finds that: 

Amendment of the modified determination and order, to permit the full use 
of the interconnection by applicant during the present war hostilities, but not 
for more than ninety days after the cessation of such hostilities, is desirable 
in the public interest to aid in the war effort, as hereinafter provided ; 

The Commission orders that: 

The ordering clause of the aforesaid modified determination and order be 
and it is hereby amended to read: 

(A) The use of the aforesaid interconnection during the present war hos- 
tilities but not beyond ninety days after the cessation of such hostilities, shall 
not affect the status of applicant under the Federal Power Act; provided, how- 
ever, that the Commission may thereafter determine the status of applicant 
under the Act without regard for any provisions of this determination and 
order or any claim based hereon ; 

(B) This determination and order is expressly limited to the use of the 
aforesaid interconnection as provided herein, and any and all exemptions 
granted hereby shall terminate and cease to have force or effect from and 
after ninety days following the cessation of present war hostilities, unless 
the Commission shall hereafter extend such exemptions by further determina- 
tion and order ; 

(C) Applicant shall promptly file with the Commission two copies of its 
interchange agreement with Public Service and shall report to the Commission 
on the fifth day of each month hereafter the amounts of electric energy re- 
ceived and transmitted in each direction during the preceding month through 
the aforesaid interconnection, as well as such other or special reports as the 
Commission may from time to time require; 

(D) The Commission may hereafter, upon its own motion or upon com- 
plaint, make such investigation as it may deem necessary to ascertain whether 
the aforesaid interconnection is being used within the limitations of this de- 
termination and order, and if the Commission finds otherwise, it may modify 
or terminate any or all provisions of this determination and order; 

(E) This determination and order shall be without prejudice to any right 
or privilege of any electric utility whose system is directly or indirectly inter- 
connected with the system of either applicant or Public Service to apply for 
a similar determination and order with respect to the effect of the use here- 
under of the aforesaid interconnection upon the system of such electric utility. 


Order issuing certificate of public convenience and necessity 
Natural Gas Company of West Virginia 
(Docket No. G-389) 
October 26, 1943 


Upon consideration of the application dated May 8, 1942, and an amend- 
ment thereto filed March 26, 1943, by Natural Gas Company of West Virginia 
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pursuant to section 7(c) of the Natural Gas Act, as amended, for a certificate 
of public convenience and necessity authorizing the continuation of opera- 
tions by the company, subject to the Commission’s jurisdiction, in which the 
company, on February 7, 1942, and subsequent thereto, has been bona fide 
engaged ; and 

It appearing to the Commission that: 

(a) Natural Gas Company of West Virginia (hereinafter referred to as 
“applicant”) is a corporation engaged in the transportation and sale for re- 
sale of natural gas moving in an uninterrupted flow between points in Ohio, 
Pennsylvania, and West Virginia by means of its natural gas pipelines and 
appurtenant facilities located in said States and extending across the State 
lines of both States; 

(b) Notice of the application has been duly served upon all interested 
parties, in accordance with the Commission’s regulations, and published in 
Volume 7, Federal Register, page 4008, and no protest thereto has been re- 
ceived ; 

The Commission finds that: 

(1) Applicant is engaged in the transportation of natural gas in interstate 
commerce and in the sale in interstate commerce of natural gas for resale 
for ultimate public consumption for domestic, commercial, industrial and other 
uses, and is a natural-gas company within the meaning of the Natural Gas 
Act; 

(2) On February 7, 1942, applicant was bona fide engaged in the trans- 
portation and sale of natural gas for resale, subject to the jurisdiction of this 
Commission, over the routes described in its application as amended and ex- 
hibits attached thereto, and has so operated since that time; 

(3) The application was duly made to the Commission within ninety days 
after February 7, 1942, (the effective date of section 7(c) amended), and 
complies with the Commission’s regulations as to form and content; 

The Commission, therefore, orders that: 

(A) A certificate of public convenience and necessity be and it is hereby 
issued to Natural Gas Company of West Virginia authorizing its continued 
operation of its facilities, which were in bona fide operation on February 7, 
1942, and have been so operated since then, as described in its application as 
amended, for the transportation and sale of natural gas subject to the juris- 
diction of this Commission ; 

(B) This certificate shall not be transferable and its issuance is without 
prejudice to the authority of this Commission, or any other regulatory body, 
with respect to rates, service, accounts, valuation, estimate or determination 
of cost, or any other matter whatsoever which may come before this Com- 
mission or such other regulatory body and nothing herein shall be construed 
as an acquiescence by this Commission in any estimate or determination of cost, 
or any valuation of property claimed or asserted ; 

(C) Nothing herein is to be construed as affecting in any manner the de- 
termination of applicant’s service area under section 7(f) of the Natural Gas 
Act; 

(D) This certificate shall be effective as long as applicant continues the 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act and any pertinent rules, regulations or orders heretofore or here- 
after issued by the Commission ; 

(E) Appropriate evidence of the’ issuance of this certificate shall be fur- 
nished to applicant. 
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ite 5 
a- ' Order issuing certificate of public convenience and necessity 

> Northern Natural Gas Company 

e 

(Docket No. G—465) 

os October 26, 1943 
re- It appearing to the Commission that: 

io, (a) On April 15, 1943, Northern Natural Gas Company (hereinafter referred 
nd to as “applicant’) filed an application seeking a certificate of public con- 
ite venience and necessity pursuant to section 7(c) of the Natural Gas Act, as 


amended, authorizing the construction and operation of the facilities herein- 
ed after described ; 
in (b) The proposed construction consists of: 
re- (i) One additional 1,000 horsepower unit at the applicant’s Skellytown 
compressor station located in Carson County, Texas; and 
(ii) A 24-inch loop line, approximately 25.1 miles long, extending from ap- 


ite plicant’s Bushton compressor station in Rice County, Kansas, in a southwes- 
ile terly direction undercrossing the Arkansas River to a point in the Southeast 
er Quarter of Section 32, Township 20 South, Range 12 West, Barton County, 
as Kansas ; 

(c) Pursuant to the Commission’s order of June 22, 1943, fixing date of 
1S- hearing on the application, a public hearing was held after appropriate notice 
lis thereof to all interested parties, including publication of the June 22, 1943 
‘X- order in the Federal Register (Vol. 8, page 8884) and service of such order 

by registered mail on the governors and regulatory commissions of the States 
ys of Iowa, Kansas, Minnesota, Nebraska, Oklahoma, South Dakota, and Texas, 
nd and no protest to the application has been received ; 


(d) The War Production Board has issued to the applicant preference 
rating orders for the materials to be used in the construction of the above- 
by described facilities ; 


ed The Commission, having considered the application and the record made in 
t, the public hearing with respect thereto, finds that: . 
as (1) Applicant, a Delaware corporation having its principal place of busi- 
is- ness at Omaha, Nebraska, produces natural gas in the States of Texas and 
Kansas, purchases natural gas produced in the States of Texas, Oklahoma 
ut and Kansas, and transports such gas by means of its integrated pipeline sys- 
ly, tem from the States in which such gas is produced and purchased through or 
on into other States, and sells such gas for resale for ultimate public consump- 
m- tion in the States of Kansas, Nebraska, Iowa, Minnesota and South Dakota; 
ed (2) Applicant is engaged in the transportation and sale of natural gas in 
st, interstate commerce for resale for ultimate public consumption and is a na- 
tural-gas company within the meaning of the Natural Gas Act; 
le- (3) The facilities described in paragraph (b) above will be used for the 
as transportation and sale in interstate commerce of natural gas for resale for 
ultimate public consumption, as integral parts of applicant’s existing pipeline 
he system, and are subject to the requirements of section 7 (c) of the Natural 
‘al Gas Act, as amended; 
e (4) The facilities described in paragraph (b) above are required to in- 
crease the volumes of gas to be taken by applicant from the Texas Pan- 
Ir- handle and Hugoton gas fields to offset its reduced deliveries from the rapidly 


depleting Otis or Rush County, Kansas, gas field, and thus enable applicant to 
maintain its present rate of deliveries to its customers, many of whom are di- 
rectly engaged in essential war work ; 
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(5) Applicant is financially able to construct the proposed facilities, and 
its gas supply is adequate to meet the increased requirements resulting from 
the operation of such facilities ; 

(6) Applicant is able and willing properly to do the acts and perform the 
services proposed and to conform to the provisions of the Act and the re- 
quirements, rules and regulations of the Commission thereunder ; 

(7) The construction and operation of the facilities described in paragraph 
(b), above, are and will be required by the present and future public con- 
venience and necessity, and a certificate therefor should be granted as here- 
inafter ordered; 

The Commission orders that: 

(A) A certificate of public convenience and necessity be and it hereby is 
issued authorizing the applicant to construct and operate the facilities de- 
scribed in paragraph (b), above, subject to the terms and conditions of this 
order ; 

(B) Applicant shall commence the construction of the facilities described 
in paragraph (b), above, at the earliest practi¢able date after the issuance of 
this certificate and shall prosecute such construction to completion with due 
diligence ; 

(C) Applicant shall report to the Commission in writing, under oath, the 
dates on which construction of the facilities described in paragraph (b), 
above, was commenced and completed, together with the date or dates such 
facilities are put into operation ; 

(D) This certificate shall not be transferable and is without prejudice to 
the authority of this Commission or any other regulatory body with respect to 
rates, service, accounts, valuation, estimate or determination of cost, or any 
other matter whatsoever now pending or which may come before this Com- 
mission or such other regulatory body, and nothing herein shall be construed 
as an acquiescence by this Commission in any estimate or determination of 
cost or any valuation of property claimed or asserted ; 

(E) Nothing herein is to be construed as affecting in any manner the de- 
termination of the service area of applicant or of any other natural-gas com- 
pany under section 7 (f9 of the Natural Gas Act; 

(Ff) This certificate shall be effective as long as applicant continues the 
operations hereby authorized in accordance with the provisions of the Na- 
tural Gas Act and any pertinent rules, regulations or orders heretofore or 
hereafter issued by the Commission ; 

(G) Appropriate evidence of the issuance of this certificate shall be fur- 
nished to applicant. 


Order issuing certificate of public convenience and necessity 
Northern Natural Gas Company 
(Docket No. G-476) 
October 26, 1943 


It appearing to the Commission that: 

(a) On May 4, 1942, Northern Natural Gas Company (hereinafter referred 
to as “applicant”) filed an application, Division F of which (formerly desig- 
nated as docket No. G—280, now docket No. G-476) requested a certificate of 
public convenience and necessity pursuant to section 7 (c) of the Natural Gas 
Act, as amended, authorizing the construction and operation of the facilities 
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hereinafter described, and further requested that a temporary certificate be 
issued pending final determination by the Commission on that part of the 
application ; ws 

(6) The facilities for which authorization was sought by Division F of the 
May 4, 1942 application are described as follows: 

(i) A 1,000 horsepower compressor unit, with the required accessories, at 
applicant’s Sublette, Kansas, compressor station ; 

(ii) A 1,300 horsepower compressor unit, with the required accessories, at 
applicant’s Bushton, Kansas, compressor station ; 

(iii) An 800 horsepower compressor unit, with the required accessories, at 
applicant’s Hooper, Nebraska, compressor station ; 

(iv) A loop line of 20 and 24 inch steel pipe about 6.2 miles long extending 
in a southwesterly direction from the inlet side of the Sublette, Kansas, com- 
pressor station adjacent to and approximately parallel with applicant’s 20 
inch main transmission line; 

(v) A loop line of 24 inch O. D. steel pipe about 9.9 miles long, approxi- 
mately parallel with applicant’s 26 inch main transmission line, extending 
in a northeasterly direction from the northeastern end of an existing 24 inch 
loop line at a point about 23.9 miles northeast of applicant’s Mullinville, Kan- 
sas, compressor station, the location of which point is more specifically de- 
scribed as being 3,104 feet north and 55 feet west of the southeast corner of 
Section 23, Township 25 South, Range 17 West, in Edwards County, Kansas; 

(vi) A loop line of 24 inch O. D. steel pipe about 15.3 miles long, approxi- 
mately parallel with applicant’s 26 inch main transmission line, extending in 
a northeasterly direction from the northeastern end of an existing 24 inch 
loop line at a point about 26.8 miles northeast of applicant’s Bushton, Kan- 
sas, compressor station, the location of which point is more specifically de- 
scribed as being 60 feet east and 409 feet south of the northweast corner of 
Section 14, Township 14 South, Range 7 West, in Ellsworth County, Kansas; 

(c) By order of September 3, 1942, 3 F. P. C. 804, the Commission issued a 
temporary certificate of public convenience and necessity authorizing the con- 
struction and operation of the aforesaid facilities pending final determination 
of the application filed by the applicant on May 4, 1942; 

(d) Subsequently, applicant requested a one-year extension of time to com- 
mence and complete construction of the two loop lines described in subpara- 
graphs (v) and (vi) of paragraph (b) above, which request was denied by 
the Commission’s order of December 29, 1942, 3 F. P. C. 886, and those lines 
were not constructed; the facilities described in subparagraphs (i) through 
(iv) of paragraph (6), above, were completed and placed in operation ; 

(e) Pursuant to the Commission’s order of June 22, 1943, 3 F. P. ©. 1022, 
fixing date of hearing on Division F of the application of May 4, 1942, inso- 
far as it seeks permanent authorization, a public hearing was held after ap- 
propriate notice thereof to all interested parties, including publication of the 
June 22, 1948 order in the Federal Register (Vol. 8, page 8884) and service of 
such order by registered mail on the governors and regulatory commissions 
of the States of Iowa, Kansas, Minnesota, Nebraska, Oklahoma, South Dakota 
and Texas; and no protest to the application has been received ; 

(f) At the hearing, applicant’s counsel moved to dismiss Division F of the 
application of May 4, 1942, insofar as it relates to the facilities not con- 
structed,. which facilities are described in subparagraphs (v) and (vi) of 
paragraph (0b), above; 

The Commission, having considered the application and the record made in 
the public hearing with respect thereto, finds that: 
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(1) Applicant, a Delaware corporation having its principal place of busi- 
ness at Omaha, Nebraska, produces natural gas in the States of Texas and 
Kansas, purchases natural gas produced in the States of Texas, Oklahoma 
and Kansas, and transports such gas by means of its integrated pipeline 
system from the States in which such gas is produced and purchased through 
or into other States, and sells such gas for resale for ultimate public con- 
sumption in the States of Kansas, Nebraska, Iowa, Minnesota and South 
Dakota; 

(2) Applicant is engaged in the transportation and sale of natural gas in 
interstate commerce for resale for ultimate public consumption and is a na- 
tural-gas company within the meaning of the Natural Gas Act; 

(3) The facilities described in subparagraphs (i) through (iv) of para- 
graph (b), above, are used for the transportation and sale in interstate com- 
merce of natural gas for resale for ultimate public consumption as integral 
parts of applicant’s existing pipeline system, and such facilities are subject 
to the requirements of section 7 (c) of the Natural Gas Act, as amended; 

(4) The facilities described in subparagraphs (i) through (iv) of para- 
graph (b), above, have increased applicant’s system capacity by approximately 
5,000,000 cubic feet per day and are required to enable applicant to serve 
increased demands for natural gas required by its customers, many of whom 
are directly engaged in essential war work; 

(5) Applicant’s gas supply is adequate to meet the increased requirements 
resulting from the operation of the facilities referred to in paragraph (4), 
above; 

(6) Applicant is able and willing properly to do the acts and perform the 
services proposed and to conform to the provisions of the Act and the re- 
quirements, rules and regulations of the Commission thereunder ; 

(7) The continued operation of the facilities referred to in paragraph (4), 
above, is and will be required by the present and future public convenience 
and necessity and a certificate therefor should be granted as hereinafter 
ordered ; 

The Commission orders that: s 

(A) A certificate of public convenience and necessity be and it hereby is 
issued authorizing the construction and operation by the applicant of the 
facilities described in subparagraphs (i) through (iv) of paragraph (b), 
above, subject to the terms and conditions of this order ; 

(B) This certificate shall not be transferable and is without prejudice to 
the authority of this Commission or any other regulatory body with respect 
to rates, service, accounts, valuation, estimate or determination of cost, or any 
other matter whatsoever now pending or which may come before this Com- 
mission or such other regulatory body, and nothing herein shall be construed 
as an acquiescence by this Commission in any estimate or determination of 
cost or any valuation of property claimed or asserted ; 

(C) Nothing herein is to be construed as affecting in any manner the de- 
termination of the service area of applicant or of any other natural-gas com- 
pany under section 7 (f) of the Natural Gas Act; 

(D) This certificate shall be effective as long as applicant continues the 
operations hereby authorized in accordance with the provisions of the Na- 
tural Gas Act and any pertinent rules, regulations or orders heretofore or 
hereafter issued .by the Commission ; ‘ 

(E) Appropriate evidence of the issuance of this certificate shall be, fur- 
nished to applicant ; 
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(F) Division F of the application of May 4, 1942, insofar as it pertains to 
the facilities described in subparagraphs (v) and (vi) of paragraph (bd), 
above, be and it hereby is dismissed without prejudice. 


Order directing disposition of amounts classified in Account 100.5, electric plant 
acquisition adjustments, and Account 107, electric plant adjustments 


Louisiana Power & Light Company 
(Docket No. IT-5853) 
October 26, 1943 


It appearing to the Commission that: 

(a) On July 11, 1940, Louisiana Power & Light Company, (herein some- 
times referred to as “Louisiana’”’), filed its proposed reclassification and 
original cost studies of electric plant pursuant to electric plant accounts in- 
struction 2-D of the Commission’s Uniform System of Accounts Prescribed 
for Public Utilities and Licensees, and the Commission’s order of May 11, 
1937, pertaining thereto; 

(b) On September 9, 1940, Louisiana submitted revised reclassification and 
original cost studies of electric plant ; 

(c) On April 2, 1942, Louisiana filed its proposed reclassification and 
original cost studies of gas plant pursuant to gas plant accounts instruction 
2-D of the Commission’s Uniform System of Accounts Prescribed for Natural 
Gas Companies and the Commission’s order No. 73 pertaining thereto; 

(d) Subsequent to the filing of the revised reclassification and original cost 
studies of electric plant, the staff of this Commission made a field examina- 
tion of Louisiana's electric plant studies ; 

(e) As a result of the field examination, the staff submitted to the Com- 
mission a report reflecting the staff’s recommendations with respect to Louisi- 
ana’s studies; 

(f) The report of the staff was transmitted to the company on May 3, 1943, 
with the request that the company make the accounting adjustments pro- 
posed by the staff and submit plans for the disposition of amounts established 
by the staff in Account 107, electric plant adjustments ; 

(g) Subsequent thereto conferences were held between representatives of 
the company and the staff of the Commission with respect to the adjustments 
proposed by the staff ; 

(h) As a result of these conferences, Louisiana, on September 20, 1943, 
filed further revised reclassification and original cost studies in which Louisi- 
ana classified $3,854,375.17 in Account 100.5, electric plant acquisition adjust- 
ments, and $7,832,982.09 in Account 107, electric plant adjustments, and pro- 
posed plans for the disposition of all but $195,779.11 established by it in Ac- 
count 107°; 


(i) Louisiana has proposed the following disposition of $7,637,202.98 in 
Account 107: 


1This amount represents profit on fees paid an affiliated construction company, 
Phoenix Utility Company. Louisiana has requested that disposition of this amount be 
deferred pending a decision by the United States Circuit Court of Appeals for the 


Third Circuit in Pennsylvania Power &€ Light Company v. Federal Power Commission, 
139 F. 2d 445, cert. den. 321 U. S. 798. 
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Accounting disposition and description of items Amount 





Account 140, unamortized debt discount and expense, representing 
ad and expense associated with the issuance of outstanding 
0 ee 

Account 150, discount on capital stock, representing difference be- 
— — value and amount of proceeds realized on the sale of 
NN io cnet tain he dhe mania aebdieniebth duewhvickis 

Account 151, capital stock expense, representing expenses incurred in 
connection with the issuance of Louisiana’s 6 preferred stock __~ 

Account 250, reserve for depreciation, representing adjustments for 
underpriced retirements ($70,263.19) and estimated amount pro- 
vided, through previous depreciation accruals for write-ups? and 
other erroneous charges to plant account ($1,552,509.62) ._..______- 

Account 270, capital surplus, representing portion of write-ups? and 
other erroneous charges to plant account. _.-........--~-.-_-. 

Account 271, earned surplus, representing portion of write-ups? and 
other erroneous charges to plant account 










1$587,426.85 










281,905.56 
128,310.00 





















1,622,772.81 
33,268,566.87 


7,637,202.98 








The transfer of the amount of $587,426.85 to Account 140 has already been made in 
the company’s books of account and approximately one-half, representing the expired 
portion, has been written off. 

*Electric Power & Light Corporation caused Louisiana to be organized in 1927 when 
the plant account was written up by an amount (net) of $6,227,353.76 through issuance 
of securities; subsequent write-ups amounted to $299,441.14; excessive interest and 
other improper charges amounted to $42,502.48, making a total of $6,569,297.38 to be 
disposed of to Accounts 250, 270, and 271. 

*Capital surplus of $3,000,000 is to be created through surrender by Electric Power & 
Light Corporation, Louisiana’s parent company, of 30,000 shares of 2nd $6 cumulative 
preferred stock. Capital surplus of $268,566.87 was previously provided. 

‘Earned surplus is to be exhausted except for (1) an amount of $195,779.11 to pro- 
vide for eventual disposition of the profits on Phoenix Utility Company fees and (2) an 
amount equal to preferred dividend requirements for one year. 







































(j) Louisiana has proposed no disposition plans for the $3,854,375.17 estab- 
lished by it in Account 100.5, said amount representing the excess of acquisi- 
tion cost over original cost of properties acquired in arm’s-length transactions ; 

The Commission finds that: 

(1) Louisiana owns and operates facilities in the State of Louisiana for 
the transmission and sale at wholesale of electric energy which energy is 
transmitted from the State of Louisiana and consumed at points outside 
thereof by persons other than the transmitter; such facilities are facilities 
for the transmission and sale at wholesale of electric energy in interstate 
commerce and Louisiana is a “public utility” by reason of its ownership and 
operation thereof ; 

(2) The proposed disposition by Louisiana of the $7,637,202.98 as described 
in paragraph (i) hereof is in accordance with sound principles of accounting 
and the Commission’s Uniform System of Accounts; 

(3) It is appropriate, pending a decision in Pennsylvania Power & Light 
Company v. Federal Power Commission, (189 F. 2d 445, cert. den. 321 U. S. 
798), by the United States Circuit Court of Appeals for the Third Circuit, 
not to require disposition at this time of $195,779.11 referred to in paragraph 
(h) ; 

(4) The amount established by Louisiana in Account 100.5, namely, $3,- 
854,375.17, should be disposed of through equal annual charges to Account 
537, miscellaneous amortization, over a period of fifteen years, beginning with 
the year 1943; such disposition is in accordance with sound principles of ac- 
counting and the Commission’s Uniform System of Accounts; 

The Commission orders that: 


(A) Louisiana dispose of the $7,637,202.98 established in Account 107 and 
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the $3,854,375.17 established in Account 100.5 as described in paragraph (i) 
and (4) hereof; 

(B) Pending further order of the Commission, Louisiana shall retain in 
Account 107 the amount of $195,779.11, representing profits on Phoenix Utility 
Company fees; 

(C) Louisiana shall submit certified copies of the entries effecting the dis- 
positions herein approved and ordered within ninety days from the date of 
this order, and shall submit certified copies of the annual amortization entries 
required herein within thirty days after the close of the year in which such 
entries are to be made; 

(D) The provisions of this order are not to be construed as dispensing with 
the necessity for full compliance with the requirements of the Public Utility 
Holding Company Act of 1935 and the rules, regulations and orders issued by 
the Securities and Exchange Commission ; 

(E) Nothing in this order shall be construed as in any way passing upon 
the proposed reclassification and original cost studies of gas plant filed by 
Louisiana with the Commission on April 2, 1942. 


Order allowing rate schedule to take effect and terminating proceedings 


Cities Service Gas Company 
(Docket No. G—490) 
November 2, 1943 


It appearing to the Commission that: 

(a) On June 19, 1943, Cities Service Gas Company (hereinafter referred to 
as “Cities Service”) filed with the Commission notice of its intention to cancel 
and terminate its rate schedule FPC No. 51, as supplemented, providing for 
the sale of natural gas to Union Gas System, Inc. (hereinafter referred to as 
“Union”) for resale for industrial use, and to discontinue service thereunder 
effective August 22, 1943; 

(b) On July 3, 1943, Union filed its informal protest to the proposed can- 
cellation and termination of Cities Service Gas Company rate schedule FPC 
No. 51, as supplemented, and the discontinuance of service thereunder and 
stated, among other things, that it had no other means of obtaining the gas 
purchased under that rate schedule and that the public convenience and neces- 
sity will be adversely affected if the proposed discontinuance of service is 
permitted ; 

(c) On July 26, 1943, Union filed with the Commission an informal com- 
plaint, a copy of which was served upon Cities Service, alleging that Cities 
Service refuses to deliver gas to Union at a point near Olathe, Kansas, as 
provided by Cities Service Gas Company rate schedule FPC No. 42, that Cities 
Service can economically furnish gas to Union at that point, and that the 
refusal of Cities Service to make deliveries at such point is unreasonable, 
discriminatory and constitutes a violation of the Natural Gas Act; 

(d) The cities of Olathe, Kansas, and Burlington, Kansas, were permitted 
to intervene in these proceedings by the Commission’s orders on August 20 
and 21, 1943, respectively ; 

(e) Pursuant to the Commission’s order of August 3, 1943, a public hear- 
ing was held at which hearing counsel for Cities Service and Union stated 
that the parties had reached an agreement for the settlement of the matters 
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here involved, and counsel for the interveners consented to the proposed 
settlement ; 

(f) On October 1, 1943, Cities Service filed a request for the withdrawal 
of its aforesaid notice of intention to cancel and terminate its rate schedule 
FPC No. 51, together with a new contract dated August 27, 1943, designated 
Cities Service rate schedule FPC No. 72, providing for a reduction as of 
September 23, 1943, in the rate for the sale of gas by Cities Service to Union 
at Olathe, Kansas, and moved to dismiss this proceeding in its entirety; 

(9g) Union also filed on October 1, 1943, a request for the withdrawal of 
its aforesaid protest and complaint and consented to the termination of this 
proceeding ; 

(h) The requests referred to in paragraphs (f) and (g) above for the 
termination of this proceeding were served upon all the parties to this pro- 
ceeding by registered mail on October 12, 1943, but no objection thereto has 
been received ; 

The Commission orders that: 

(A) The request of Cities Service Gas Company to withdraw its notice of 
intention to cancel and terminate its rate schedule FPC No. 51 be and it is 
hereby granted; 

(B) Cities Service Gas Company rate schedule FPC No. 72 be and it is 
hereby permitted to take effect as of September 23, 1943, superseding Cities 
Service Gas Company rate schedule FPC No. 69; 

(C) Said Cities Service Gas Company rate schedule FPC No. 72 shall be 
deemed to have been filed and published in compliance with the Natural Gas 
Act ; 

(D) Nothing contained in this order shall be construed as a waiver of the 
requirements of section 7 of the Natural Gas Act, as amended, nor shall it be 
construed as constituting approval by this Commission of any service, rate, 
provision, or condition contained in the contract referred to herein; nor shall 
this order be construed as in any manner changing or affecting the Com- 
mission’s opinion and interim order reducing rates entered July 28, 1943, in 
docket No. G—141, 3 F. P. C. 459, 50 P. U. R. (N.S.) 65, or in any manner 
relieving Cities Service from filing new rate schedules reflecting the reduc- 
tion in rates in conformity therewith ; 

(E) This order is without prejudice to any findings or orders heretofore 
made, or which may hereafter be made by the Commission in any proceedings 
now pending, or hereafter instituted, by or against Cities Service or Union; 

(F) The proceeding in docket No. G-490 be and it is hereby terminated. 


Order to show cause 
Public Service Electric & Gas Company 
(Docket No. IT-5866) 
November 2, 1948 


It appearing to the Commission that: 
(a) Under the provisions of electric plant accounts instruction 2-D of the 
Commission’s Uniform System of Accounts prescribed for Public Utilities and 
Licensees, effective January 1, 1937, and the Commission’s order of May 11, 
1937, electric utilities subject to the jurisdiction of the Commission are re- 
quired to complete and file with the Commission reclassification and original 








APPENDIX—ORDERS 401 


cost studies of electric plant not later than two years after the effective date 
of the system of accounts, i.e., January 1, 1939; 

(b) Public Service Electric & Gas Company (hereinafter sometimes called 
“Public Service”) owns and operates facilities for the transmission and sale 
at wholesale of electric energy in interstate commerce and by reason of such 
ownership and operation is a “public utility” under the Federal Power Act, 
subject to the aforesaid requirement of the Commission’s system of accounts; 

(c) Publie Service has been from its inception in 1924 and now is a wholly- 
owned and controlled subsidiary of Public Service Corporation of New Jersey, 
and Public Service Corporation of New Jersey, in turn, has been and now is 
controlled by The United Corporation and its associated subsidiary, United 
Gas Improvement Company ; 

(d) Public Service, after having applied for and received four extensions 
of time within which to complete and file the required reclassification and 
original cost studies, filed on March 18, 1940, its studies which upon review 
were found not to be in compliance with the provisions of the Uniform Sys- 
tem of Accounts; following notification thereof, Public Service prepared re- 
vised reclassification and original cost studies of its electric plant which were 
filed on April 30, 1942; 

(e) On September 17, 1942, the staff of the Commission, in cooperation with 
the staff of the Board of Public Utility Commissioners of New Jersey, began 
an examination at the offices of the company in Newark, New Jersey, of its 
studies filed on April 30, 1942; 

(f) At the completion of the field examination, it was found by the Com- 
mission staffs that further revisions or adjustments to the filed studies were 
necessary but conferences with Public Service failed to achieve an agreement ; 

(9g) As a result of this examination, and failure of Public Service to agree 
to the staffs’ recommendations and conclusions, our staff has submitted a re- 
port to the Commission entitled “Public Service Electric and Gas Company, 
Newark, New Jersey, report on the reclassification and original cost studies 
of electric plant as at January 1, 1938,” which report is to be served here- 
with upon the company and is made a part hereof by reference ; 

(h) The staff report discloses the Public Service failed to comply with the 
requirements of the Commission’s Uniform System of Accounts and its order 
of May 11, 1987, in that it has among other things: 

(i) Failed to classify write-ups and other amounts aggregating $38,565,- 
513.13 not properly includible in plant account in Account 107, electric plant 
adjustments, and Account 108.17, common utility plant adjustments, as re- 
quired by the Uniform System of Accounts, including the following amounts 
identified in the staff report on page 108: 

(1) $17,910,829.78, representing excess of recorded cost of stock of United 
Electric Company on books of Public Service Electric & Gas Company over 
cost to Public Service Corporation and United Gas Improvement Company ; 

(2) $6,723,232.18, representing excess of recorded cost on the books of Pub- 
lic Service Electric & Gas Company, covered by cash paid or securities issued 
over the actual cost of either securities or property received from Public 
Service Corporation, and its wholly-owned subsidiary, Public Service Co- 
ordinated Transport ; 

(3) $6,085,742.59, representing profits to Public Service Production Com- 
pany and United Engineers and Constructors, Inc., associated construction 
companies, included in the recorded costs of construction on the books of 
Public Service Electric & Gas Company ; 

(4) $3,550,353.59, representing excess of recorded costs on the books of 
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Public Service Electric & Gas Company for the securities of Paterson and 
Passaic Gas & Electric Company over the actual cost to United Gas Im- 
provement Company of such securities ; 

(5) $1,862,041.34, representing excess of bond discount, stock discount, divi- 
dends and other charges included in the construction costs of the Kearny 
generating station and outdoor substation, over the amount of interest dur- 
ing construction substituted in lieu thereof ; 

(6) $913,470.47, representing profits to Public Service Production Com- 
pany, an associate, included in the recorded construction costs of the Kearny 
generating station and outdoor substation ; - 

(7) $2,744,981.89, representing profit to Public Service Railway Company, 
an associate, included in the amount at which Public Service Corporation 
transferred the Newark Terminal Building to Public Service Electric & 
Gas Company ; 

(8) $132,348.62, representing profit to Public Service Corporation, included 
in the amount at which the Pine Street parking lots were transferred to 
Public Service Blectric & Gas Company ; 

(9) $436,625.07, credit, representing accrued depreciation on Newark 
Terminal Building at date of transfer to Public Service Electric & Gas Com- 
pany, erroneously netted against the recorded cost of the building; 

(10) $38,926.24, credit, representing accrued depreciation on structures at 
84-92 Park Place at date of transfer to Public Service Electric & Gas Com- 
pany, erroneously netted against the recorded cost of the structures ; 

(11) $881,936.02, credit, representing various amounts more fully described 
on page 108 of the staff report, which were pre-disposed of by Public Service 
in its studies to other balance sheet accounts contrary to the requirement in 
the Uniform System of Accounts that differences between recorded cost and 
original cost be included in the appropriate adjustment accounts and disposed 
of only as the Commission may approve or direct ; 

(ii) Failed to submit a plan for the disposition of amounts in Account 107, 
electric plant adjustments, on the supposition that no amounts were includi- 
ble therein, but which the staff has established in the amount of $38,565,- 
513.13 for Account 107, electric plant adjustments, and Account 108.17, com- 
mon utility plant adjustments, as referred to in subparagraph (i) of para- 
graph (h) above; 

(iii) Failed to submit a plan for the disposition of amounts in Account 
100.5, electric plant acquisition adjustments, shown by Public Service in its 
studies to aggregate $42,827,235.75 and which the staff has established in the 
amount of $14,578,064.07 in Account 100.5, electric plant acquisition adjust- 
ments, and $14,750,146.89 in Account 108.15, common utility plant acquisition 
adjustments ; 

(iv) Failed to classify as common utility plant, as provided under electric 
plant instruction 15 of the Uniform System of Accounts, certain general 
property amounting to $34,248,264.13 used jointly in electric and gas opera- 
tions and not used predominantly by either utility department, such property 
being separately classified by Public Service in its studies as electric or gas 
plant ; 

(v) Failed to classify amounts aggregating $6,278,710.60 representing vari- 
ous non-operating properties as miscellaneous physical property, such proper- 
ties being classified by Public Service as utility plant in service or utility plant 
held for future use; 

(i) The staff has established $14,578,064.07 in Account 100.5, electric plant 
acquisition adjustments; $14,750,146.89 in Account 108.15, common utility 
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plant acquisition adjustments; $32,708,159.16 in Account 107, electric plant 
adjustments; and $5,857,353.97 in Account 108.17, common utility plant ad- 
justments, all as more fully set forth in the staff report on pages 53-94 in- 
clusive ; 

(j) The staff in its report (page 109) proposes that Public Service dispose 
of amounts totalling $9,702,481.71 in Account 107, electric plant adjustments, 
to other designated accounts and submit plans for the balance of $23,005,- 
677.45 established by the staff in Account 107, electric plant adjustments ; 

(k) The staff in its report (page 110) proposes that Public Service dispose 
of amounts aggregating $222,525.69 (credit) in Account 108.17, common utility 
plant adjustments, to other designated accounts and submit plans for the 
balance of $6,079,879.66 established by the staff in Account 108.17, common 
utility plant adjustments ; 

(1) The staff in its report (page 106) recommends that Public Service sub- 
mit plans for the disposition of $14,578,064.07 established in Account 100.5, 
electric plant acquisition adjustments, and in respect to $14,538,896.96 thereof 
such plans to provide for immediate write-off ; 

(m) The staff in its report (page 106) recommends that Public Service 
submit plans for the disposition of $14,750,146.89 established in Account 108.15, 
common utility plant acquisition adjustments ; 

The Commission orders that: 

(A) The Secretary serve upon Public Service copy of the report referred to 
in paragraph (g) hereof concurrently with the service upon Public Service of 
this order; 

(B) Publie Service Electric and Gas Company show cause in writing under 
oath, if any there be, within thirty days from the date of service of this 
order, why the Commission should not by order determine and direct that; 

(i) Adjusting entries be made by Public Service establishing $14,578,064.- 
07 in Account 100.5, electric plant acquisition adjustments; $14,750,146.89 in 
Account 108.15, common utility plant acquisition adjustments; $32,708,159.16 
in Account 107, electric plant adjustments; and $5,857,353.97 in Account 108.17, 
common utility plant adjustments; and such other adjusting entries as are 
required in the staff report, all as more fully set forth therein ; 

(ii) Public Service dispose of $9,702,481.71 in Account 107, electric plant 
adjustments, and $222,525.69 (credit) in Account 108.17, common utility plant 
adjustments, as described on pages 109 and 110 of the staff report ; 

(iii) Public Service submit plans for the disposition of the balance of the 
23,005,677.45 established in Account 107, electric plant adjustments; $6,079,- 
879.66 established in Account 108.17, common utility plant adjustments; $14,- 
578,064.07 in Account 100.5, electric plant acquisition adjustments; and $14,- 
750,146.89 in, Account 108.15, common utility plant acquisition adjustments ; 

(C) Public Service’s response to this order shall be in the form of an offer 
of proof and shall set forth with particularity the facts upon which it relies. 


Order authorizing the grouping of gathering systems and transmission 
mains for expense accounting purposes 


Cities Service Gas Company 
(Docket No. G—166) 
November 9, 1943 


It appearing to the Commission that: 
(a) On May 15, 1940, Cities Service Gas Company (hereinafter referred to 
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as “applicant”) filed an application, under general instruction 11 of the 
Uniform System of Accounts Prescribed for Natural Gas Companies, for per- 
mission to group its gathering systems and its transmission mains, for ex- 
pense accounting purposes, into eighteen separate operating districts as shown 
by the map attached to and made a part of such application ; 

(6) Subsequently, on June 11, 1943, the applicant filed a revised map of the 
respective operating districts, corrected to December 31, 1942, which revised 
map is construed to supplant the map attached to the application filed May 
15, 1940; 

(c) The applicant operates numerous gathering systems in Texas, Okla- 
homa, Kansas, and Missouri, and an interconnected transmission system in 
Texas, Oklahoma, Kansas, Nebraska, and Missouri. The grouping, for expense 
accounting purposes, of applicant’s gathering systems and of its transmission 
mains by eighteen separate geographically defined operating districts or di- 
visions as shown upon the said map filed June 11, 1943, represents a reason- 
able accounting practice; 

The Commission orders that: 

(A) Cities Service Gas Company be and it is hereby authorized to group 
its gathering systems and its transmission mains, for the purpose of account- 
ing for the cost of operating and maintaining such natural gas plants, in 
conformity with the eighteen geographically defined districts or divisions as 
shown upon the map filed with the Commission on June 11, 1943; provided, 
that the grouping hereby authorized shall not apply to gathering systems or 
to transmission mains hereafter constructed or acquired which are not within 
the boundaries of the said eighteen operating districts, without prior ap- 
proval by the Commission, and provided, further, that nothing contained here- 
in shall be construed as a waiver of the provisions of section 7 of the Na- 
tural Gas Act; 

(B) Authority is expressly reserved in the Commission to modify or change 
the grouping hereby authorized ; 

(C) Nothing contained in this order shall be construed as in any manner 
changing or affecting the Commission’s opinion and interim order reducing 
rates entered July 28, 1948, in docket No. G-141, 3 F. P. C. 459, 50 P.U.R. 
(N.S.) 65, or in any manner relieving Cities Service Gas Company from filing 
new rate schedules in conformity therewith. 


Order granting permission under balance sheet accounts instruction 6-E to 
amortize charges associated with bonds to be redeemed and refunded 


Blackstone Valley Gas and Electric Company 
(Docket No. IT-5863) 
November 9, 1943 


Upon consideration of the application of Blackstone Valley Gas and Elec- 
tric Company (hereinafter called “applicant”) for permission under balance 
sheet accounts instruction 6-E of the Commission’s Uniform System of Ac- 
counts Prescribed for Public Utilities and Licensees, to amortize charges as- 
sociated with bonds proposed to be redeemed and refunded over a period sub- 
sequent to the redemption dates of such bonds; and 

It appearing to the Commission that: 

(a) Applicant is contemplating the refunding of its presently outstanding 
mortgage and collateral trust bonds, series C, 4%, due November 1, 1965, 
$7,300,000, -at a call price of 106, and mortgage and collateral trust bonds, 
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series D, 314%, due December 1, 1968, $4,000,000, at a call price of 107, 
through the issuance of $11,300,000 of first mortgage and collateral trust 
bonds, 3% series due November 1, 1973, and use of other cash of $657,924.67 
and release of $70,075.33 of sinking fund cash; 

(b) Unamortized premium and expense as of August 31, 1943, relating to 
the series C bonds to be refunded, amount to $31,377.36, debit, and to the 
series D bonds to be refunded amount to $66,326.70, credit, or a net credit of 
$34,949.34 for both such series; 

(c) Total charges relating to bonds to be refunded are stated by the ap- 
plicant to be $693,050.66, consisting of redemption premiums of $718,000, esti- 
mated redemption expenses of $10,000, and a net credit amount of $34,949.34 
for unamortized premiums and expenses explained in paragraph (b) above; 

(d) Applicant proposes to dispose of said amount of $693,050.66 by applica- 
tion of estimated tax savings from the refunding transactions of $539,240 
(which amount includes $247,304 for refund of 1941 excess profits taxes, 
which applicant believes will result under the carry-back provisions of the 
Internal Revenue Code), and to amortize the remainder, $153,810.66, over a 
three-year period beginning with 1944; 

(e) Paragraph E of balance sheet accounts instruction 6 of the Commis- 
sion’s Uniform System of Accounts provides that when redemption of one 
issue or series of bonds or other long-term obligations is financed by another 
issue or series before the date of maturity of the first issue, any unamortized 
discount, expense, or premium on the first issue and any premium paid or 
discount earned on reacquirement shall be debited or credited, as appropriate, 
to Account 414, miscellaneous debits to surplus, or Account 401, miscellaneous 
credits to surplus, provided, however, that if the utility desires to amortize 
any of the discount, expense, or premium associated with the issuance or 
redemption of the first issue over a period subsequent to date of redemption, 
the permission of the Commission must be obtained. 

The Commission, having considered the application and other matters of 
record and in the files of the Commission, furnished by applicant, finds that: 

(1) Applicant owns and operates facilities for the transmission and sale at 
wholesale of electric energy in interstate commerce and by reason of its 
ownership and operation of such facilities is a public utility within the mean- 
ing of that term as used in the Federal Power Act; 

(2) The estimated annual interest saving from the refunding transactions, 
after considering Federal income taxes at the present normal and surtax 
rates, will approximate the amount required to amortize the $153,810.66, re- 
ferred to in paragraph (d) above, in the proposed three-year period ; 

(3) Good and sufficient cause has been shown why permission of the Com- 
mission should be granted for an exemption from the provisions of balance 
sheet accounts instruction 6-E of the Uniform System of Accounts; 

The Commission orders that: 

(A) Permission is hereby granted applicant to dispose of the unamortized 
premiums and expenses, redemption premiums, and estimated redemption ex- 
penses associated with the bonds to be redeemed and refunded in accordance 
with the plan described in paragraph (d) hereof, provided, however, that ap- 
plicant may accelerate the amortization of the $153,810.66 if it shall desire 
so to do; a 

(B) The permission granted herein is for accounting purposes only and 
shall not be construed as a finding with respect to the reasonableness of such 
amortization charges, should such an issue arise in any proceedings affecting 
the rates, charges, practices, rules, regulations or tariffs of applicant. 
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Determination and order for emergency use of interconnections 
Houston Lighting & Power Company 
(Docket No. IT-5834) 
November 9, 1943 


Houston Lighting & Power Company filed an application on July 12, 1943, 
for approval by the Commission pursuant to section 202 (d) of the Federal 
Power Act, of the maintenance and use of certain existing interconnections 
in Texas with Lower Colorado River Authority and Central Power and Light 
Company, as permanent connections for emergency use. 

From the application, and other pertinent material in the records and files 
of the Commission, it appears that: 

(a) Houston Lighting & Power Company (hereinafter designated as appli- 
eant) is a Texas corporation having its principal office in Houston, Texas, 
and is engaged in the generation, transmission, distribution, and sale of electric 
energy in southern Texas ; 

(b) Lower Colorado River Authority (hereinafter designated as Authority) 
is an agency of the State of Texas having its principal office in Austin, Texas, 
and is engaged in the generation, transmission, distribution, and sale of electric 
energy in south central Texas; 

(ce) Central Power and Light Company (hereinafter designated as Central 
Company) is a Massachusetts corporation having its principal office in Corpus 
Christi, Texas, and is engaged in the generation, transmission, distribution, 
and sale of electric energy in southwest Texas ; 

(d) The present pooling operations of electric power facilities in Texas and 
other southwestern states may enable electric energy to be transmitted in inter- 
state commerce through certain interconnections of applicant with Authority 
and Central Company, hereinafter described. In particular, such transmission 
may result from the use of the interconnections concerned Jn the Matters of 
Texas Electric Service Company (docket No. IT-5797), 3 F. P. C. 846, and 
Texas Power & Light (docket No. IT-5798), 3 F. P. C. 834, heretofore deter- 
mined by the Commission ; 

(e) The interconnection of applicant with Authority (commonly known as 
the Peters interconnection), for the maintenance and use of which Commission 
approval is sought, is located at the Peters substation of Authority in Austin 
County, Texas, and consists of two ties by which the 138/69 kilovolt lines of 
applicant and Authority are interconnected. This interconnection was in- 
stalled in 1940-41 pursuant to an agreement between applicant and Authority 
dated July 22, 1939, and was enlarged in 1942 pursuant to a further agree- 
ment between the parties dated June 23, 1942; 

(f) The interconnections of applicant with Central Company, for the main- 
tenance and use of which Commission approval is sought, are: 

(i) An interconnection (commonly known as the Pierce interconnection) 
consisting of a 69 kilovolt line approximately 14 miles in length, between ap- 
plicant’s Wharton substation and Central Company’s El Campo substation, 
both in Wharton County, Texas, ownership of which line divides near Pierce, 
Wharton County, Texas; 

(ii) An interconnection (commonly known as the Lane City interconnec- 
tion) consisting of a 69 kilovolt line approximately 17 miles in length, be- 
tween applicant’s Lane City substation in Wharton County, Texas, and Cen- 
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tral Company’s Bay City substation in Matagorda County, Texas, ownership 
of which line divides near Lane City, Wharton County, Texas; 

These interconnections were installed in 1942 pursuant to an agreement 
dated June 22, 1942, between applicant an‘! Central Company ; 

(g) The use of such Peters, Pierce, and Lane City interconnections is de- 
sirable in the public interest to aid in the war effort by making possible the 
more complete and efficient utilization of the generating and transmitting 
facilities of applicant, Authority, Central Company, and systems with which 
they are interconnected ; 


(h) The Director, Office of War Utilities, War Production Board, has ad- 
vised the Commission that: 

“The interconnections . . . are needed for power supply for war purposes in 
the areas served by the interconnected power systems. These interconnections 
can be expected to have power flow in either direction from time ‘to time. 
The need for these flows of power is anticipated to continue during the war.” 

(i) The Commission is requested to issue an order: 


(i) Approving maintenance of the aforesaid interconnections as permanent 
connections for emergency use; 


. 

(ii) Approving the increased use of such interconnections for emergency 
purposes ; 

(iii) Declaring that applicant shall not become subject to the jurisdiction 
of the Commission on account of its maintenance and use of the interconnec- 
tions during the war emergency ; 

(iv) Making certain recitals and provisions as to the duration and termina- 
tion of such order, and as to the electric energy delivered through the inter- 
connections during the war emergency, and as to reports of the amounts of 
electric energy so delivered ; 

The Commission, upon consideration of the foregoing, finds that: 

(1) Applicant owns and operates facilities which may not be facilities for 
the transmission and sale at wholesale of electric energy in interstate com- 
merce, and may not be a public utility within the meaning of section 201 of 
the Federal Power Act; 


(2) Authority is an agency of the State of Texas within the meaning of 
section 201 of the Federal Power Act; 

(3) Central Company owns and operates facilities which may not be facili- 
ties for the transmission and sale at wholesale of electric energy in inter- 
state commerce, and may not be a public utility within the meaning of section 
201 of the Federal Power Act; 

(4) The unusual requirements occasioned by the present state of war are 
causing increased demands for electric energy, restrictions on the construction 
and installation of additional electric generating and transmission facilities, 
and emergencies in the maintenance of adequate supplies of electric energy 
essential to the war effort, necessitating the interconnected use of electric fa- 
cilities, particularly in the areas served by applicant, Authority, Central Com- 
pany, and interconnected systems ; 

(5) The use of the aforesaid Peters, Pierce, and Lane City interconnections 
during the present war emergency, but not beyond ninety days after the 
cessation of hostilities, as hereinafter provided, is desirable in the public in- 
terest to aid in the war effort and should not affect the status of applicant 
under the Federal Power Act, insofar as such use may involve the trans- 
mission of electric energy in interstate commerce resulting from the use of 
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the interconnections concerned In the Matters of Teras Electric Service Com- 
pany (Docket No. IT-5797), 3 F. P. C. 846, and Teras Power « Light Com- 
pany (Docket No. IT-5798), 3 F. P. C. 834, heretofore determined by the 
Commission ; 

(6) The provisions hereinafter specified make it unnecessary to pass upon 
other aspects of the application ; 

Wherefore, the Commission determines and orders that: 

(A) The use of the aforesaid Peters, Pierce, and Lane City interconnec- 
tions during the present war emergency, but not beyond ninety days after 
the cessation of hostilities, shall not affect the status of applicant under the 
Federal Power Act insofar as such use may involve the transmission of elec- 
tric energy in interstate commerce resulting from the use of the intercon- 
nections concerned Jn the Matters of Texas Electric Service Company (Docket 
No. IT-5797), 3 F. P. C. 846, and Teras Power « Light Company (Docket No. 
IT-5798), 3 F. P. C. 834, heretofore determined by the Commission ; 

(B) This determination and order is expressly limited to the use of the 
interconnections as provided herein, and any and all exemptions granted 
hereby are expressly limited by the conditions that: 

(i) Under no circumstances shall it be assumed or contended by or on be- 
half of applicant that anything done pursuant hereto affects, or shall in any 
way affect, the determination of the status of applicant under the Federal 
Power Act by reason of its operations other than the use of the Peters, 
Pierce, and Lane City interconnections pursuant hereto; 

(ii) Such exemption shall terminate and cease to have force or effect from 
and after ninety days following the cessation of present war hostilities, un- 
less the Commission shall hereafter extend such exemption by further de- 
termination and order ; 

(C) Applicant shall promptly file with the Commission two copies of any 
interchange agreements or contracts involving the aforesaid Peters, Pierce, 
and Lane City interconnections which have not heretofore been so filed, and 
shall report to the Commission quarterly hereafter the amounts of electric 
energy received and transmitted in each direction through each such inter- 
connection during each of the preceding three months, as well as such other 
information as the Commission may from time to time require; 

(D). The Commission may hereafter, upon its own motion or upon com- 
plaint, make such investigations as it may deem necessary to ascertain 
whether the aforesaid Peters, Pierce, and Lane City interconnections are 
being used within the limitations of this determination and order, and if the 
Commission finds otherwise, may modify or terminate any or all provisions of 
this determination and order. 


Order issuing certificate of public convenience and necessity 
The Eastern Kansas Pipe Line Company 
(Docket No. G-369) 
November 9, 1943 


Upon consideration of the application made by The Eastern Kansas Pipe 
Line Company on May 7, 1942, pursuant to section 7 (c) of the Natural Gas 
Act, as amended, for a certificate of public convenience and necessity, au- 
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thorizing the continuation of operations by the company, subject to the Com- 
mission’s jurisdiction, in which the company, on February 7, 1942, and sub- 
sequent thereto, has been bona fide engaged ; and 

It appearing to the Commission that: 

(a) The Eastern Kansas Pipe Line Company (hereinafter referred to as 
“applicant”) is engaged in the transportation in interstate commerce of na- 
tural gas produced in Texas, Oklahoma and Kansas, and in the sale of such 
natural gas in interstate commerce for resale for ultimate public consumption 
in Missouri by means of its natural gas pipe lines located in the State of 
Kansas ; 

(b) Appropriate notice of the application has been duly given interested 
parties and published in Vol. 7, Federal Register, page 4005, and no protest 
thereto has been received. 

The Commission finds that: 

(1) Applicant is engaged in the transportation of natural gas in interstate 
commerce and in the sale in interstate commerce of natural gas for resale for 
ultimate public consumption for domestic, commercial, industrial, and other 
uses, and is a natural-gas company within the meaning of the Natural Gas 
Act; 

(2) On February 7, 1942, applicant was bona fide engaged in the transpor- 
tation and sale of natural gas for resale, subject to the jurisdiction of this 
Commission, over the routes and in the~manner described in its application, 
and exhibits attached thereto, and has so operated since that time; 

(3) The application was duly made to the Commission within ninety days 
after February 7, 1942 (the effective date of section 7 (c) amended), and 
complies with the Commission’s regulations as to form and content ; 

The Commission, therefore, orders that: 

(A) A certificate of public convenience and necessity be and it hereby is 
issued to The Eastern Kansas Pipe Line Company authorizing the continued 
operation of its facilities, which were in bona fide operation on February 7, 
1942, and have been so operated since then, as described in its application for 
the transportation and sale of natural gas, subject to the jurisdiction of this 
Commission ; 

(B) This certificate shall not be transferable and its issuance is without 
prejudice to the authority of this Commission, or any other regulatory body, 
with respect to rates, service, accounts, valuation, estimate or determination 
of cost, or any other matter whatsoever which may come before this Com- 
mission, or such other regulatory body, and nothing herein shall be construed 
as an acquiescence by this Commission in any estimate or determination of 
cost, or any valuation of property claimed or asserted ; 

(C) Nothing herein is to be construed as affecting in any manner the 
determination of applicant’s service area under section 7 (f) of the Natural 
Gas Act; 


(D) This certificate shall be effective as long as applicant continues the 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act and any pertinent rules, regulations or orders heretofore or here- 
after issued by the Commission ; 

(E) Appropriate evidence of the issuance of this certificate shall be fur- 
nished to applicant. 
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Order rescinding prior order reguiring transmission 
and delivery of electric energy 


Bonneville Power Administration and The Washington Water Power Company 
(Docket No. IT-5818) 
November 9, 1943 


It appearing to the Commission that: 

(a) On February 15, 1948, the Commission issued an order, 3 F. P. C. 920, 
requiring, among other things, that The Washington Water Power Company 
transmit and deliver electric energy for the account of Bonneville Power 
Administration to certain Army establishments at Spokane, Washington, esti- 
mated to require initially some 1,200 kilowatts and ultimately some 1,700 
kilowatts of electric energy ; 

(b) At the request of The Washington Water Power Company, and pur- 
suant to the Commission’s order of March 23, 1948, after appropriate notice 
and opportunity afforded all interested persons to participate therein, a hear- 
ing in this matter was held on April 5 and 6, 1943; 

(c) Bonneville Power Administration has since advised the Commission, by 
letter received October 5, 1943, that the combined loads for such Army estab- 
lishments have not exceeded some 366 kilowatts of electric energy ; 

The Commission, upon consideration of the entire record in this matter, in- 
cluding the foregoing, finds that: 

It is appropriate, under the circumstances, to rescind the order of February 
15, 1943. 

The Commission orders that: 

The aforesaid order of February 15, 1943, be and it hereby is rescinded as of 
the date of its issuance. 


Order amending limited certificate of public convenience and necessity 
Kansas-Nebraska Natural Gas Company, Inc. 
(Docket No. G-421) 
November 9, 19438 


Upon consideration of the application filed September 23, 1943, by Kansas- 
Nebraska Natural Gas Company, Inc., for amendment of the limited certifi- 
cate of public convenience and necessity heretofore issued by the Commission 
in this matter, and other pertinent material in the Commission's record and 
files; and 

It appearing to the Commission that: 

(a) Applicant proposes to enlarge the capacity of the pipe line described 
in paragraph (b) of such limited certificate by the following construction : 

“Approximately 4,494 feet of the 3-inch pipe line initially laid ... will be 
paralleled with 4-inch pipe on the McCook end of the line. Approximately 
15,840 feet of the 3-inch pipe initially laid will be replaced by a correspond- 
ing length of 6-inch pipe on the Airfield end of the line, and the 3-inch pipe 
so replaced will then be laid parallel to 15,840 feet of 3-inch initially laid 
just south of the new 6-inch. 

The 6-ineh pipe laid in replacement of the initially laid 3-inch pipe will 
occupy, when laid, the route upon which the 3-inch line was initially laid. 
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The 15,840 feet of 3-inch and the 4,494 feet of 4-inch loop or parallel line 
will be laid in close proximity to the initially constructed lines.” 

(b) Such construction is proposed to permit increased service of natural 
gas to the Army Airfield near McCook, Nebraska ; 

(c) The War Department has advised the Commission that “the additional 
construction ... is necessary for supply of adequate quantities of gas for the 
desired capacity of McCook Army Airfield, and favorable certification is 
recommended ;” 

(d) The War Production Board has issued a preference rating order to 
applicant for the materials to be used in the proposed construction ; 

(e) In response to a request of applicant for immediate authorization to 
undertake the proposed construction, the Commission advised on September 
29, 1943, that it had no objection to applicant proceeding therewith pending 
Commission action on the aforesaid application ; 

The Commission finds that: 

The amendment of the aforesaid limited certificate hereinafter provided is 
necessary to supply the McCook Army Airfield and to assure the maintenance 
of adequate service in the present war emergency ; 

The Commission orders that: 

(A) The aforesaid limited certificate be and it is hereby amended to au- 
thorize the construction described in paragraph (a) hereof and as shown in 
the application, subject to the terms and conditions of this order ; 

(B) The construction and installation of facilities hereby authorized shall 
be completed by December 31, 1943, and applicant shall report to the Com- 
mission in writing under oath, within thirty days thereafter, the date on 
which construction is completed, and likewise the date or dates the facilities 
are put into operation ; 

(C) Nothing herein shall be construed as relieving applicant from com- 
pliance with any pertinent order, rule, regulation, or other requirement of the 
War Production Board or any other governmental agency having appropriate 
jurisdiction. 


Order authorizing issuance of bonds 
Idaho Power Company 
(Docket No. IT-5861) 

November 9, 1943 


Upon application filed on October 19, 1943, by Idaho Power Company (here- 
inafter referred to as “applicant”’), a corporation having its principal busi- 
ness office at Boise, Idaho, and an amendment and supplement to said appli- 
eation filed on November 1, 1943, requesting an order authorizing the issuance 
of certain first mortgage bonds, as more specifically set forth in the applica- 
tion and exhibits attached thereto; and 

It appearing to the Commission from the verified application, as amended 
and supplemented, the record thereon, and the Power System Statement (Form 
FPC No. 64) of applicant for the year 1942, that: 

(a) Written notice of the aforesaid application has been given to the 
Idaho Public Utilities Commission, the Nevada Public Service Commission, the 
Public Utilities Commissioner of Oregon, and to the Governor of each of those 
States. Reasonable notice of the application has also been given by the pub- 
lication in the Federal Register on October 26, 1943, Volume 8 at page 14488, 
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of notice of application stating that any person desiring to be heard or to 
make any protest with reference to the application should file a petition or 
protest on or before November 8, 1943. No protest or petition or request to 
be heard in opposition to the granting of such application has been received ; 

(b) The applicant proposes to issue $18,000,000 principal amount of first 
mortgage bonds, 34%%% series due 1973, dated as of November 15, 1943, ma- 
turing November 15, 1973, and bearing interest at the rate of 34%% per 
annum, payable semi-annually. Said bonds are proposed to be sold and dis- 
posed of to 13 purchasers thereof at private sale at $1,034.64 per $1,000 unit, 
a premium of 3.464%, resulting in an effective interest rate to maturity of 
approximately 2.95%. Said bonds are to be issued under a certain mortgage 
and deed of trust dated as of October 1, 1987, by Idaho Power Company to 
Bankers Trust Company and R. G. Page, Trustees, and are to be provided 
for by a second supplemental indenture thereto, dated as of November 15, 
1948 ; 

(c) The purpose of the issuance of the bonds is to enable applicant to re- 
fund its outstanding first mortgage bonds, 334% series due 1967, in the prin- 
cipal amount of $18,000,000 ; 

(d@) The bonds will not be underwritten. A finder’s fee of $45,000, being 
1%4% of the principal amount of the bonds or 4 point per $100 of par value, 
will be paid to Blyth & Co., Inc. and Lazard Freres & Co., for services in con- 
nection with the sale of the bonds. The total expenses in connection with 
the proposed issue including said fee are estimated at $93,500; 

(e) Applicant has filed an application with the Public Utilities Commis- 
sioner of Oregon for an order authorizing the issuance of said bonds, and 
said Commissioner has advised this Commission that he will enter an order 
authorizing the issuance of the bonds; 

The Commission, having considered said application as amended and sup- 
plemented, the record thereon and the other data above-referred to, finds that: 

(1) The applicant is a corporation organized and existing under the laws 
of the State of Maine and is engaged in the business of generating, trans- 
mitting and distributing electric energy to the public within the States of 
Idaho, Oregon, and Nevada; 

(2) The applicant owns and operates projects in the State of Idaho under 
licenses issued by this Commission ; J 

(3) The. applicant develops power by means of the aforesaid projects 
which, in whole or in part, it transmits, distributes and uses in public ser- 
vice within each of the States of Idaho, Nevada, and Oregon, and part of 
which enters into interstate commerce ; 

(4) Neither the State of Idaho nor the State of Nevada has authorized 
or empowered a commission or other agency or agencies within said respec- 
tive States to regulate or control the amount or character of securities to 
be issued by the applicant. The proposed bond issue, described in para- 
graph (b) above, is, therefore, not exempt from the provisions of section 19 
and section 20 of the Federal Power Act, and constitutes an issuance of 
securities within the purview of said sections ; 

(5) The applicant owns and operates facilities, among others, for the 
transmission and sale at wholesale of electric energy which is generated in 
Idaho and transmitted therefrom to Oregon, and from Idaho to Nevada, 
and consumed by persons other than the transmitter thereof at points out- 
side the State of Idaho. Such facilities are facilities for the transmission 
and sale at wholesale of electric energy in interstate commerce. Applicant 
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is, therefore, a public utility within the meaning of that term as used in 
section 204 of the Federal Power Act; cs 

(6) The issue of bonds as deseribed in paragraph (6b), above, is an issue 
of securities within the meaning and subject to the requirements of section 
204 of the Federal Power Act; 

(7) Applicant is not organized and operating in a State under the laws 
of which its security issues are regulated by a State commission within the 
meaning of section 204 (f) of the Federal Power Act, and the proposed issue 
is, therefore, not exempt by virtue of that section from the requirements of 
section 204 of the Act; 

(8) The proposed issue of securities will enable applicant to refund its 
outstanding debt at a substantial saving in interest; 

(9) There is no affiliation, direct or indirect, through directors, officers, or 
stockholders, or through ownership of securities or otherwise, existing be- 
tween applicant and either Blyth & Co., Inc. or Lazard Freres & Co., and the 
finder’s fee to be paid was fixed by arm’s-length bargaining and appears not 
unreasonable ; 

(10) The price at which said bonds will be sold will result in an effective 
interest rate which appears not unreasonable for the grade and type of 
security ; 

(11) The proposed issuance of bonds will not result in the capitalization 
of the right to be a corporation, or of any franchise, permit, or contract for 
consolidation, merger, or lease in excess of the amount (exclusive of any 
tax or annual charge) actually paid as the consideration for such right, 
franchise, permit, or contract ; 

(12) The proposed issue of securities as hereinafter authorized will be 
for a lawful object, within the csrporate purposes of the applicant and com- 
patible with the public interest, which is appropriate for and consistent with 
the proper performance by the applicant of service as a public utility and 
which will not impair its ability to perform that service, and is reasonably 
appropriate for such purposes ; 

The Commission orders that: 

(A) The proposed issue of securities is authorized upon the terms and 
conditions and for the purposes set forth in the application as supplemented 
and amended, subject to the provisions of this order ; 

(B) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
accounts, valuation, estimates or determinations of cost, or any other matter 
whatsoever which may come before this Commission, or such other regulatory 
body, and nothing in this order shall be construed as an acquiescence by 
this Commission in any estimate or determination of cost or any valuation of 
property claimed or asserted ; 

(C) This authorization shall expire unless acted upon within sixty (60) 
days after the entry of this order ; 

(D) Nothing in this order shall be construed to imply any guarantee or 
obligation on the part of the United States in respect to any securities to 
which this order relates ; 

(E) The applicant shall report with reference to the subject matter hereof 
as required by the Commission’s Rules of Practice and Regulations. 
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Order issuing temporary certificate of public convenience and necessity 


Northern Natural Gas Company 
(Docket No. G-500) 
November 11, 19438 


Upon consideration of the application filed on October 15, 1948, by Northern 
Natural Gas Company (hereinafter referred to as “applicant”) for a certifi- 
cate of public convenience and necessity pursuant to section 7 (c) of the 
Natural Gas Act, as amended, authorizing the construction and operation of 
facilities hereinafter described, and other pertinent material in the Commis- 
sion’s records and files; and 

It appearing to the Commission that: 

(a) Applicant, a Delaware corporation having its principal place of busi- 
ness at Omaha, Nebraska, produces natural gas in Texas and Kansas, pur- 
chases natural gas produced in Texas, Oklahoma, and Kansas, and trans- 
ports such gas by means of its integrated pipeline system from the states 
in which such gas is produced and purchased through or into other states, 
and sells such gas for resale for ultimate public consumption in Kansas, 
Nebraska, Iowa, Minnesota, and South Dakota; 

(b) Applicant seeks a certificate of public convenience and necessity au- 
thorizing the construction and operation of the following described facilities: 

Approximately .75 mile of 4% inch O.D. solid welded steel pipe line to- 
gether with appurtenances thereto from a point of connection with applicant's 
16-inch main line approximately 1,000 feet west and 100 feet south of the 
northwest corner of Section 15, T. 14 N., R. 8 E., Saunders County, Nebraska, 
thence in an easterly direction to the measuring station situated in the north- 
west corner of Section 14, T. 14 N., R. 8 E., Saunders County, Nebraska. A 
measuring station and appurtenant facilities to be located at the terminus 
of such pipe line on Government property ; 

(c) The service proposed to be rendered by means of such facilities is the 
sale of an estimated total of 620,000,000 cubic feet of natural gas per year 
to the Nebraska Ordnance Plant located near Meade, Saunders County, 
Nebraska, replacing substantial quantities of fuel oil in boilers which for 
safety reasons cannot be converted to the use of solid fuels; 

(d@) The War Production Board has issued a preference rating order to 
applicant for the materials to be used in the construction of such facilities; 

(e) In response to a request of applicant, the Commission advised on Octo- 
ber 2, 1943, that it had no objection to applicant proceeding with such con- 
struction provided that formal application for a certificate under the Natural 
Gas Act as amended were filed within ten days thereof. Such applications 
was thereafter filed as aforesaid, and applicant has since advised the Com- 
mission that construction is in progress ; 

The Commission finds that: 

(1) Applicant is engaged in the transportation and sale of natural gas in 
interstate commerce for resale for ultimate public consumption, and is a 
natural-gas company within the meaning of the Natural Gas Act; 

(2) The proposed facilities are to be operated as an integral part of ap- 
plicant’s interstate pipeine system and the proposed construction and opera- 
tion, described in paragraphs (b) and (c), above, are subject to the require- 
ments of section 7 (c) of the Natural Gas Act as amended ; 

(3) Such proposed construction and operation will make available needed 
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quantities of natural gas to the Nebraska Ordnance Plant which is engaged 
in essential war production ; “i 

(4) By reason of the present war emergency, the issuance of a temporary 
certificate of public convenience and necessity, as hereinafter authorized, is 
necessary to assure maintenance of adequate service and is required in the 
public interest ; 

(5) The provisions hereinafter specified make it unnecessary to pass upon 
other aspects of the application ; 

The Commission orders that: 

(A) A temporary certificate of public convenience and necessity be and it 
hereby is issued to applicant for the duration of the present war emergency, 
but not beyond ninety days after the cessation of hostilities, authorizing the 
construction and operation described in paragraphs (b) and (c), above, sub- 
ject to the terms and conditions of this order; 

(B) Applicant shall prosecute such construction to completion with due 
diligence and shall report to the Commission in writing, under oath, within 
thirty days thereafter, the date on which such construction is completed, 
and likewise the date or dates the facilities are put into operation ; 

(C) This certificate shall not be transferable and its issuance is without 
prejudice to the determination of an application for a permanent certificate 
and to the authority of this Commission or any other regulatory body with 
respect to rates, service, accounts, valuation, estimate or determination of 
cost, or any other matter whatsoever in any proceeding now pending or 
which may come before this Commission or such other regulatory body, and 
nothing herein shall be construed as an acquiescence by this Commission in 
any estimate or determination of cost or any valuation of property claimed 
or asserted by applicant ; 

(D) In the event applicant desires to continue such facilities and operation 
beyond the period of this temporary certificate, applicant shall then apply for 
a certificate of public convenience and necessity therefor in the manner 
prescribed by the Commission under the Natural Gas Act as amended; 

(E) Upon failure of applicant to comply with any terms or condition 
hereof or upon favorable determination by the Commission of an application 
filed pursuant to paragraph (D), above, this temporary certificate shall cease 
to have any force or effect ; 

(F) Nothing herein shall be construed as affecting in any manner the de- 
termination of the service area of applicant or of any other natural-gas com- 
pany under section 7 (f) of the Natural Gas Act as amended ; 

(G) Nothing herein shall be construed as relieving applicant from compli- 
ance with any pertinent order, rule, regulation, or other requirement of the 


War Production Board or any other governmental agency having appropriate 
jurisdiction. 


Order issuing temporary certificate of public convenience and necessity 
Northern Natural Gas Company 
(Docket No. G-501) 
November 11, 1943 


Upon consideration of the application filed on October 4, 1943, by Northern 
Natural Gas Company (hereinafter referred to as “applicant”) for a tempo- 
rary certificate, as superseded by that filed October 15, 1943, for a permanent 
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certificate of public convenience and necessity pursuant to section 7 (c) of 
the Natural Gas Act as amended, authorizing the construction and operation 
of facilities hereinafter described, and other pertinent material in the Com- 
mission’s records and files; and 

It appearing to the Commission that: 

(a) Applicant, a Delaware corporation having its principal place of busi- 
ness at Omaha, Nebraska, produces natural gas in Texas and Kansas, pur- 
chases natural gas produced in Texas, Oklahoma, and Kansas, and transports 
such gas by means of its integrated pipeline system from the states in which 
such gas is produced and purchased through or into other states, and sells 
such gas for resale for ultimate public consumption in Kansas, Nebraska, 
Iowa, Minnesota, and South Dakota; 

(b) Applicant seeks a certificate of public convenience and necessity au- 
thorizing the construction and operation of the following described facilities 
for the purpose of serving Farm Crops Processing Corporation in Omaha, 
Nebraska: 

Approximately 6.84 miles of 8% inch O.D. pipe line, which includes .27 
mile of 85 inch O.D. steel pipe line undercrossing the Missouri River, to- 
gether with appurtenances thereto, from a point of connection with appli- 
eant’s Council Bluffs, Iowa, town border station situated in the NW%4 of 
Section 20, T. 74 N., R. 48 W., Pottawattamie County, Iowa, and extending 
in a northwesterly direction to a point in the SW% of Section 23, T. 15 N., 
R. 13 E., Douglas County, Nebraska ; 

A measuring station and appurtenant facilities to be located at the terminus 
of such pipe line; 

(c) The service proposed to be rendered by means of such facilities is the 
sale of approximately 1,500,000 cubic feet of natural gas per year to Farm 
Crops Processing Corporation to replace substantial quantities of fuel oil as 
boiler fuel in a plant of Nebraska Power Company in Omaha, under an ar- 
rangement whereby certain unused boiler capacity now equipped for the use 
of fuel oil will be made available to generate steam for use by Farm Crops 
Processing Corporation in its alcohol plant in Omaha now under construc- 
tion and scheduled to commence operations during November 1948 ; 

(d@) The War Production Board has issued a preference rating order to 
applicant for the materials to be used in the construction of such facilities; 

The Commission finds that: 

(1) Applicant is engaged in the transportation and sale of natural gas in 
interstate commerce for resale for ultimate public consumption, and is a 
natural-gas company within the meaning of the Natural Gas Act; 

(2) The proposed facilities are to be operated as an integral part of ap- 
plicant’s interstate pipeline system and the proposed construction and opera- 
tion, described in paragraphs (b) and (c) above, are subject to the require- 
ments of section 7 (c) of the Natural Gas Act as amended; 

(3) The construction and operation of such facilities are necessary to serve 
Farm Crops Processing Corporation at Omaha, Nebraska, to assure the main- 
tenance of adequate service in the present war emergency, and a temporary 
certificate therefore should be granted as hereinafter provided ; 

(4) The provisions hereinafter specified make it unnecessary to pass upon 
other aspects of the application ; 

The Commission orders that: 

(A) A temporary certificate of public convenience and necessity be and it 
hereby is issued to applicant for the duration of the present war emergency 
but not beyond ninety days after the cessation of hostilities, authorizing the 
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construction and operation described in paragraphs (b) and (c) above, sub- 
ject to the terms and conditions of this order ; 

(B) Applicant shall commence the construction of such facilities at the 
earliest practicable date after the issuance of this temporary certificate and 
shall prosecute such construction to completion with due diligence ; 

(C) Applicant shall report to the Commission in writing, under oath, with- 
in thirty days thereafter, the dates on which such construction is commenced 
and completed, and likewise the date or dates the facilities are put into 
operation ; 

(D) This certificate shall not be transferable and its issuance is without 
prejudice to the determination of an application for a permanent certificate 
and to the authority of this Commission or any other regulatory body with 
respect to rates, service, accounts, valuation, estimate or determination of 
cost, or any other matter whatsoever in any proceeding now pending or which 
may come before this Commission or such other regulatory body, and nothing 
herein shall be construed as an acquiescence by this Commission in any esti- 
mate or determination of cost or any valuation of property claimed or asserted 
by applicant ; 

(E) In the event applicant desires to continue such facilities and operation 
beyond the period of this temporary certificate, applicant shall then apply for 
a certificate of public convenience and necessity therefor in the manner pre- 
scribed by the Commission under the Natural Gas Act as amended ; 

(F) Upon failure of applicant to comply with any term or condition here- 
of or upon favorable determination by the Commission of an application filed 
pursuant to paragraph (E) above, this temporary certificate shall cease to 
have any force or effect ; 

(G) Nothing herein shall be construed as affecting in any manner the de- 


termination of the service area of applicant or of any other natural-gas com- 
pany under section 7 (f) of the Natural Gas Act as amended ; 

(H) Nothing herein shall be construed as relieving applicant from com- 
pliance with any pertinent order, rule, regulation, or other requirement of the 


War Production Board or any other governmental agency having appropriate 
jurisdiction. 


Order determining actual legitimate original cost and 
prescribing accounting therefor 


City of Radford, Virginia 
(Project No. 1235) 
November 16, 1943 


The Commission, having under consideration the determination of the actual 
legitimate original cost of the initial project, as of December 31, 1934, and 
the property additions thereto for the period from January 1, 1935, to June 
30, 1941, both inclusive, of project No. 1235, City of Radford, Virginia, 
licensee ; and 

It appearing to the Commission, after consideration of the formal accept- 
ance executed by the licensee under date of October 30, 1943, that the actual 
legitimate original cost of project No. 1235, as of June 30, 1941, in the sum 
of 


disallowed by the Commission in the sum of $1,316.67 is as shown in the 
following tabular statement: 
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Actual legitimate original cost as of June 30, 1941, 
project No, 1235 





Account Amount 













Number 







I. Intangible plant 

ee SS Miscellaneous intangible plant 
Total intangible plant 

II. Production plant: 

Schiele an barge ears init Hydraulic production 

Tinned eed Saeed widiits oo ee 

Structures and improvements 







3,965.99 



























53,549.04 
14,753.37 









Be a Nah Reservoirs, dams and waterways —~..-~~-~-~-~-- 80,243.80 
is denen hcttemnaittidyea Water wheels, turbines and generators —~_--~- 58,215.51 
Other power plant equipment ~...~.-----~-~-- 9.24 






Total production plant 
I1I. Transmission line : 
aaa all i OE DO SD. on ceprntennnee redial 
pape ces neseeae a. eB. UUM. ie 
inte tnleinttinng’ Overhead conductors and devices 


Total transmission line 


206,770.96 















2,735.12 
2,680.46 
6,106.87 


11,522.45 


222,259.40 









Total project cost, as of June 30, 1941____~-- 
Accounting disposition of amounts disallowed 


















i guepctmnpgrqeltechl dnl Other physical property ~~--------- _-~--- 1,316.67 
Total amount claimed by licensee, as of June 
Oe, eee Ul Us, Teese eset od. 223,576.07 


The Commission orders that: 
(A) The licensee establish and maintain control accounts with reference 
to this project showing a total debit balance in its fixed capital accounts of 


$222,259.40 as the actual legitimate original cost of this project as of June 


30, 1941; 

(B) The licensee charge the cost claimed for nonproject property disal- 
lowed as a project cost in the sum of $1,316.67 to balance sheet Account 110, 
other physical property ; 

(C) The licensee establish and maintain subsidiary ledger sheets or ac- 
counts showing and substantiating all entries in such control accounts and 
classifying the total for fixed capital in appropriate detail ; 

(D) Within ninety (90) days of service of this order, the licensee comply 
therewith and execute and submit to this Commission FPC Form No. 7 (old 
FPC Form No. 76) showing such compliance. 



























Order issuing certificate of public convenience and necessity 
Producers Gas Company 
(Docket No. G-373) 


November 16, 1943 





Upon consideration of the application made on May 7, 1942, by Producers 
Gas Company (a New York corporation having its principal place of business 
at Olean, New York), pursuant to section 7(c) of the Natural Gas Act, as 
amended, for a certificate of public convenience and necessity authorizing the 
continuation of operations by the company, subject to the Commission’s juris- 
diction, in which the company, on February 7, 1942, and subsequent thereto, 
has been bona fide engaged, a supplement to said application filed on April 7, 
1943, and the records of the proceedings before the Federal Power Commission 
In the Matters of Cabot Gas Corporation and Godfrey L. Cabot. Inc., docket 
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Nos. G-—406, G-407, G-460 and G-—461, 3 F. P. C. 357, 47 P. U. R. (N. S.) 65, 
and 3 F. P. C. 582, 51 P. U. R. (N. S.) 458; and 

It appearing to the Commission that: 

(a) Producers Gas Company (hereinafter referred to as “applicant”) is a 
corporation engaged in the production, purchase, transportation and sale of 
natural gas. Among other facilities, it owns and operates a transmission pipe 
line extending from a point in the Town of Genesee, Allegany County, New 
York, in a northwesterly direction to Olean, New York, and a transmission pipe 
line extending from said point in the Town of Genesee in a northeasterly di- 
rection to Belfast, New York, with certain branch transmission lines extend- 
ing therefrom. It purchases natural gas from other companies, which gas is 
transported in pipelines of such other companies or their affiliates from vari- 
ous points within the State of Pennsylvania to three points in the Towns of 
Genesee and Bolivar, Allegany County, New York, on the aforementioned 
lines of applicant, near the New York-Pennsylvania State line, and to two 
other points on applicant’s said lines in the Towns of Amity and Angelica, 
Allegany County, New York, where such companies deliver the same to appli- 
cant. From such points of delivery, applicant transports the gas in its said 
pipe lines to other points within the State of New York, where it distributes 
and sells the same. There is a continuous and uninterrupted flow of the natu- 
ral gas from the aforementioned points within the State of Pennsylvania to 
the points of distribution in New York. Such transportation by the applicant 
constitutes an established course of business extending over a period of years; 

(b) Appropriate notice of the application has been duly given to appropriate 
state authorities and other parties, and published in Volume 7, Federal Reg- 
ister, page 4010, and no protest thereto has been received ; 

The Commission finds that: 

(1) Applicant is engaged in the transportation of natural gas in interstate 
commerce and is a “natural-gas company” within the meaning of the Natural 
Gas Act; 

(2) On February 7, 1942, applicant was bona fide engaged in the trans- 
portation of natural gas, subject to the jurisdiction of this Commission, over 
the routes and in the manner described in its application and exhibits attached 
thereto, and has so operated since that time; 

(3) The application was duly made to the Commission within ninety days 
after February 7, 1942 (the effective date of section 7(c) amended) and com- 
plies with the Commission’s regulations as to form and content ; 

The Commission, therefore, orders that: 

(A) A certificate of public’ convenience and necessity be and it is hereby 
issued to Producers Gas Company authorizing its continued operation of its 
facilities, which were in bona fide operation on February 7, 1942, and have 
been so operated since then, as described in its application, for the transpor- 
tation of natural gas, subject to the jurisdiction of this Commission ; 

(B) This certificate shall not be transferable, and its issuance is without 
prejudice to the authority of this Commission, or any other regulatory body, 
with respect to rates, service, accounts, valuation, estimate or determination 
of cost, or any other matter whatsoever which may come before this Com- 
mission, or such other regulatory body, and nothing herein shall be coh- 
strued as an acquiescence by this Commission in any estimate or determina- 
tion of cost, or any valuation of property claimed or asserted ; 

(C) Nothing herein is to be construed as affecting in any manner the de- 
termination of applicant’s service area under section 7(f) of the Natural Gas 
Act; 
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(D) This certificate shall be effective as long as applicant continues the 
operations hereby authorized in accordance with the provisions of the Natu- 
ral Gas Act and any pertinent rules, regulations or orders heretofore or here- 
after issued by the Commission ; 


(E) Appropriate evidence of the issuance of this certificate shall be fur- 
nished to applicant. 


Determination and order for emergency use of interconnection 
Houston Lighting & Power Company 
(Docket No. IT-5848) 


November 16, 1943 





Houston Lighting & Power Company filed an application on August 18, 1943, 
for approval by the Commission pursuant to section 202(d) of the Federal 
Power Act, of the establishment and maintenance of a certain interconnection 
in Texas with Gulf States Utilities Company as a permanent connection for 
emergency use. 

From the application, and other pertinent material in the records and files 
of the Commission, it appears that: 

(a) Houston Lighting & Power Company (hereinafter designated as appli- 
cant) is a Texas corporation having its principal office in Houston, Texas, and 
is engaged in the generation, transmission, distribution, and sale of electric 
energy in southern Texas ; 

(b) Gulf States Utilities Company (hereinafter designated as Gulf States) 
is a Texas corporation having its principal office in Beaumont, Texas, and 
is engaged in the generation, transmission, distribution, and sale of electric 
energy in southeastern Texas and southwestern Louisiana ; 

(c) The interconnection of applicant with Gulf States (commonly known 
as the Huffman interconnection) for the establishment and maintenance of 
which Commission approval is sought, consists of a 66 kilovolt tie at appli- 
eant’s Huffman switchrack, near Huffman, Harris County, Texas, to Gulf 
States’ 66 kilovolt Dayton-Huffman line with switching and metering equip- 
ment located in Gulf States’ Dayton substation, near Dayton, Liberty County, 
Texas. This equipment was installed several years ago, but following a 
change in Gulf States’ operations, the Dayton switch was opened and the 
two systems have not since been interconnected ; 

(d) At the request of the Office of War Utilities, War Production Board, 
the interconnection is to be utilized for reciprocal standby service under con- 
ditions of continuous parallel operation, if feasible after tests, or otherwise 
on the basis of transferring block load. The energy so transferred will be 
used by applicant and Gulf States to maintain more dependable service to the 
increased war loads on both systems during emergencies, and may involve 
the flow of electric energy in interstate commerce ; 

(e) The Director, Office of War Utilities, War Production Board, has ad- 
vised the Commission that: 

“The interconnection . .. at or near Huffman, Texas, is needed for power 
supply for war purposes in the areas served by the interconnected power sys- 
tems. This interconnection can be expected to have power flow in either direc- 
tion from time to time. The need for these flows of power is anticipated to 
continue during the war.” 
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(f) The Commission is requested to issue.an order: 

(i) Approving the establishment and maintenance of the aforesaid inter- 
connection as a permanent connection for emergency use; 

(ii) Declaring that applicant shall not become subject to the jurisdiction 
of the Commission on account of its establishment, maintenance, and use of 
the interconnection during the war emergency ; 

(iii) Making certain recitals and provisions as to the duration and termi- 
nation of such order, and as to the electric energy delivered through the in- 
terconnection during the war emergency, and as to reports of the amounts of 
electric energy so delivered ; 

The Commission, upon consideration of the foregoing, finds that: 

(1) Applicant owns and operates facilities which may not be facilities for 
the transmission and sale at wholesale of electric energy in interstate com- 
merce, and may not be a public utility within the meaning of section 201 of 
the Act; 

(2) Gulf States owns and operates facilities which may be facilities for 
the transmission and sale at wholesale of electric energy in interstate com- 
merce, and may be a public utility within the meaning of section 201 of the 
Federal Power Act; 

(3) The unusual requirements occasioned by the present state of war are 
‘ausing increased demands for electric energy, restrictions on the construc- 
tion and installation of additional electric generating and transmission facil- 
ities, and emergencies in the maintenance of adequate supplies of electric 
energy essential to the war effort, necessitating the interconnected use of 
electric facilities, particularly in the areas served by applicant and Gulf 
States and interconnected systems ; 


(4) The use of the aforesaid Huffman interconnection during the present 
war emergency but not beyond ninety days after the cessation of hostilities, 
as hereinafter provided, is desirable in the public interest to aid in the war 


effort and should not affect the status of applicant under the Federal Power 
Act; 


(5) The provisions hereinafter specified make it unnecessary to pass upon 
other aspects of the application ; 

Wherefore, the Commission determines and orders that: 

(A) The use of the aforesaid Huffman interconnection during the present 
war emergency but not beyond ninety days after the cessation of hostilities, 
shall not affect the status of applicant under the Federal Power Act; 

(B) This determination and order is expressly limited to the use of the 
interconnection as provided herein, and any and all- exemptions granted 
hereby are expressly limited by the conditions that: 

(i) Under no circumstance shall it be assumed or contended by or on be- 
half of applicant that anything done pursuant hereto affects, or shall in any 
way affect, the determination of the status of applicant under the . Federal 
Power Act by reason of its operations other than the use of the Huffman 
interconnection pursuant hereto; 

(ii) Such exemption shall terminate and cease to have force or effect from 
and after ninety days following the cessation of present war hostilities, un- 
less the Commission shall hereafter extend such exemption by further deter- 
mination and order ; 

(C) Applicant shall promptly file with the Commission two copies of any 
interchange agreements or contracts involving the aforesaid interconnection, 
and shall report to the Commission quarterly hereafter the amounts of electric 
energy received and transmitted in each direction through such interconnec- 
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tion during each of the three preceding calendar months, as well as such 
other information as the Commission may from time to time require; 

(D) The Commission may hereafter, upon its own motion or upon com- 
plaint, make such investigations as it may deem necessary to ascertain 
whether the aforesaid interconnection is being used within the limitations of 
this determination and order, and if the Commission finds otherwise, may 
modify or terminate any or all provisions of this determination and order. 


Determination and order for emergency use of interconnections 
Texas Power & Light Company, Texas Electric Service Company and 
Community Public Service Company 
(Docket No. IT-5846) 


November 16, 1943 





Texas Power & Light Company filed an application on August 11, 1943 (in 
which it was joined on August 12, 1943, by Texas Electric Service Company 
and on August 14, 1943,:by Community Public Service Company) for approval 
by the Commission pursuant to section 202(d) of the Federal Power Act, of 
the use of certain connections in Texas with Lower Colorado River Authority 
as permanent connections for emergency use; 

From the application, and other pertinent material in the records and files 
of the Commission, it appears that: 

(a) Texas Power & Light Company (hereinafter designated as Texas 
Power) is a Texas corporation having its principal office in Dallas, Texas, 
and is engaged in the generation, transmission, distribution, and sale of 
electric energy in northeastern Texas; 

(b) Texas Electric Service Company (hereinafter designated as Texas Elec- 
tric) is a Texas corporation having its principal office in Fort Worth, Texas, 
and is engaged in the generation, transmission, distribution, and sale of 
electric energy in north central and western Texas ; 

(c) Community Public Service Company (hereinafter designated as Com- 
munity) is a Delaware corporation having its principal office in Fort Worth, 
Texas, and engaged in the generation, transmission, distribution, and sale of 
electric energy in north central and western Texas; 

(d) Lower Colorado River Authority (hereinafter designated as Authority) 
is an agency of the State of Texas having its principal office in Austin, Texas, 
and is engaged in the generation, transmission, distribution, and sale of 
electric energy in south central Texas; 

(ce) Texas Power, Texas Electric, and Community are variously intercon- 
nected through their respective systems in Texas, as shown in the aforesaid 
application and elsewhere in the records and files of the Commission ; 

(f) At the time it filed such application, Texas Power had certain reverse 
power relays at its connections with Authority near Buchanan Dam and 
Marshall Ford Dam on the Colorado River in Texas, and near its Minerva 
switching station in Milam County, Texas, which assertedly prevented the 
transmission of electric energy from its facilities to those of Authority; 

(g) Texas Power, pursuant to Directive No. 3 issued August 17, 1943, by 
War Production Board under its Limitation Order L-94, has removed such 
reverse power relays to permit the unrestricted flow of power in either direc- 
tion between its system and that of Authority for war emergency purposes ; 
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(h) Texas Power requests the Commission to approve the removal of such 
reverse power relays and the use of such connections with Authority as per- 
manent connections for emergency use, and that neither the removal of such 
reverse power relays, the use of connections with Authority, nor the possible 
resultant transmission of energy in interstate commerce and the use of fa- 
cilities for any such transmission shall, during the present war emergency 
and for ninety days after the cessation of hostilities, subject Texas Power or 
any companies with which it is interconnected, to the jurisdiction of the Com- 
mission unless otherwise subject thereto ; 

(i) The General Manager of Authority has advised the Commission that: 

“Removal of three reverse power relays . . . will permit free flow of power 
and energy between North and South Texas. Removal .. . will further safe- 
guard present resources of the Authority thereby benefiting South Texas by 
making available energy from North Texas facilities . . . when energy is not 
available from South Texas due to their own load, maintenance schedules, 
ete. and in emergency operating conditions which might arise when this energy 
from North Texas would be transmitted through our system for the benefit 
of City Public Service Board of San Antonio and Houston Lighting & Power 
Company in case of a major breakdown in their system. This would make 
on and off peak energy available which is required to conserve resources of 
the Authority in order to maintain maximum generating capability . .. re- 
quired to serve both the North and South Texas systems as shown by the re- 
cent study of the Office of War Utilities. All war industries served by the 
interconnected systems will be assured additional safeguard of electric service 
by this method. Present water resources of the Authority are not in a critical 
condition but this precaution is recommended by the Authority as an addi- 
tional cooperative effort in maintaining reserve capacity available during 
emergency periods to North and South Texas power pools during the war 
emergency.” 

(j) The Director, Office of War Utilities, War Production Board, has ad- 
vised the Commission that: 

“The removal of the reverse power relays . . . is immediately needed for war 
purposes to permit an interchange of power from time to time between Texas 
Power & Light Company and the Lower Colorado River Authority. The im- 
mediate need for interchange arises from delays in the completion of gen- 
erating installations in Arkansas, Oklahoma and Louisiana, which have re- 
sulted in a shortage of reserve power facilities throughout the interconnected 
power network covering these states and Texas. 

In addition, the operations made possible by removal of the relays are an 
important part of the program of full coordination of these interconnected 
systems. The need for such coordination is anticipated to continue for the 
duration of the war. The interchange between Texas Power & Light Com- 
pany and the Lower Colorado River Authority will assist in reinforcing serv- 
ice in the interconnected area and will provide emergency service when needed 
in South Texas and South Louisiana without impairing water storage in 
reservoirs of the Lower Colorado River Authority.” 

The Commission, upon consideration of the foregoing, finds that: 

(1) Texas Power owns and operates facilities which may not be facilities 
fer the transmission and sale at wholesale of electric energy in interstate 
commerce and may not be a public utility within the meaning of section 201 of 
the Federal Power Act; 

(2) Texas Electric owns and operates facilities which may be facilities for 
the transmission and sale at wholesale of electric energy in interstate com- 
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merce and may be a public utility within the meaning of section 201 of the 
Federal Power Act; 

(3) Community owns and operates facilities which may be facilities for 
the transmission and sale at wholesale of electric energy in interstate com- 
merce and may be a public utility within the meaning of section 201 of the 
Federal Power Act; 

(4) Authority is an agency of the State of Texas within the meaning of 
section 201 of the Federal Power Act; 

(5) The unusual requirements occasioned by the present state of war are 
causing increased demands for electric energy, restrictions on the construc- 
tion and installation of additional electric generating and transmission fa- 
cilities, and emergencies in the maintenance of adequate supplies of electric 
energy essential to the war ei ort, necessitating the interconnected use of 
electric facilities, particularly in the areas served by Texas Power, Texas 
Electric, Community, Authority, and interconnected systems; 

(6) The use of the aforesaid interconnections of Texas Power with Author- 
ity during the present war emergenay, but not beyond ninety days after the 
cessation of hostilities, as hereinafter provided, is desirable in the public in- 
terest to aid in the war effort and should not affect the status of Texas 
Power, Texas Electric, or Community under the Federal Power Act; 

(7) The provisions hereinafter specified make it unnecessary to pass upon 
other aspects of the application ; 

Wherefore, the Commission determines and orders that: 

(A) The use of the aforesaid interconnections of Texas Power with Author- 
ity during the present war emergency, but not beyond ninety days after 
cessation of hostilities, shall not affect the status of Texas Power, Texas Elec- 
tric, or Community under the Federal Power Act ; 

(B) This determination and order is expressly limited to the use of the 
interconnections as provided herein, and any and all exemptions granted 
hereby are expressly limited by the conditions that: 

(i) Under no circumstance shall it be assumed or contended by or on be- 
half of applicants that anything done pursuant hereto affects, or shall in 
any way affect, the determination of the status of Texas Power, Texas Elec- 
tric or Community under the Federal Power Act by reason of their opera- 
tions other than the use of the aforesaid interconnections pursuant hereto; 

(ii) Such exemption shall terminate and cease to have force or effect from 
and after ninety days following the cessation of present war hostilities, un- 
less the Commission shall hereafter extend such exemption by further deter- 
mination and order ; 

(C) Texas Power shall promptly file with the Commission two copies of 
any interchange agreements or contracts involving electric energy transfers 
related to the aforesaid interconnections, and shall report to the Commission 
quarterly hereafter the amounts of electric energy received and transmitted 
in each direction through each such interconnection during each of the three 
preceding calendar months, as well as such other information as the Commis- 
sion may from time to time require; 

(D) This determination and order and the acts done pursuant hereto shall 
be without prejudice to and shall in no way affect the proceeding now pending 
before the Commission Jn the Matter of Arkansas Power & Light Company, 
et al., (docket No. IT-5802), 3 F. P. C. 802, or any other matter now pending 
or which may come before the Commission, or the Securities and Exchange 
Commission, or any other regulatory agency ; 

(E) The Commission may hereafter, upon its own motion or upon com- 
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plaint, make such investigations as it may deem necessary to ascertain whether 
the aforesaid interconnections are being used within the limitations of this 
determination and order, and if the Commission finds otherwise, may modify 
or terminate any or all provisions of this determination and order. 


Order authorizing issuance of preliminary permit 
Alaska Metals and Power Company 
(Project No. 1905) 

November 23, 1943 


Upon application filed July 23, 1948, by Alaska Metals and Power Company, 
of Seattle, Washington, for preliminary permit under the Federal Power Act 
for a proposed hydroelectric development, designated as project No. 1905, to 
be located on Mill Creek, an outlet of Virginia Lake, and on the east coast 
of Eastern Passage, a navigable tidewater channel of southeastern Alaska, 
affecting lands of the United States within the Tongass National Forest in 
the Wrangell Precinct and Recording District, Territory of Alaska; and 

It appearing that: 

(a) The proposed project is to consist of a dam ten feet high and 594 feet 
long at the outlet of Virginia Lake, a reservoir consisting of Virginia Lake, 
a flume or pipe line 4,341.8 feet long leading to a powerhouse, a powerhouse 
with installed capacity of about 1,000 horsepower located on the east shore 
of Eastern Passage; and a transmission line eight miles long; 

(b) Applicant proposes to use the power generated for its own mining and 
other commercial operations ; 

The Commission, having considered the application and the record thereon, 
finds that: 

(1) The applicant is a corporation organized and existing under the laws 
of the State of Washington; 

(2) No other application for preliminary permit or license for a similar 
project, or in conflict therewith, is before the Commission ; 

(3) Public notice of the filing of the application has been given as re- 
quired by the Act; 

(4) Only one protest was filed objecting to the issuance of a preliminary 
permit for the project but such protest related to the granting of a right to 
the applicant for use of the water power to be developed by the project, a 
question which is reserved and may be disposed of more appropriately only 
upon consideration of the issuance of a license; 

(5) The map filed as part of the application and designated as Exhibit H 
conforms to the Commission’s Rules of Practice and Regulations; and 

It is ordered that: 

(A) A preliminary permit be issued to applicant for a period of two years, 
subject to the provisions of the Act and the Commission’s rules and regula- 
tions thereunder ; 

(B) The permit shall contain the usual conditions and provisions for pre- 
liminary permits for such projects and the following special conditions: 

(i) At the expiration of each six months’ period subsequent to the date of 
issuance of this permit the permittee shall submit a report on the progress 
made in securing data and performing the acts required by section 9 of the 
Federal Power Act; and 

(ii) The permittee shall begin the required investigations as soon as prac- 
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ticable; shall prosecute such investigations diligently in such a manner and at 
such a rate as in the judgment of the Commission will insure the completion 
of all necessary investigations within the period of the permit; 

(C) The map referred to in finding (5) above as conforming to the Com- 
mission’s rules and regulations be and it is hereby approved for incorporation 
in the permit. 


Order authorizing issuance of license (major) 
Pennsylvania Water & Power Company and Susquehanna Transmission 
Company of Maryland 
(Project No. 1881) 
November 23, 1943 





Upon application filed May 18, 1942, by Pennsylvania Water & Power Com- 
pany, of Baltimore, Maryland, for license under the Federal Power Act for 
a constructed project (known as the Holtwood project) located on the Susque- 
hanna River, a navigable water of the United States, in Lancaster and York 
Counties, Pennsylvania, which application was filed pursuant to the Com- 
mission’s order of November 3, 1939, In the Matter of Pennsylvania Water & 
Power Company, docket No. IT-5524, 2 F. P. C. 61, 32 P. U. R. (N. S.) 1; and 

It appearing that: 

(a) The project consists of a concrete gravity overflow dam about 2,392 
feet long and about 55 feet high with a fishway and log chute; a pool ex- 
tending upstream about eight miles; a powerhouse containing ten main units 
having an aggregate capacity of 146,600 horsepower and two 5,000 kilowatt 
frequency changers; a 66,000-volt substation having an aggregate main trans- 
former capacity of 282,500 kilovolt-amperes; the crest of the dam being at 
elevation 165 feet and the effective height of the dam being increased 4.75 
feet to elevation 169.75 feet by flashboards supported by destructible pins; and 
in addition to these project facilities the applicant also maintains a steam 
plant, loading docks and other facilities which occupy and use lands within 
the project boundaries to some extent and in part, occupy areas which the ap- 
plicant has designated as “common property” ; 

(vb) By Commission order of January 13, 1943, 3 F. P. C. 900, the applicant 
and the Susquehanna Transmission Company of Maryland, a wholly owned 
subsidiary of the applicant, were ordered to show cause, if any there be, in 
writing and under oath, not later than February 15, 1948: 

(i) Why the Susquehanna Company should not be made a party to the 
present proceeding and join in the application for license for project No. 1881, 
to the limited extent of its ownership and operation of certain transmission 
facilities appearing to the Commission to be parts of the complete project and 
referred to in paragraphs (b) and (d) of said order to show cause; and 

(ii) Why the electric facilities referred to in paragraphs (b), (c), and (d) 
of said order and described in paragraph (e) of the same order as necessary 
parts of the complete Holtwood project should not be included as parts of 
the project works of project No. 1881, and the application for license amended 
accordingly ; 

(c) In the response filed February 13, 1943, to the show-cause order, the 
applicant and the Susquehanna Company contend that the transmission facili- 
ties described in the order as parts of the complete project are not in fact 
primary transmission lines under the definition set forth in section 3(11) of 
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the Act and, therefore, are not within the.licensing authority of the Com- 
mission ; 

(d) Construction of the project was commenced in 1905 and the first unit 
was placed in operation in 1910 and the last two units were placed in 
operation in 1924; 

(e) The Secretary of War and the Chief of Engineers have approved the 
project structures affecting navigation, except the suspension bridge across 
the channel above Holly Island in the Susquehanna River, subject to cer- 
tain conditions hereinafter provided for ; 

(f) The Secretary of the Interior has been requested to report on the ap 
plication for license insofar as fish protection may be involved, but to date no 
report has been received ; 

(g) The Susquehanna at the project site is a navigable water of the United 
States ; 

The Commission, having considered the application and the record thereon, 
including the record in docket No. IT-5524, finds that: 

(1) The applicant, Pennsylvania Water & Power Company, is a corporation 
organized under the laws of the Commonwealth of Pennsylvania and has 
submitted satisfactory evidence of compliance with the requirements of all 
applicable State laws insofar as necessary to effect the purposes of a license 
for the project ; 

(2) No application for a similar project, or in conflict therewith is before 
the Commission ; 

(3) Public notice has been given as required by the Act; 

(4) Under present circumstances and conditions, the project is best adapted 
to a comprehensive plan for improving and developing the Susquehanna 
River for the use and benefit of interstate or foreign commerce, for the im- 
provement and utilization of water power development, and for other bene- 
ficial publie uses, including recreational purposes ; 

(5) The installed horsepower capacity of the project herein authorized is 
146,600 horsepower, and the energy generated will be and is being used for 
general public utility purposes ; 

(6) In accordance with section 10(d) of the Act, the rate of return upon 
the net investment in the project and the proportion of surplus earnings to 
be paid into and held in amortization reserves are reasonable as hereinafter 
specified ; 

(7) The amount of annual charges to be paid under the license for the 
purpose of reimbursing the United States for the costs of administration of 
Part I of the Act is reasonable as fixed and specified in paragraph (D) below; 

(8) On December 23, 1937, the Commission ordered an investigation, under 
docket No. IT-5501, of the maintenance and operation of hydroelectric power 
developments (including the Holtwood project) not under license from the 
Federal Power Commission and located on streams over which Congress has 
jurisdiction under its authority to regulate commerce with foreign nations and 
among the several States ; 

(9) The maps, plans, specifications, and statements filed as part of the ap- 
plication and designated as Exhibit F, pages 1 to 9a, inclusive; as Exhibit 
I4 (FPC No. 1881-1); as Exhibit J-2 (FPC No. 1881-3); as Exhibit J-3 
(FPC No. 1881-4): as Exhibit K-1—A, sheets 1 and 5 to 17, inclusive (FPC 
Nos. 1881-6, 10 to 22, inclusive) ; as Exhibit K(1) (c), pages 1 to 10, inclusive; 
as Exhibit K-2 (FPC No. 1881-23); as Exhibit K-38 (FPC No. 1881-24); 
as Exhibit L-2 (FPC No. 1881-26); as Exhibit L-3 (FPC No. 1881-27); 
as Exhibits L-4A and L-4-B (FPC Nos. 1881-28 and 29); as Exhibits 
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L-5-A, L-5-B, and L-5-C (FPC Nos. 1881-30 to 32, inclusive); as Exhibit 
L-6 (FPC No. 1881-33); as Exhibit L-7 (FPC No. 1881-34); as Exhibit M, 
pages 1 to 13, inclusive; and as Exhibits M-2-A and M-2-B (FPC Nos. 1881- 
35 and 36), conform to the Commission’s Rules of Practice and Regulations; 

(10) It is desirable to reserve for determination at a future date the ques- 
tion of what additional transmission facilities, and what additional facilities 
among those referred to in paragraph (@) above, if any, should be included 
in the license as parts of the complete project ; 

(11) Upon further study of the ownership, and of the usefulness to the 
project, of the lands included within the project boundaries as parts of the 
project area, it may be found that some lands are not properly included as 
parts of said project, and therefore, it may be necessary to revise the project 
area accordingly in the future; and 

It is ordered that: 

(A) A major license for a period effective January 1, 1938, and terminat- 
ing June 30, 1970, be issued to Pennsylvania Water & Power Company for the 
operation and maintenance of the project, subject to the provisions of the Act, 
and the rules and regulations thereunder ; 

(B) The license shall contain the usual conditions and provisions for li- 
censes issued under section 4(e) of the Act for such projects, and the follow- 
ing special conditions: 

(i) Insofar as any material is dredged and excavated in the prosecution of 
any work authorized under this license, it shall be removed and deposited 
so it will not interfere with navigation and will to the satisfaction of the 
District Engineer, War Department, in charge of the locality; 

(ii) The United States specifically retains and safeguards the right to use 
water in such amount, to be determined by the Secretary of War, as may be 
necessary for the purposes of navigation; and the operation by the licensee of 
the project works’ of this project so far as such operation involves the use, 
storage, and discharge from storage of waters of the Susquehanna River at 
this project, shall at all times be controlled by such reasonable rules and 
regulations as the Secretary of War may prescribe in the interest of naviga- 
tion, and as the Federal Power Commission may prescribe for the protection 
of life, health, and property and in the interest of the fullest practicable con- 
servation and utilization of such waters for power purposes and for other 
beneficial public uses, including recreational purposes; and the licensee shall 
release water from the reservoir at such rate in cubic feet per second, or 
such volume in acre feet per specified period of time as the Secretary of War 
may prescribe in the interest of navigation or as the Federal Power Com- 
mission may prescribe for the other purposes hereinbefore mentioned ; 

(iii) The operation of any navigation facilities which may be constructed 
as a part of or in connection with any dam or diversion structure constituting 
a part of the project works of this project shall at all times be controlled by 
such reasonable rules and regulations in the interest of navigation, including 
the control of the level of the pool caused by such dam or diversion struc- 
ture, as may be made from time to time by the Secretary of War. Such 
rules and regulations may include the construction, maintenance, and opera- 
tion by the licensee, at its own expense, of such lights and signals as may be 
directed by the Secretary of War; 

(iv) Whenever the United States shall desire to construct, complete, or im- 
prove navigation facilities in connection with this project, the licensee shall 
convey to the United States, free of cost, such of its lands and its rights-of- 
way and such rights of passage through its dam or other structures and 
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permit such control of pools as may be required to complete, maintain, and 
operate such navigation facilities ; 

(v) The licensee shall construct and install such appliances as are necessary 
for furnishing power for the operation of navigation facilities, including lights 
and signals, whether constructed by the licensee or by the United States; and 
shall furnish free of cost to the United States power for the operation of 
such navigation facilities ; 

(vi) The licensee shall allow officers and employees of the United States, 
showing proper credentials, free and unrestricted access into, through, and 
across the project lands and project works, in the performance of their official 
duties ; 

(vii) The actual legitimate original cost, estimated where not known, and 
the accrued depreciation of the project as of the effective date of this license, 
namely January 1, 1938, shall be determined in accordance with the Act and 
the rules and regulations of the Commission, and the licensee hereby agrees 
to accept such original cost less such accrued depreciation, so determined, as 
being the net investment in the project as of such effective date; 

(viii) The licensee shall make such changes in the fishway as may be pre- 
scribed by the Secretary of the Interior ; 

(ix) Within 90 days from the date of issuance of this license, the licensee 
shall apply to the Secretary of War for a permit authorizing the operation and 
maintenance of the suspension bridge across the channel above Holly Island 
in the Susquehanna River and shall accept such permit as the Secretary of 
War has authority to issue; 

(C). After the first 20 years of operation of the project under this license, 
namely after December 31, 1957, six (6) per cent per annum shall be the 
specified rate of return on the net investment in the project for determin- 
ing surplus earnings in accordance with the provisions of section 10(d) of 
the Act for the establishment and maintenance of amortization reserves to be 
held until termination of the license, or in the discretion of the Commission, 
to be applied from time to time in reduction of the net investment in the 
project, and one-half of all surplus earnings in excess of six (6) per cent per 
annum received in any calendar year shall be put into and held in such 
amortization reserves ; 

(D) Subject to the provisions of section 10(e) of the Act and the rules and 
regulations of the Commission thereunder, the licensee shall pay to the United 
States an annual charge, starting January 1, 1938, for the purpose of reim- 
bursing the United States for the costs of administration of Part I of the Act, 
of one (1) cent per horsepower on the horsepower capacity (146,600 horse- 
power) authorized by this license, plus two and one-half (2%) cents per 
1,000 kilowatt hours of gross energy generated by the project during the 
fiscal year ended June 30 of the calendar year for which the charge is made; 

(E) The maps, plans, specifications, and statements referred to in finding 
(9) above as conforming to the Commission’s rules and regulations are hereby 
approved for incorporation in the license ; 

(F) The Commission expressly reserves the right to consider at a later 
date the question of what additional transmission lines and transmission fa- 
cilities and what other facilities such as the steam power plant, loading docks, 
and appurtenant facilities referred to in paragraph (@) above, if any, shall 
be covered in the license and included as a part of the project works, and what 
lands shall be included within the project boundary ; 

(G) None of the terms, conditions, or provisions of the Federal Power Act 
or of the license shall be held to be waived unless expressly so stated. 
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Order dismissing complaint 
City of Cleveland, Complainant 
v. 
Panhandle Eastern Pipe Line Company, Defendant 
(Docket No. G-506) 
November 23, 1943 


It appearing to the Commission that: 

(a) On November 12, 1943, the City of Cleveland, Ohio (hereinafter some- 
times referred to as “City”) filed a “complaint” with the Commission alleging, 
among other things, that the rates presently being charged by Panhandle 
Eastern Pipe Line Company (hereinafter referred to as “Panhandle”) for 
the sale of gas to The East Ohio Gas Company (hereinafter referred to as 
“East Ohio”) at Maumee, Ohio, for resale in Cleveland and elsewhere are un- 
just, unreasonable, unlawful and in excess of the lowest reasonable rate, and 
requesting the Commission (1) to “order an investigation”; (2) to determine 
a just and reasonable interim rate for natural gas sold by Panhandle to East 
Ohio for resale in Cleveland and elsewhere; and (3) to determine ultimately 
the lowest just and reasonable permanent rate for natural gas sold by Pan- 
handle to East Ohio for resale to consumers in Cleveland and elsewhere, and 
fix the same by order; 

(b) The City also alleges that natural gas is presently being sold by Pan- 
handle to East Ohio for resale to consumers in Cleveland and elsewhere in 
accordance with a contract between the parties, dated February 4, 1943, which 
provides in part as follows: 


“Article VII 
Rate and Computation of Bills 


For all gas purchased by East Ohio from Eastern hereunder, the price shall 
be as follows: 


A. Firm gas deliveries as set forth in Section 4 (a) of Article II: 

Twenty-seven and Seventy-five One Hundredths (27.75) cents per thousand 
cubic feet or such other price (from the effective date of such other price), 
applicable to Eastern’s firm sales to utilities in Ohio and Michigan on the 
basis of one hundred (100) per cent load factor, as may become effective as a 
result of the rate proceedings before the Federal Powef Commission under 
Docket Numbers G-200 and G-207. 

B. Dump gas deliveries as set forth in Section 4 (b) of Article II: 

Sixteen (16) cents per thousand cubic feet or such other price (from the 
effective date of such other price), applicable to Eastern’s dump sales to 
utilities in Ohio and Michigan as may become effective as a result of the rate 


proceeding before the Federal Power Commission under Docket Numbers G—200 
and G-—207.” 


(c) By order of May 22, 1941, this Commission, upon complaint, instituted 
a comprehensive investigation of all the interstate wholesale natural-gas rates 
and charges of Panhandle and its subsidiaries; in docket No. G—207, 2 F. P. C. 
947, which investigation has not been finally concluded or terminated. After 
extensive hearings had in such investigation, the Commission, on September 
23, 1942, entered its opinion and accompanying interim order, 3 F. P. OC. 273, 
45 P. U. R. (N. 8.) 208, directing Panhandle and its subsidiaries to reduce 
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rates and charges for or in connection with-the transportation and sale of 
natural gas in interstate commerce for resale for ultimate public consumption 
by not less than $5,094,384 per annum based on 1941 sales and revenues; 

(d) The Commission’s order of September 23, 1942, further directed Pan- 
handle and its subsidiaries to file new schedules of rates and charges, effective 
as to all bills regularly rendered after November 1, 1942, reflecting the reduc- 
tion referred to in paragraph (c) hereof, and on and after the effective date 
of such new schedules to cease and desist from making, demanding, or receiv- 
ing rates and charges which do not reflect the reduction ordered ; 

(e) On November 18, 1942, Panhandle and its subsidiaries filed a petition 
for review of the Commission’s order of September 23, 1942, in the United 
States Circuit Court of Appeals for the Eighth Circuit, in Case No. 12466, and 
upon application of Panhandle, the Court on December 7, 1942, entered an 
order staying the Commission’s order of September 23, 1942, which said stay 
provides, among other things, that: 

“Full power and jurisdiction is reserved to cancel or modify this order and 
to enter any other orders (with or without application of the parties) to pro- 
tect or promote the rights and interests of the parties to this litigation and 
of the ultimate consumers financially interested in the impounded funds.” 

(f) Thereafter, on May 14, 1948, said cause was argued by counsel and 
submitted to the Court and such matter is now pending and remains undis- 
posed of by said court; 

The Commission finds that: 

(1) Since a broad and comprehensive investigation into the rates and 
charges of Panhandle has been heretofore instituted by this Commission in 
docket No. G-207, a new order of investigation appears unnecessary and would 
be redundant and duplicative ; 

(2) Inasmuch as this Commission is enjoined by the Court’s stay order of 
December 7, 1942, from enforcing its outstanding interim rate reduction, this 
Commission could not lawfully enforce an order making effective an additional 
rate reduction (even if found justified upon evidence adduced at further 
hearings) until after dissolution of such stay order ; 

(3) In view of the foregoing and the express reservation by the Court of 
control over the subject matter, it would be inappropriate to hold further 


-hearings to determine new interim rates or permanent rates at this time; 


Wherefore, the Commission orders that: 
The complaint of the City of Cleveland, filed herein November 12, 1943, be 
and the same is hereby dismissed, without prejudice. 


Determination and order for emergency use of interconnection 
Southern Indiana Gas and Electric Company 
(Docket No. IT-5856) 
November 25, 1943 


Southern Indiana Gas and Electric Company filed an application on October 
2, 1943, for approval by the Commission pursuant to section 202 (d) of the 
Federal Power Act, of an intereonnection in Indiana with Public Service 
Company of Indiana, Inc., for emergency use only. 

From the application, and other pertinent material in the records and the 
files of the Commission, it appears that: 

(a) Southern Indiana Gas and Electric Company (hereinafter designated 
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as applicant) is an Indiana corporation having its principal office in Evans- 
ville, Indiana, and is principally engaged in the generation, transmission, dis- 
tribution, and sale of electric energy in southwestern Indiana; 

(b) Public Service Company of Indiana, Inc. (hereinafter designated as 
Public Service) is an Indiana corporation having its principal office in In- 
dianapolis, Indiana, and is principally engaged in the generation, transmission, 
distribution and sale of electric energy throughout a substantial area in 
central and southern Indiana. It owns and operates facilities in Indiana over 
which energy generated in Ohio and Kentucky is transmitted and sold at 
wholesale for resale and consumption in Indiana. Some of the electric energy 
which it generates and transmits over its facilities in Indiana is sold, at 
wholesale for resale and consumption in Ohio and Illinois; 

(c) Applicant has on order a 20,000 kilowatt electric generating unit which 
has been released by the War Production Board for installation at applicant’s 
Ohio River electric generating station in Evansville, Indiana. Applicant does 
not have, nor will it have until such new generating unit is put into service, 
adequate reserve generating capacity to protect its system load require- 
ments, including heavy demands by its customers engaged in producing war 
materials and in other war activities ; 

(ad) Applicant proposes an interconnection with Public Service at Oakland 
City, Indiana, by: 

(i) Construction of a 69 kilovolt transmission line with a capacity of ap- 
proximately 20,000 kilovolt amperes between its substation at its aforesaid 
Ohio River generating station and the substation of Public Service located in 
Oakland City, Indiana, a distance of approximately 39 miles, and installation 
of a 20,000 kilovolt ampere, 69/12 kilovolt, 3-phase transformer at such Ohio 
River substation, and certain communication equipment ; 

(ii) Operation of the systems of applicant and Public Service in parallel 
continuously during the period of emergency ; 

(e) At the request of the Office of War Utilities, War Production Board, 
the interconnection is to be used to provide stand-by capacity to applicant in 
amounts to 15,000 kilowatts in order to better assure, with a minimum use 
of critical materials and labor, continuous service to its customers engaged 
in manufacturing war materials, until such time as applicant’s new generat- 
ing unit is put into operation. 

(f) The Director, Office of War Utilities, War Production Board, has ad- 
vised the Commission that: 


“The subject interconnection was effected at the request of the War Produc- 
tion Board to accomplish two purposes: 

(a) To provide adequate reserve capacity in the system of the Southern 
Indiana Gas & Electric Company until such time as their new 20,000 KW 
turbo generator, now scheduled for installation in the latter part of 1944, is 
in operation. 

(b) To pool the reserve capacity of Southern Indiana with that of the 
Public Service Company of Indiana and interconnected companies, so as to 
permit the ultimate use of all available generating capacity in the area for 
the duration of the war. 

The War Production Board regards it as essential that this interconnection 
be operated closed at both ends at all times in order that full use may be 
made of combined system reserves through continuous interconnection, not 
only in the areas served by the two companies directly interconnected, but 
also with the systems of other companies with which these companies may be 
in turn interconnected.” 
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(g) The Commission is requested to issue an order excepting applicant 
under section 202 (d) of the Federal Power Act from any and all jurisdiction 
of the Commission by reason of the interconnection, as above described, be- 
tween applicant and Public Service, or the use thereof ; 

The Commission, upon consideration of the foregoing, finds that: 

(1) Applicant owns and operates facilities which may not be facilities for 
the transmission and sale at wholesale of electric energy in interstate com- 
merce, and may not be a “public utility” within the meaning of section 201 of 
the Federal Power Act; 

(2) Public Service owns and operates facilities which may be facilities for 
the transmission and sale at wholesale of electric energy in interstate com- 
merce, and may be a “public utility” within the meaning of section 201 of the 
Federal Power Act; 

(3) The unusual requirements occasioned by the present state of war are 
causing increased demands for electric energy, limitations on the supply and 
transportation of fuel for electric generating plants, restrictions on the con- 
struction and additional installation of electric generating and transmission 
facilities, and emergencies in the maintenance of adequate supplies of electric 
energy essential to’ the war effort, necessitating the interconnection of electric 
facilities, particularly in the areas served by applicant and Public Service and 
interconnected systems ; 

(4) The use of the proposed interconnection during the present war emer- 
gency but not beyond ninety days after the cessation of hostilities, as herein- 
after provided, is desirable in the public interest to aid in the war effort and 
should not affect the status of applicant under the Federal Power Act; 

(5) The provisions hereinafter specified make it unnecessary to pass upon 
other aspects of the application ; 

Wherefore, the Commission determines and orders that: 

(A) The use of the proposed interconnection of applicant with Public 
Service at Oakland City, Indiana, during the present war emergency but not 
beyond ninety days after the cessation of hostilities, shall not affect the status 
of applicant under the Federal Power Act; 

(B) This determination and order is expressly limited to the use of the 
interconnection as provided herein, and any and all exemptions granted hereby 
are expressly limited by the conditions that: 

(i) Under no circumstance shall it be assumed or contended by or on behalf 
of applicant that anything done pursuant hereto affects, or shall in any way 
affect, the determination of the status of applicant under the Federal Power 
Act by reason of its operations other than the use of the proposed intercon- 
nection pursuant hereto; . 

(ii) Sueh exemption shall terminate and cease to have force or effect from 
and after ninety days following the cessation of present war hostilities, unless 
the Commission shall hereafter extend such exemption by further determina- 
tion and order ; 

(C) Applicant shall promptly file with the Commission two copies of any 
interchange agreements or contracts involving the aforesaid interconnection 
which have not heretofore been so filed, and shall report to the Commission 
quarterly hereafter the amounts of electric energy received and transmitted in 
each direction through such interconnection during each of the three preceding 
calendar months, as well as such other information as the Commission may from 
time to time require; 

(D) The Commission may hereafter, upon its own motion or upon complaint, 
make such investigations as it may deem necessary to ascertain whether the 
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aforesaid interconnection is being used within the limitations of this deter- 
mination and order, and if the Commission finds otherwise, may modify or 
terminate any or all provisions of this determination and order. 


Order modifying and amending certificate of public convenience and necessity 
Panhandle Eastern Pipe Line Company 
(Docket No. G-—410) 
November 30, 1943 


It appearing to the Commission that: 

(a) On March 27, 1943, Panhandle Eastern Pipe Line Company, a Delaware 
corporation (hereinafter sometimes referred to as “applicant’’), filed an appli- 
cation for amendment of the limited certificate of public convenience and 
necessity issued by the Commission October 2, 1942, 3 F. P. C. 301, 46 P. U. R. 
(N.S.) 165, as supplemented by order of January 13, 19438, 3 F. P. C. 902; 

(b) The matter was set for a public hearing by order dgted April 12, 1943, 
and appropriate notice thereof was given to interested persons, including 
publication of the order in the Federal Register on April 16, 1948, and the 
transmission of the order by registered mail to the Governors of the States 
of Texas, Oklahoma, Kansas, Illinois, Michigan, Ohio, Indiana, Missouri, and 
to the regulatory Commissions of the States aforementioned ; 

(c) Public hearings were held which commenced on April 20, 1948, and 
concluded on April 29, 1943; 

(d) In its opinion and order of October 2, 1942, supra, issuing the aforesaid 
certificate, the Commission found that the threatened shortage of natural gas 
in the Appalachian area would be relieved by the construction and operation of 
a proposed 16-inch pipeline (referred to in paragraphs (2) and (A) of that 
order) extending some 88,700 feet from a point on the main 22-inch line of 
Michigan Gas Transmission Corporation (then a wholly-owned subsidiary of 
applicant) to Detroit, near the Ohio-Michigan State line in Lucas County, Ohio, 
and connecting directly with the 16-inch main line of The Ohio Fuel Gas 
Company to Toledo, at or near the Village of Maumee, Ohio; 

(e) Applicant here seeks the amendment of such certificate so as to remove 
the time limitation and the modification thereof to the extent necessary to 
authorize applicant to transport, sell and deliver natural gas, through the 16- 
inch line referred to in paragraph (d), above, to The East Ohio Gas Company 
(hereinafter referred to as “East Ohio”), under their contract dated February 
4, 1948, which requires applicant to deliver on a firm basis up to 50,000 M.c.f. 
of gas daily, and permits a further delivery of such additional quantities of 
natural gas as East Ohio may request and applicant may elect to deliver from 
day to day, up to but not exceeding 50,000 M.c.f. of gas per day ; 

(f) By order entered September 21, 1943, in docket No. G-459, 3 F. P. C. 
1090, the Commission issued a certificate of public convenience and necessity 
authorizing applicant to increase its transmission capacity by approximately 
88,000 M.c.f. of natural gas per day to enable it to adequately maintain service 
to existing customers and to supply East Ohio with gas under the contract 
referred to in paragraph (e) above; 

(9g) By its opinion and order entered this day in docket No. G-458, supra, 
p. 15, 52 P. U. R. (N.S.) 191, the Commission issued a certificate of public 
convenience and necessity authorizing the operation by East Ohio of facilities 
to transport the natural gas purchased from applicant under the contract 
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dated February 4, 1943, from Maumee, Ohio, to East Ohio’s Brush Farm valve 
station in Summit County, Ohio, and thence through its existing transmission 
system to its distribution plants in Ohio; 

(h) Applicant’s delivery of gas to East Ohio is regarded by the War Pro- 
duction Board as necessary in order that additional supplies of natural gas 
may be made available in the northwestern Appalachian area consisting of 
eastern Ohio, northern Pennsylvania, and western New York States, because 
such delivery will materially safeguard the supply of gas to consumers in that 
area and is of the highest importance in the interest of the war effort and the 
maintenance of essential civilian services; and such Board has issued prefer- 
ence rating certificates for materials required to construct facilities to increase 
the capacity of applicant’s transmission line and for East Ohio to make the 
necessary construction to connect with applicant’s facilities near Maumee, 
Ohio; 

The Commission, having considered the application and the record thereon, 
finds that: 

(1) Applicant is engaged in the transportation of natural gas in interstate 
commerce and in the sale in interstate commerce of natural gas for 
resale for ultimate public consumption for domestic, commercial, industrial 
and other uses and is therefore (as heretofore found by the Commission in its 
opinion and order entered on September 23, 1942, in docket Nos. G-200 and 
G-207, 3 F. P. C. 2738, 45 P. U. R. (N.S.) 208) a “natural-gas company” within 
the purview of the Natural Gas Act; 

(2) Applicant’s proposed sale of natural gas to East Ohio embraces the 
transportation of natural gas in interstate commerce and the sale in interstate 
commerce of natural gas for resale for ultimate public consumption for do- 
mestic, commercial, industrial and other uses; and the operation of the facili- 
ties described in paragraph (d), above, to transport and sell natural gas to 
East Ohio as set forth in paragraph (e), above, is subject to the requirements 
of section 7 (c) of the Natural Gas Act, as amended; 

(3) Applicant’s recoverable gas reserves are adequate to meet the increased 
demand requirements resulting from its contract entered into with East Ohio 
on February 4, 1943; and applicant’s transmission facilities, with the capacity 
thereof increased as authorized by the certificate of public convenience and 
necessity issued in docket No. G-459, 3 F. P. C. 1090, will be reasonably ade- 
quate to serve its present demand requirements and, in addition, to render 
the proposed service to East Ohio; 

(4) Applicant is able and willing to properly do the acts and perform the 
service proposed and to conform to the provisions of the Act and the require- 
ments, rules and regulations of the Commission thereunder ; 

(5) The amendment and modification of the Commission’s order of October 
2, 1942 (supplemented by order of January 13, 1943), as hereinafter ordered, 
are required by the present and future public convenience and necessity ; 

The Commission orders that: 

(A) The certificate of public convenience and necessity heretofore issued to 
Panhandle Eastern Pipe Line Company by the Commission’s order of Octo- 
ber 2, 1942 (as supplemented by order of January 13, 1948), be and it is 
hereby modified and amended as follows: 

(i) By revising paragraph (A) of the order of October 2, 1942, to read as 
follows: , 

A certificate of public convenience and necessity be and it hereby is issued 
to Panhandle Eastern Pipe Line Company authorizing construction, installa- 
tion, and operation of the pipeline described in paragraph (2) above, and as 
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shown in the application therefor, upon the following express terms and 
conditions ; 

(ii) By eliminating subparagraph (iv) of paragraph (A) of said order; 
and 

(iii) By adding to such order a new paragraph (D) to read as follows: 

Panhandle Eastern Pipe Line Company is hereby authorized to operate the 
pipeline described in paragraph (2), above, to transport and deliver natural 
gas to The East Ohio Gas Company to the extent and in the manner provided 
under their contract dated February 4, 1943. 

(B) Nothing contained in this order shall be construed as in any manner 
changing or affecting the Commission’s opinion and order reducing rates en- 
tered September 23, 1942, in docket Nos. G-—200 and G—207, supra, or in any 
manner relieving applicant from filing new rate schedules reflecting the re- 
duction of rates in conformity therewith; nor shall anything in this order be 
construed as the Commission’s acquiescence in or approval of any rates and 
charges contained in the contract between applicant and East Ohio, dated 
February 4, 1943. 


. 


Order authorizing merger or consolidation of facilities 
Duke Power Company 

(Docket No. IT-5858) 

November 30, 1943 


Duke Power Company (hereinafter referred to as “applicant”), a corpora- 
tion having its principal business office in the Power Building, Charlotte, 
North Carolina, on October 5, 1943, filed its application for an order pursuant 
to section 203 of the Federal Power Act, authorizing it to acquire by purchase 
all the electric fixed properties and facilities of the Durham Public Service 
Company (hereinafter referred to as “Durham Company”) in the City of 
Durham, North Carolina, and vicinity and to maintain and operate said 
properties and facilities in connection with the electric facilities now owned 
and operated by applicant. Applicant also requested approval by the Com- 
mission of the accounting entries which (after certain adjustments) applicant 
proposes to record on its books for the purpose of reflecting its acquisition of 
said electric facilities. 

From the verified application, as supplemented, and the record thereon 
including applicant’s Power System Statement (FPC Form No. 64) and An- 
nual Report (FPC Form No. 1), it appears that: 

(a) The electric fixed properties and facilities of the Durham Company pro- 
posed to be purchased are located in the City of Durham and outside therof 
in the Counties of Durham, Chatham, Granville, Orange and Wake in the 
State of North Carolina. At the time of acquiring said electric properties 
and facilities, applicant also intends to acquire practically all other property 
owned by the Durham Company in the City of Durham and vicinity, including 
motor bus transportation properties and ice plant properties. The considera- 
tion to be paid by applicant for all of the fixed properties to be acquired is 
$2,952,000 cash as of November 30, 1942, plus the cost of any additions to 
property, plant and equipment account made by the Durham Company in the 
normal conduct of its business and minus any retirements and depreciation 
accrued after November 30, 1942, and prior to the date of the consummation of 
the sale. A copy of the contract under which the applicant proposes to acquire 
said fixed properties is set forth as Exhibit L to the application ; 

(ob) Out of the total purchase price, applicant proposes to allocate to the 
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electric fixed properties and facilities, $2,540,941.90, with adjustments for 
additions, retirements and accrued depreciation after November 30, 1942, as 
being the original cost of said fixed electric properties and facilities less the 
depreciation reserve recorded by the Durham Company as applicable to said 
properties ; 

(c) The performance of the contract of purchase, submitted as an exhibit 
to the application, is made subject by the terms thereof to the condition, among 
others, that this Commission will permit applicant to record in its accounts 
the net original cost of the electric fixed properties to be acquired “at figures 
satisfactory to” the applicant ; 

(d) Applicant states that upon the acquisition of facilities it intends to 
put into effect its established electric rates on file with the North Carolina 
Utilities Commission, which are lower than the electric rates of the Durham 
Company, so that a substantial annual saving will result to the electric con- 
sumers in the area now served by the Durham Company ; 

(e) Applicant states that it is a public utility under the Federal Power Act; 

(f) The North Carolina Utilities Commission by its order of September 8, 
1943, issued upon the application of the said Duke Power Company, authorized 
and approved the proposed purchase of electric property and motor bus 
transportation property. The City Council of the City of Durham has adopted 
an ordinance granting applicant franchises covering the operation of the 
electric and motor bus transportation properties upon the condition that, on 
or before June 1, 1944, it acquire the electric properties and motor bus prop- 
erties now owned and held by the Durham Company ; 

(g) Written notice of the aforesaid application has been duly given to the 
Utilities Commission of the State of North Carolina, the Board of Public 
Utility Commissioners of the State of New Jersey, the Public Service Com- 
mission of the State of South Carolina and to the Governors of each of those 
States. Notice of the application was also published in the Federal Register 
of October 9, 1943, stating that any person desiring to be heard or to make any 
protest with reference to the application should file a petition or protest on or 
before October 25, 1948. No protest, petition or request to be heard in oppo- 
sition to the granting of said application has been received. Applicant has 
waived hearing on its application by request of its General Counsel in the 
letter transmitting the application and received October 6, 1943; 

The Commission, having considered the aforesaid application, as supple- 
mented, and record, finds that: 

(1) The applicant is a corporation organized and existing under and by 
virtue of the laws of the State of New Jersey and is qualified to do business 
in the State of North Carolina and South Carolina. It is engaged principally 
in the business of generating, transmitting and distributing electric energy 
in the States of North Carolina and South Carolina. It owns and operates 
facilities, among others, for the transmission and for the sale at wholesale 
of electric energy which is transmitted from each of those States and consumed 
by persons other than the transmitter thereof at points outside the State in 
which it is generated and from which it is transmitted. Such facilities are 
facilities for the transmission and sale at wholesale of electric energy in 
interstate commerce and applicant is a public utility within the meaning of 
that term as used in section 203 of the Federal Power Act; 

(2) By the proposed purchase of electric facilities the applicant will merge 
or consolidate its facilities subject to the jurisdiction of this Commission with 
those of the Durham Company within the meaning and subject to the require- 
ments of section 208 of the Federal Power Act ; 
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(3) The electric facilities proposed to be acquired are now physically inter- 
connected with the applicant’s system. The applicant is presently supplying 
the principal portion of the Durham Company’s energy requirements. The 
proposed merger or consolidation of facilities will tend to the advancement 
of the integration of the facilities involved, improvement of service, and a 
reduction of rates, and will be consistent with the public interest ; 

(4) In the absence of an audit by this Commission of the original cost 
studies relating to the electric properties and facilities proposed to be acquired, 
it is inappropriate to make a determination of the original cost of such prop- 
erties and facilities. The Commission’s Uniform System of Accounts provides 
for the accounting procedure to be followed including the submission of pro- 
posed journal entries within six months after the date of purchase; 

Wherefore, the Commission orders that: 

(A) The proposed merger or consolidation of facilities described in the ap- 
plication, as amended, be and the same hereby is authorized and approved, 
subject to the provisions of this order ; 

(B) The authorization and approval hereinbefore granted is without preju- 
dice to the authority of this Commission or any other regulatory body with 
respect to rates, service, accounts, valuations, estimates or determinations of 
cost, or any other matter whatsoever which may come before this Commission 
or such other regulatory body, and nothing in this order shall be construed 
as an acquiescence by this Commission in any estimate or determination of 
cost or any valuation of property claimed or asserted ; 

(C) This authorization shall expire unless acted upon within sixty days 
after the date of this order ; 

(D) Applicant shall report with reference to the purchase hereof within 
ten days after the consummation thereof as required by the Commission's 
Rules of Practice and Regulations, and shall file the appropriate accounting 
entries within six months from the date of consummation of the proposed 
merger as required by the provisions of the Uniform System of Accounts. 


Determination and order for emergency use of interconnection 
The Kansas Electric Power Company 

(Docket No. IT-5864) 

December 3, 1943 


The Kansas Electric Power Company filed an application on October 29, 
1943, for a determination and order by the Commission pursuant to section 
202 of the Federal Power Act, concerning a proposed emergency interconnec- 
tion in Kansas with The Kansas Power and Light Company and others. 

From the application, and other pertinent material in the records and files 
of the Commission, it appears that: 

(a) The Kansas Electric Power Company (hereinafter designated as ap- 
plicant) is a Kansas corporation having its principal office in Lawrence, 
Kansas, and owns and operates facilities for the generation, transmission, dis- 
tribution, and sale of electric energy in Kansas; 

(b) The Kansas Power and Light Company (hereinafter designated as Kan- 
sas Power and Light) is a Kansas corporation having its principal office in 
Topeka, Kansas, and owns and operates facilities for the generation, trans- 
mission, distribution, and sale of electric energy in Kansas, and over certain 
of which facilities energy generated in Missouri is transmitted and sold at 
wholesale for consumption in Kansas; 
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(c) Kansas Gas and Electric Company (hereinafter designated as Kansas 
Gas and Electric) is a West Virginia corporation having its principal office 
in Wichita, Kansas, and owns and operates facilities for the generation, trans- 
mission, distribution, and sale of electric energy in Kansas, and over certain 
of which facilities energy generated in Kansas is transmitted and sold at 
wholesale for consumption in Missouri ; 

(d) Nebraska Power Company (hereinafter designated as Nebraska Power) 
is a Maine corporation having its principal office in Omaha, Nebraska, and 
owns and operates facilities for the generation, transmission, distribution, 
and sale of electric energy in Nebraska and Iowa, and over certain of which 
facilities energy generated in Nebraska is transmitted and sold at whole- 
sale for consumption in lowa; 

(e) Applicant, Kansas Power and Light, Kansas Gas and Blectric, and 
Nebraska Power are variously interconnected at present ; 

(f) The War Department is an agency of the United States Government 
owning and operating certain facilities for the transmission and distribution 
of electric energy from the Grand Avenue Station of Kansas City Power & 
Light Company in Kansas City, Missouri, to the Sunflower Ordnance Works 
near Eudora, Douglas County, Kansas, from which facilities the Pratt and 
Whitney Aircraft Corporation Plant near Kansas City, Missouri, is also served; 

(g) Kansas City Power & Light Company (hereinafter designated as Kan- 
sas City Power) is a Missouri corporation having its principal office in Kansas 
City, Missouri, and owns and operates facilities for the generation, transmis- 
sion, distribution, and sale of electric energy in Kansas and Missouri, and 
over certain of which facilities energy generated in Missouri and Oklahoma 
is transmitted and sold at wholesale for consumption in Kansas; 

(h) The proposed interconnection is to be between Tecumseh, Shawnee 
County, Kansas, and the Sunflower Ordnance Works, and involves the con- 
struction by applicant of approximately 32 miles of 110 kilovolt transmission 
line from Tecumseh to the Sunflower Ordnance Works. Kansas Power and 
Light is to construct and install a 154/110/13.8 kilovolt substation with a 62,500 
kilovolt ampere high tension/30,000 kilovolt ampere tertiary winding trans- 
former, and two oil circuit breakers at Tecumseh, concerning which the Com- 
mission has today entered a determination and order In the Matter of The 
Kansas Power and Light Company, docket No. IT-5865, infra, p. 441. Kansas 
Gas and Electric is to install at Tecumseh a switching station with two oil 
circuit breakers in the transmission line of Kansas Gas and Electric and Ne- 
braska Power between Midian, Butler County, Kansas, and Omaha, Nebraska. 
Facilities required within the Sunflower Ordnance Works to tie in the pro- 
posed 110 kilovolt transmission line are to be constructed by the War Depart- 
ment ; 

(i) The proposed interconnection of facilities and pooling of energy re- 
sources by applicant, Kansas Power and Light, Kansas Gas and Electric, War 
Department, Nebraska Power, and Kansas City Power are intended to prevent 
a deficiency of electric energy for supplying war plants and establishments, in- 
cluding the Sunflower Ordnance Works and the Pratt and Whitney Aircraft 
Corporation Plant, and the use of the interconnection and such pooling of 
energy resources may involve the flow of energy in interstate commerce 
through the facilities so interconnected ; 

(j) The ‘Director, Office of War Utilities, War Production Board, has ad- 
vised the Commission that: 

“. . . This construction is an integral part of a plan for the exchange of 
electric energy for war purposes among Kansas Dlectrie Power Company, Kan- 
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sas Power and Light Company, Kansas Gas and Electric Company, Nebraska 
Power Company, Kansas City Power and Light Company, Sunflower Ordnance 
Works, and other systems interconnected with those systems, 

The plan contemplates also the construction by Kansas Power and Light 
Company of a substation at Tecumseh; Kansas, the construction by Kansas 
Gas and Electric Company of a switching station in the Omaha-Midian 154 
KV transmission line, also at Tecumseh, Kansas; and the construction by 
the War Department of facilities within the Sunflower Ordnance Works to 
tie in the Kansas Electric Power Company 110 KV line with the Ordnance 
Works substation. This substation is now interconnected with Kansas City 
Power and Light Company’s Grand Avenue Station, as well as with the Pratt 
& Whitney works near Kansas City, Missouri, through the War Department’s 
115 KV line. 

The War Production Board regards it as essential that the proposed con- 
struction by Kansas Electric Power Company be initiated at once, in order 
that this plan for integrated operation of utility systems may be put into 
operation at the earliest possible moment. The plan will permit the full use 
of combined system reserves through continuous interconnection not only in 
the areas served by the systems directly interconnected but also in other sys- 
tems with which these may be in turn interconnected. This mutual assis- 
tance is to be available for use in connection with equipment failures or other 
unusual emergencies, to permit conservation of fuel, and to provide a con- 
tinuing safeguard for power supply throughout the interconnected area.” 

(k) The Commission is requested to issue an order: 

(i) Finding that any connections and construction as set out in the ap- 
plication will be occasioned by and will be necessary and appropriate to 
meet an emergency requiring immediate action under section 202 of the Act; 

(ii) Exempting applicant from any or all jurisdiction of the Commission by 
reason of the proposed interconnection, and the construction, operation and 
use thereof ; ; 

(iii) Making certain provision as to the duration and termination of such 
order ; 

The Commission, upon consideration of the foregoing, finds that: 

(1) Applicant owns and operates facilities which may not be facilities for the 
transmission and sale at wholesale of electric energy in interstate commerce, 
and may not be a public utility within the meaning of section 201 of the Act; 

(2) Kansas Power and Light owns and operates facilities which may be 
facilities for the transmission and sale at wholesale of electric energy in inter- 
state commerce, and may be a public utility within the meaning of section 201 
of the Act; 

(3) Kansas Gas and Electric owns and operates facilities which are facilities 
for the transmission and sale at wholesale of electric energy in interstate com- 
merce, and is a public utility within the meaning of section 201 of the Act, as 
determined and found December 31, 1936, by the Commission Jn the Matter of 
Kansas Gas and Electric Company, docket No. IT-5023, and affirmed November 
1, 1938, 1 F. P. C. 536, 26 P. U. R. (N.S.) 259; 

(4) Nebraska Power owns and operates facilities which are facilities for the 
transmission and sale at wholesale of electric energy in interstate commerce, 
and is a public utility within the meaning of section 201 of the Act, as estab- 
lished by the record before the Commission Jn the Matter of Citizens Power 
& Light Company and Nebraska Power Company, docket No. IT-5464, as stated 
in the Commission order of April 27, 1987, therein, 1 F. P. C. 687; 

(5) War Department is an agency of the United States within the meaning 
of section 201 of the Act; 
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(6) Kansas City Power owns and operates facilities which may be facilities 
for the transmission and sale at wholesale of’electric energy in interstate com- 
merce, and may be a public utility within the meaning of section 201 of the Act ; 

(7) The unusual requirements occasioned by the present state of war are 
causing increased demands for electric energy, limitations on the supply and 
transportation of fuel for electric generating plants, restrictions on the construc- 
tion and installation of additional electric generating and transmission facili- 
ties, and emergencies in the maintenance of adequate supplies of electric energy 
essential to the war effort, necessitating the interconnected use of electric facili- 
ties, particularly in the areas served by applicant, Kansas Power and Light, 
Kansas Gas and Electric, Nebraska Power, War Department, Kansas City 
Power, and interconnected systems; 

(8) The use of the aforesaid interconnection during the present war emer- 
gency but not beyond ninety days after the cessation of hostilities, as herein- 
after provided, is desirable in the public interest to aid in the war effort and 
should not affect the status of applicant under the Act; 

(9) The provisions hereinafter specified make it unnecessary to pass upon 
other aspects of the application ; 

Wherefore, the Commission determines and orders that: 

(A) The use of the aforesaid interconnection during the present war emer- 
gency but not beyond ninety days after the cessation of hostilities, shall not 
affect the status of applicant under the Federal Power Act ; 

(B) This determination and order is expressly limited to the use of the 
interconnection as provided herein, and any and all exemptions granted hereby 
are expressly limited by the conditions that: 

(i) Under no circumstance shall it be assumed or contended by or on behalf 


of applicant that anything done pursuant hereto affects, or shall in any way 
affect, the determination of the status of applicant under the Act by reason of 
its operations other than the use of the interconnection pursuant hereto; 

(ii) Such exemption shall terminate and cease to have force or effect from 
and after ninety days following the cessation of present war hostilities, unless 


the Commission shall hereafter extend such exemption by further determination 
and order; 


(C) Applicant shall promptly file with the Commission two copies of any 
interchange agreements or contracts involving such interconnection, and shall 
report to the Commission quarterly hereafter the amounts of electric energy 
received and transmitted in each direction through such interconnection during 
each of the three preceding calendar months, as well as such other information 
as the Commission may from time to time require; 

(D) The Commission may hereafter, upon its own motion or upon complaint, 
make such investigations as it may deem necessary to ascertain whether such 
interconnection is being used within the limitations of this determination and 
order, and if the Commission finds otherwise, may modify or terminate any or 
all provisions of this determination and order. 


Determination and order for emergency use of interconnection 
The Kansas Power and Light Company 
(Docket No. IT-5865 
December 3, 1943 


The Kansas Power and Light Company filed an application on October 29, 
1943, for a determination and order by the Commission pursuant to section 202 
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of the Federal Power Act, concerning a proposed emergency interconnection in 
Kansas with The Kansas Electric Power Company and others; 

From the application, and other pertinent material in the records and files 
of the Commission, it appears that: 

(a) The Kansas Power and Light Company (hereinafter designated as ap- 
plicant) is a Kansas corporation having its principal office in Topeka, Kansas, 
and owns and operates facilities for the generation, transmission, distribution, 
and sale of electric energy in Kansas, and over certain of which facilities 
energy generated in Missouri is transmitted and sold at wholesale for consump- 
tion in Kansas; 

(0) The Kansas Electric Power Company (hereinafter designated as Kausas 
Electric) is a Kansas corporation having its principal office in Lawrence, 
Kansas, and owns and operates facilities for the generation, transmission, dis- 
tribution, and sale of electric energy in Kansas; 

(c) Kansas Gas and Electric Company (hereinafter designated as Kansas 
Gas and Electric) is a West Virginia corporation having its principal office in 
Wichita, Kansas, and owns and operates facilities for the generation, transmis- 
sion, distribution, and sale of electric energy in Kansas, and over certain of 
which facilities energy generated in Kansas is transmitted and sold at whole- 
sale for consumption in Missouri; 

(d) Nebraska Power Company (hereinafter designated as Nebraska Power) 
is a Maine corporation having its principal office in Omaha, Nebraska, and owns 
operates facilities for the generation, transmission, distribution, and sale of 
electric energy in Nebraska and Iowa, and over certain of which facilities 
energy generated in Nebraska is transmitted and sold at wholesale for con- 
sumption in Iowa; 

(e) Applicant, Kansas Electric, Kansas Gas and Electric, and Nebraska 
Power are variously interconnected at present ; 

(f) The War Department is an agency of the United States Government 
owning and operating certain facilities for the transmission and distribution of 
electric energy from the Grand Avenue Station of Kansas City Power & Light 
Company in Kansas City, Missouri, to the Sunflower Ordnance Works near 
Eudora, Douglas County, Kansas, from which facilities the Pratt and Whitney 
Aircraft Corporation Plant near Kansas City, Missouri, is also.served; 

(9g) Kansas City Power & Light Company (hereinafter designated as Kansas 
City Power) is a Missouri corporation having its principal office in Kansas 
City, Missouri, and owns and operates facilities for the generation, transmission, 
distribution, and sale of electric energy in Kansas and Missouri, and over 
certain of which facilities energy generated in Missouri and Oklahoma is trans- 
mitted and sold at wholesale for consumption in Kansas; 

(h) The proposed interconnection is to be between Tecumseh, Shawnee 
County, Kansas, and the Sunflower Ordnance Works, and involves the con- 
struction and installation by applicant of a 154/110/13.8 kilovolt substation 
with a 62,500 kilovolt ampere high tension/30,000 kilovolt ampere tertiary wind- 
ing transformer, and two oil circuit breakers at Tecumseh. Kansas Electric 
is to construct approximately 32 miles of 110 kilovolt transmission line from 
Tecumseh to the Sunflower Ordnance Works, concerning which the Commission 
has today entered a determination and order Jn the Matter of The Kansas 
Electric Power Company, docket No. IT-5864, supra, p. 438. Kansas Gas and 
Electric is to install at Tecumseh a switching station with two oil circuit 
breakers in the transmission line of Kansas Gas and Electric and Nebraska 
Power between Midian, Butler County, Kansas, and Omaha, Nebraska. Facilities 
required within the Sunflower Ordnance Works to tie in the proposed 110 kilo- 
volt transmission line are to be constructed by the War Department’; 
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(i) The proposed interconnection of facilities and pooling of energy re- 
sources by applicant, Kansas Electric, Kansas Gas and Electric, War Depart- 
ment, Nebraska Power, and Kansas City Power is intended to prevent a defi- 
ciency of electric energy for supplying war plants and establishments, including 
the Sunflower Ordnance Works and the Pratt and Whitney Aircraft Corpora- 
tion Plant, and the use of the interconnection and such pooling of energy re- 
sources may involve the flow of energy in interstate commerce through the 
facilities so interconnected ; 

(j) The Director, Office of War Utilities, War Production Board, has ad- 
vised the Commission that: 

“This interconnection is an integral part of a plan for the exchange of electric 
energy for -war purposes which contemplates also the construction by Kansas 
Electric Power Company of a 110 KV transmission line from Tecumseh, Kansas, 
to the Sunflower Ordnance Works, by the Kansas Gas and Electric Company 
of a switching station in the Omaha-Midian 154 KV transmission line, also at 
Tecumseh, Kansas; and the construction by the War Department of facilities 
within the Sunflower Ordnance Works to tie in the Kansas Electric Power 
Company 110 KV line with the Ordnance Works substation. This substation is 
now interconnected with Kansas City Power and Light Company’s Grand 
Avenue Station; as well as with the Pratt & Whitney works near Kansas City, 
Missouri, through the War Department’s 115 KV line. 

The War Production Board regards it as essential that the proposed con- 
struction by Kansas Power and Light Company be initiated at once, in order 
that this plan for integrated operation of utility systems may be put into op- 
eration at the earliest possible moment. The plan will permit the full use of 
combined system reserves through continuous interconnection not only in the 
areas served by the systems directly interconnected but also in other systems 
with which these may be in turn interconnected. This mutual assistance is to 
be available for use in connection with equipment failures or other unusual 
emergencies, to permit conservation of fuel, and to provide a continuing safe- 
guard for power supply throughout the interconnected area.” 

(k) The Commission is requested to issue an order: 

(i) Finding that any connections and construction as set out in the appli- 
cation will be occasioned by and will be necessary and appropriate to meet 
an emergency requiring immediate action under section 202 of the Act; 

(ii) Exempting applicant from any or all jurisdiction of the Commission by 
reason of the proposed interconnection, and the construction, operation, and 
use thereof; 

(iii) Making certain provisions as to the duration and termination of such 
order ; 

The Commission, upon consideration of the foregoing, finds that: 

(1) Applicant owns and operates facilities which may be facilities for the 
transmission and sale at wholesale of electric energy in interstate commerce, 
and may be a public utility within the meaning of section 201 of the Act; 

(2) Kansas Electric owns and operates facilities which may not be facilities 
for the transmission and sale at wholesale of electric energy in interstate com- 
merce, and may not be a public utility within the meaning of section 201 of 
the Act; 

(3) Kansas Gas and Electric owns and operates facilities which are facilities 
for the transmission and sale at wholesale of electric energy in interstate com- 
merce, and is a public utility within the meaning of section 201 of the Act, as 
determined and found December 31, 1936, by the Commission Jn the Matter of 
Kansas Gas and Electric Company, docket No, IT-5023, and affirmed November 
1, 1938, 1 F. P. C. 536; 
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(4) Nebraska Power owns and operates facilities which are facilities for 
the transmission and sale at wholesale of electric energy in interstate com- 
merce, and is a publie utility within the meaning of section 201 of the Act, as 
established by the record before the Commission Jn the Matter of Citizens 
Power & Light Company and Nebraska Power Company, docket No. IT-5464, 
as stated in the Commission order of April 27, 1987, therein, 1 F.P. C. 687; 

(5) War Department is an agency of the United States within the meaning of 
section 201 of the Act; 

(6) Kansas City Power owns and operates facilities which may be facilities 
for the transmission and sale at wholesale of electric energy in interstate com- 
merece, and may be a public utility within the meaning of section 201 of the 
Act; 

(7) The unusual requirements occasioned by the present state of war are 
causing increased demands for electric energy, limitations on the supply and 
transportation of fuel for electric generating plants, restrictions on the con- 
struction and installation of additional electric generating and transmis- 
sion facilities, and emergencies in the maintenance of adequate supplies of 
electric energy essential to the war effort, necessitating the interconnected use 
of electric facilities, particularly in the areas served by applicant, Kansas 
Hlectric, Kansas Gas and Electric, Nebraska Power, War Department, Kansas 
City Power, and interconnected systems ; 

(8) The use of the aforesaid interconnection during the present war emer- 
gency but not beyond ninety days after the cessation of hostilities, as herein- 
after provided, is desirable in the public interest to aid in the war effort and 
should not affect the status of applicant under the Act; 

(9) The provisions hereinafter specified make it unnecessary to pass upon 
other aspects of the application ; 

Wherefore, the Commission determines and orders that: 

(A) The use of the aforesaid interconnection during the present war emer- 
gency but not beyond ninety days after the cessation of hostilities, shall not 
affect the status of applicant under the Federal Power Act; 

(B) This determination and order is expressly limited to the use of the 
interconnection as provided herein, and any and all exemptions granted hereby 
are expressly limited by the conditions that: 

(i) Under no circumstance shall it be assumed or contended by or on behalf 
of applicant that anything done pursuant hereto affects, or shall in any way 
affect, the determination of the status of applicant under the Act by reason 
of its operations other than the use of the interconnection pursuant hereto; 

(ii) Such exemption shall terminate and cease to have force or effect from 
and after ninety days following the cessation of present war hostilities, unless 
the Commission shall hereafter extend such exemption by further determination 
and order; 

(C) Applicant shall promptly file with the Commission two copies of any 
interchange agreements or contracts involving such interconnection, and shall 
report to the Commission quarterly hereafter the amounts of electric energy 
received and transmitted in each direction through such interconnection during 
each of the three preceding calendar months, as well as such other information 
as the Commission may from time to time require; 

(D) The Commission may hereafter, upon its own motion or upon complaint, 
make such investigations as it may deem necessary to ascertain whether such 
interconnection is being used within the limitations of this determination and 
order, and if the Commission finds otherwise, may modify or terminate any or 
all provisions of this determination and order. 
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Order issuing certificate of public eonvenience and necessity 
Warfield Natural Gas Company 
(Docket No. G-342) 
December 7, 1943 


Upon consideration of the application filed on May 7, 1942, by Warfield 
Natural Gas Company (a Kentucky corporation authorized to do business in 
the State of West Virginia and having its principal place of business at Charles- 
ton, West Virginia), hereinafter called “applicant,” and an amendment thereto 
filed on March 26, 1943, pursuant to section 7 (c) of the Natural Gas Act, as 
amended, for a certificate of public convenience and necessity authorizing the 
continuation of operations by the company, subject to the Commission’s juris- 
diction, in which the company, on February 7, 1942, and subsequent thereto, 
has been bona fide engaged ; and 

It appearing to the Commission that: 

(a) Applicant owns and operates, among other facilities, a network of trans- 
mission pipe lines in eastern Kentucky, which commences in Knott and Pike 
Counties, extends in a general northerly direction through Floyd, Martin, 
Johnson, Lawrence, Boyd and Greenup Counties, and terminates at several 
points on the Kentucky-West Virginia and Kentucky-Ohio State boundaries. 
Among other operations, applicant produces and purchases natural gas in 
Kentucky, transports gas so produced and purchased to said several points on 
the Kentucky-West Virginia and Kentucky-Ohio State boundaries, by means of 
its transmission pipe lines, and at such points delivers and sells the gas to 
United Fuel Gas Company (an associated company) for resale for ultimate con- 
sumption for domestic, commercial, industrial and other uses in West Virginia, 
Ohio, Pennsylvania, New York and Maryland. On behalf of United Fuel Gas 
Company, applicant transports gas from points in Kentucky to said State lines, 
which gas is sold and consumed in other States. Applicant also transports, on 
behalf of United Fuel Gas Company, from several points on the West Virginia- 
Kentucky State boundary to various points in Kentucky, gas which is produced 
outside such State. Applicant also sells to Atlantic Seaboard Corporation (an 
associated company) for resale for ultimate public consumption for domestic, 
commercial, industrial and other uses in West Virginia, Maryland, Pennsylvania, 
and the District of Columbia, natural gas which is produced, transported and 
delivered to said corporation in Pike County, Kentucky. In the above-described 
operations, the flow of natural gas from Kentucky to the points of distribution 
in other States, and from other States to the points of distribution in Ken- 
tucky, is continuous and uninterrupted, and such operations constitute an 
established course of business ; 

(b) Appropriate notice of the application has been duly given to appropriate 
State authorities and other parties, and published in Volume 7, Federal Register, 
pages 40Q3—4011; and no protest thereto has been received ; 

The Commission finds that: 

(1) Applicant is engaged in the transportation of natural gas in interstate 
commerce and in the sale in interstate commerce of natural gas for resale for 
ultimate public consumption for domestic, commerical, industrial and other 
uses, and is a “natural-gas company” within the meaning of the Natural Gas 
Act; 

(2) On February 7, 1942, applicant was bona fide engaged in the transporta- 
tion and sale of natural gas for resale, subject to the jurisdiction of this Com- 
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mission, over the routes described in its application, as amended, and exhibits 
attached thereto, and has so operated since that time; 

(3) The application was duly made to the Commission within ninety days 
after February 7, 1942 (the effective date of section 7 (c) amended), and com- 
plies with the Commission's regulations as to form and content ; 

The Commission, therefore, orders that: 

(A) A certificate of public convenience and necessity be and it hereby. is 
issued to Warfield Natural Gas Company authorizing its continued operation 
of its facilities, which were in bona fide operation on February 7, 1942, and have 
been so operated since then, as described in its application, as amended, for 
the transportation and sale of natural gas, subject to the jurisdiction of this 
Commission ; 

(B) This certificate shall not be transferable, and its issuance is without 
prejudice to the authority of this Commission, or any other regulatory body, 
with respect to rates, service, accounts, valuation, estimate or determination of 
cost, or any other matter whatsoever which may come before this Commission, 
or such other regulatory body, and nothing herein shall be construed as an 
acquiescence by this Commission in any estimate or determination of cost, or 
any valuation of property claimed or asserted ; 

(C) Nothing herein is to be construed as affecting in any manner the deter- 
mination of applicant’s service area under section 7 (f) of the Natural Gas 
Act; 

(D) This certificate shall be effective as long as applicant continues the 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act and any pertinent rules, regulations or orders heretofore or hereafter 
issued by the Commission ; 

(E) Appropriate evidence of the issuance of this certificate shall be furnished 
to applicant, 


Order dismissing application for a certificate of public convenience 
and necessity 


The Walnut Valley Pipeline Company 
(Docket No. G-318) 
December 7, 1943 


Upon consideration of the application filed by The Walnut Valley Pipeline 
Yompany (hereinafter referred to as “applicant”) on May 4, 1942, as supple- 
mented June 18, 1942, pursuant to section 7 (c) of the Natural Gas Act, as 
amended, for a certificate of public convenience and necessity authorizing the 
continuation of the operations subject to the jurisdiction of the Commission in 
which the applicant on February 7, 1942, and subsequent thereto, has been 
bona fide engaged, or, in the alternative, for a finding that it is not a “natural- 
gas company” within the purview of the Act; 

It appearing to the Commission that: 

(a) Applicant is engaged solely in the distribution of natural gas to approxi 
mately 100 rural domestic consumers and to three small industrial consumers 
by means of its facilities consisting of approximately 1034 miles of 2-inch dis- 
tribution mains located north of Arkansas City and wholly within Cowley 
County, Kansas; 

(b) Applicant neither transports nor sells natural gas for resale in inter- 
state commerce; 

Upon the facts presented in the application, as supplemented, the Commission 
finds that: 
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Applicant is not a “natural-gas company” as defined in the Natural Gas Act, 
as amended ; 7 

Wherefore, the Commission orders that : 

The application filed herein, as supplemented, for a certificate of public 
convenience and necessity be and it is hereby dismissed. 


Order approving disposition of amounts classified in Account 100.5, 
electric plant acquisition adjustments, and Account 107, 
electric plant adjustments and rescinding order dated January 31, 1942 


Atlantic City Electric Company 
(Docket No. IT-5758) 
December 7, 1943 


It appearing to the Commission that : 

(a) On January 29, 1941, Atlantie City Electric Company, Atlantic City, 
New Jersey (hereinafter sometimes referred to as “Atlantic City’) filed pre- 
liminary reclassification and original cost studies of electric plant pursuant 
to electric plant accounts instruction 2-D of the Commission’s Uniform System 
of Accounts Prescribed for Public Utilities and Licensees and the Commission's 
order of May 11, 1937, pertaining thereto; 

(b) Atlantie City, classified in the preliminary studies $2,216,022.05 in Ac- 
count 100.5, electric plant acquisition adjustments, and $979,300 in Account 107, 
electric plant adjustments ; 

(c) Upon application of Atlantic City on January 31, 1942, the Commission 
entered an order in docket No. IT-5758 approving the disposition of $979,300 as 
preliminarily classified in Account 107 by a charge to Account 271, earned sur- 
plus, upon the condition that such approval should not be construed as a deter- 
mination with respect to the correctness of the amounts properly includible in 
Account 107 or that such amount represents all of the amounts to be disposed 
of and without prejudice to any further action which might be required follow- 
ing the completion of the company’s reclassification and original cost studies; 

(d) On October 31, 1942, Atlantic City filed complete reclassification and 
original cost studies of its electric plant which were the subject of a field ex- 
amination ; 

(e) Thereafter conferences were held between representatives of Atlantic 
City and the staff of the Commission with respect to adjustments proposed by 
the staff and possible plaus for disposition of the adjustments ; 

(f) As a result of these conferences, Atlantic City prepared further revisions 
of its reclassification and original cost studies which were filed with the Com- 
mission on December 1, 1943, classifying $711,097.30 in Account 100.5 and 
$3,628,060.25 in Account 107, which latter amount includes the amount of 
$979,300 previously ordered disposed of on January 31, 1942; 

(g) Atlantic City proposes to dispose of the $711,097.30 classified in Account 
100.5 as follows: . 


To Account 271, earned surplus, representing excess of purchase 

cost over original cost of acquired operating units or systems___ $756,243.15 
To Account 250, reserve for depreciation of electric plant, repre- 

senting excess of original cost over purchase cost of a transmis- 

sion line, which excess is considered to be in the nature of ac- 

crued depreciation at date of acquisition__ (45,145.85) 


711,097.30 
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(h) Atlantic City requests that the Commission’s order entered in docket No. 
IT-5758 on January 31, 1942, relating to the disposition of the amount then 
classified in Account 107 be rescinded and proposes that the total amount of 
$3,628,060.25 now classified in the revised studies as properly includible in 
Account 107 be disposed of as follows: 


To Account 144, retirement work in progress, representing original 

cost of property physically retired at date of physical inventory 

but not yet recorded in plant account ($223,481.58) less correc- 

tions of retirements during the period of the studies which were 

recorded at estimated prices ($29,694.66) 

To Account 250, reserve for depreciation of electric plant, repre- 

senting portion of adjustment pertaining to Pleasantville and 

Shore Electric Company acquisition credited originally to de- 

preciation reserve 3,245.37 
To Account 258, reserve for possible plant adjustments, represent- 

ing portion of adjustments arising from affiliated company ac- 

quisitions totaling $2,576,064.73____________________-___--_____. 2,500,000.00 
To Account 271, earned surplus, representing remainder of total 

adjustments arising from affiliated company acquisition ($76,- 

064.73) intercompany profit on engineering fees of American Gas 

& Electric Company ($846,460.98) and fees paid to State of New 

Jersey in connection with increase in number of shares of capital 

stock ($8,502.25) 931,027.96 
3,628,060.25 

The Commission finds that: 

(1) Under the circumstances here presented, the disposition as proposed by 
Atlantic City of the amounts established in Account 100.5, electric plant acqui- 
sition adjustments, and in Account 107, electric plant adjustments, is reasonable 
and appropriate for the purposes of the Act; 


(2) The Commission’s order of January 31, 1942, above referred to should 
be rescinded ; 


The Commission orders that: 

(A) Atlantic City dispose of $711,097.30 classified in Account 100.5 as de- 
scribed in paragraph (g) hereof and dispose of $3,628,060.25 classified in Ac- 
count 107 as described in paragraph (h) hereof, and the Commission’s order 
of January 31, 1942, in docket No. IT-5758, be and it hereby is rescinded ac- 
cordingly ; 

(B) Atlantic City submit within 30 days a certified copy of the entries giving 


effect to the disposition of the amounts in Accounts 100.5 and 107 herein ap- 
proved and directed. 


Order to show cause 
Pennsylvania Power & Light Company 
(Docket No. IT-5873) 
December 17, 1948 


It appearing to the Commission that: 

(a) Under the provision’s of electric plant accounts instruction 2—D of the 
Commission’s Uniform System of Accounts Prescribed for Public Utilities and 
Licensees, effective January 1, 1937, and the Commission’s order of May 11, 
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1937, electric utilities subject to the jurisdiction of the Commission were re- 
quired to complete and file with the Commission reclassification and original 
cost studies of electric plant not later than two years after the effective date 
of the system of accounts, i. e., January 1, 1939; 

(b) Pennsylvania Power & Light Company, Allentown, Pennsylvania, (here- 
inafter sometimes called “Pennsylvania Power”) owns and operates facilities 
for the transmission and sale at wholesale of electric energy in interstate com- 
merce and by reason of such ownership and operation is a “public ufility” 
under the Federal Power Act, subject to the aforesaid requirement of the 
Commission’s system of accounts ; 

(c) Pennsylvania Power since its incorporation in 1920 has been and now is 
a subsidiary and under the control of National Power and Light Company, and 
National Power and Light Company in turn has been and now is controlled by 
Electric Bond and Share Company ; 

(ad) Pennsylvania Power after receiving several extensions of time in which 
to complete and file the required reclassification and original cost studies, on 
December 30, 1940, filed its studies which upon a preliminary review were 
found deficient and after notification thereof Pennsylvania Power failed to 
submit satisfactory additional information ; 

(e) On October 13, 1941, the staff of the Commission began an examination 
at the offices of the company in Allentown, Pennsylvania, of its studies filed 
on December 30, 1940; 

(f) During the field examination it was found that the studies filed by 
Pennsylvania Power were not in compliance with the provisions of the Com- 
mission’s Uniform System of Accounts and its order of May 11, 1987; 

(g) By reason of the failure of Pennsylvania Power to file adequate and 
proper studies, the field examination was confined to property acquisitions and 
to special items in the plant accounts, and the staff submitted a report to the 
Commission as the result of the field examination entitled “Pennsylvania 
Power & Light Company, Allentown, Pennsylvania, Report on the Reclassifica- 
tion and Original Cost Studies of Electric Plant as of January 1, 1937,” which 
report is to be served herewith upon Pennsylvania Power and is made a part 
hereof by reference; 

(kh) The staff has established an amount of $15,668,403.46 as properly in- 
cludible in Account 100.5, electric plant acquisition adjustments, representing 
the excess of purchase price over original cost of properties acquired by Penn- 
sylvania Power at the time of its organization in 1920 and the subsequent ac- 
quisitions as identified in the staff report on page 25; 

(i) The staff has established an amount of $50,858,491.05 as properly includ- 
ible in Account 107, electric plant adjustments, including the following amounts 
identified in the staff report on page 25: 

(1) $4,833,224.99 representing an excess amount recorded on the books of 
Pennsylvania Power of properties and securities acquired at organization June 
4, 1920, over cost thereof to the Electric Bond and Share system ; 

(2) $2,238,218.01 representing an excess amount recorded on the books of 
Pennsylvania Power of properties and net assets acquired July 1, 1923, over cost 
thereof to Electric Bond and Share system ; 

(3) $27,585,877.30 representing an excess amount recorded in the accounts 
of Pennsylvania Power in connection with the acquisition in April 1928, of 
capital stock and other assets of certain Pennsylvania Companies, sometimes 
known as the Harrisburg Group, over the cost thereof to Electric Bond and 
Share system ; 

(4) $11,001,436.64 representing an excess amount recorded in the accounts 
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of Pennsylvania Power for the capital stocks of certain Pennsylvania Com- 
panies acquired November 1, 1930, sometimes known as the Lancaster Group, 
over the cost thereof to Electric Bond and Share system; 

(5) $918,423.06 representing an excess amount (net) recorded in the accounts 
of Pennsylvania Power for capital stocks and certain assets applicable to ac- 
quisitions acquired at various times, over the cost thereof to the Electric Bond 
and Share system; 

(6) $2,150,153.62 representing improper charges to Account 301, organization, 
of which $1,934,932.74 is applicable to Account 151, capital stock expense, and 
$215,220.88 to costs of inventories and appraisals of properties made for regu- 
latory purposes ; 

(7) $564,744.01 representing an excess amount recorded over the actual legiti- 
mate original cost of Wallenpaupack Hydro-electric Project’ ; 

(8) $1,566,413.42 representing profit on fees paid to associated interests and 
included by Pennsylvania Power in its electric plant accounts ; 

(j) The amounts established by the staff in Accounts 100.5 and 107 referred 
to in the foregoing paragraphs (h) and (i) are indicated by the staff report 
to be the minimum amounts includible in such accounts, as it appears that ad- 
ditional amounts may be established therein resulting from further studies 
which the staff recommends should be made by Pennsylvania Power ; 

(k) The staff transferred $144,411,286.82 to Account 100.6, electric plant. in 
process of reclassification, and proposes that Pennsylvania Power be required 
to make further studies in accordance with the requirements of the Commis- 
sion’s Uniform System of Accounts and its order of May 11, 1987, with respect 
thereto, as more fully set forth in the staff report on pages 23 to 25, inclusive; 

(tl) Pennsylvania Power failed to submit an acceptable plan for the disposi- 
tion of amounts in Account 100.5, electric plant acquisition adjustments, shown 
by Pennsylvania Power in its studies to aggregate $16,425,452 and in which ac- 
count the staff has established $15,668,403.46 ; 

(m) Pennsylvania Power has failed to submit a plan for the disposition of 
amounts in Account 107, electric plant adjustments, shown by Pennsylvania 
Power in its studies to aggregate $1,918,686.79 (credit) and in which account 
the staff has established the amount of $50,858,491.05 (debit) ; 

(n) The staff in its report (page 156) recommends that Pennsylvania Power 
submit revised plans for the disposition of $15,668,403.46 established in Account 
100.5, electric plant acquisition adjustments ; 

(o) The staff in its report (page 155) proposes that Pennsylvania Power 
dispose of amounts totaling $16,806,958.17 in Account 107, electric plant ad- 
justments, to other designated accounts and submit plans for the immediate 
disposition of the remaining amount of $34,051,532.88 established by the staff 
in Account 107, electric plant adjustments ; 

The Commission orders that: 

(A) The Secretary serve upon Pennsylvania Power a copy of the report re- 
ferred to in paragraph (g) hereof concurrently with the service upon Penn- 
sylvania Power of this order; 

(B) Pennsylvania Power show cause in writing under oath if any there be 





1 By its opinion and order of April 14, 1942, In the Matter of Pennsylvania Power ¢ 
Light Company, Licensee, 3 F.P.C. 89, 44 P.U.R. (N.S.) 344, and its opinion and order of 
September 29, 1942, 3 F.P.C. 297, the Commission disallowed this amount of $569,569.73 
(which included the, above amount of $564,744.01 and certain amounts applicable to 
other electric plant accounts) as not being part of the actual legitimate original cost of 
the Wallenpaupack Project and prescribed the accounting disposition to be made of this 
amount. The Commission’s orders were affirmed in Pennsylvania Power ¢€ Light Com- 
pany Vv. Federal Power Commission (C. C. A. 3), 139 F. 2d 445, cert. den, 321 U. S. 798. 
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within 60 days from the date of service of this order why the Commission should 
not by order determine and direct that: 

(i) Adjusting entries be made by Pennsylvania Power establishing $15,668,- 
403.46 in Account 100.5, electric plant acquisition adjustments; $50,858- 
491.05 in Account 107, electric plant adjustments; $144,411,286.82 in Account 
100.6, electric plant in process of reclassification; and such other adjusting 
entries as are required in the staff report as more fully set forth therein ; 

(ii) Pennsylvania Power dispose of $16,806,958.17 established in Account 107, 
electric plant adjustments, as described on pages 154, 155 and 156 of the staff 
report ; 

(iii) Pennsylvania Power submit plans for the disposition of the balance of 
$34,051,532.88 established in Account 107, electric plant adjustments; and $15,- 
668,403.46 established in Account 100.5, electric plant acquisition adjustments; 

(iv) Pennsylvania Power prepare and submit to this Commission revised 
reclassification and original cost studies respecting the $144,411,286.82 estab- 
lished in Account 100.6, electric plant in process of reclassification, in con- 
formity with the requirements of the Commission’s Uniform System of Accounts 
and its order of May 11, 1937; 

(C) The Pennsylvania Power’s response to this order shall be in the form 
of an offer of proof and shall set forth with particularity the facts upon 
which it relies. 


Order issuing certificate of public convenience and necessity 
Louisville Gas and Electric Company 
(Docket No. G-351) 
December 21, 1943 


Louisville Gas and Electric Company, a Kentucky corporation, having its 
principal place of business at Louisville, Kentucky, filed its application on May 
8, 1942, for a certificate of public convenience and necessity pursuant to section 
7 (¢c) of the Natural Gas Act, as amended, authorizing the continuation of the 
operations, subject to the Commission’s jurisdiction, in which it has been bona 
fide engaged on February 7, 1942, and subsequent thereto. 

It appears to the Commission that: 

(a) Louisville Gas and Electric Company (hereinafter referred to as “appli- 
cant”) owns and operates, among other facilities, an integrated natural-gas 
pipeline system in Kentucky, and engages in the production, purchase, trans- 
portation, and sale of natural gas in that State. Among other operations, appli- 
cant purchases natural gas in Kentucky which it transports through its trans- 
mission mains to points at or near the Kentucky-Indiana State line where it 
delivers and sells such gas for resale to Public Service Company of Indiana 
and the Kentucky Pipe Line Company for ultimate public consumption in Indi- 
ana. Applicant also transports and sells for resale for ultimate public consump- 
tion in Kentucky, natural gas originating outside that State. which it purchases 
from the United Fuel Gas Company and the Kentucky Pipe Line Company. In 
the above-described operations, the flow of natural gas from Kentucky to the 
points of distribution in Indiana, and from outside Kentucky to the points of 
distribution in Kentucky, is continuous and uninterrupted, and such operations 
constitute an established course of business ; 

(b) Appropriate notice of the application has been duly given and published 
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in Volume 7, Federal Register, page 4007, and no protest has been filed thereto ; 

The Commission finds that: 

(1) Applicant is engaged in the transportation of natural gas in interstate 
commerce and in the sale in interstate commerce of natural gas for resale for 
ultimate public consumption for domestic, commercial, industrial and other 
uses, and is a “natural-gas company” within the meaning of the Natural Gas 
Act; 

(2) On February 7, 1942, applicant was bona fide engaged in transportation 
and sale of natural gas for resale, subject to the jurisdiction of this Commis- 
sion, over routes described in its application and exhibits attached thereto, 
and has so operated since that time; 

(3) The application was duly made to the Commission within ninety days 
after February 7, 1942 (the effective date of section 7 (c) amended), and com- 
plies with the Commission’s regulations as to form and content ; 

The Commission, therefore, orders that: 

(A) A certificate of public convenience and necessity be and it hereby is 
issued to Louisville Gas and Electric Company authorizing its continued opera- 
tion of its facilities, which were in bona fide operation on February 7, 1942, and 
have been so operated since then, as described in its application, for the trans- 
portation and sale of natural gas, subject to the jurisdiction of this Commis- 
sion; 

(B) This certificate shall not be transferable, and its issuance is without 
prejudice to the authority of this Commission, or any other regulatory body, 
with respect to rates, service, accounts, valuation, estimate or determination 
of cost, or any other matter whatsoever now pending or which may come before 
this Commission, or such other regulatory body, and nothing herein shall be con- 
strued as an acquiescence by this Commission in any estimate or determination 
of cost, or any valuation of property claimed or asserted ; 

(C) Nothing herein is to be construed as affecting in any manner the deter- 
mination of applicant’s service area under section 7 (f) of the Natural Gas Act; 

(D) This certificate shall be effective as long as applicant continues the 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act, as amended, and any pertinent rules, regulations or orders heretofore 
or hereafter issued by the Commission ; 

(E) Appropriate evidence of the issuance of this certificate shall be furnished 
to applicant. 


Order dismissing application for certificate of public convenience 
and necessity 


Consumers Gas Utility Company 
(Docket No. G-343) 
December 21, 1943 


Consumers Gas Utility Company, a West Virginia corporation having its 
principal place of business at Pennsboro, West Virginia, hereinafter referred to 
as “applicant,” on May 8, 1942, applied for an order pursuant to section 7 (c) 
of the Natural Gas Act, as amended, for a certificate of public convenience and 
necessity authorizing the continuation of the operations, subject to the Com- 
mission’s jurisdiction, in which the company on February 7, 1942, and subse- 
quent thereto, has been bona fide engaged. 

From the verified application; amendments and supplements thereto filed on 
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March 3, 1943, June 4, 1943, and August 5, 1943; the Financial and Statistical 
Report (F PC Form No. 133) of applicant for each of the years 1939 and 1940; 
the Annual Report (FPC Form No. 133-M) of applicant for the year 1941; and 
applicant’s rate schedules FPC No. 1 and FPC No. 3, it appears that: 

(a) Appropriate notice of the application has been duly given, and published 
in Volume 7, Federal Register, pages 4008-4011, and no protest thereto has been 
received ; 

(b) Applicant is engaged in the production, purchase, transportation and 
sale of natural gas in West Virginia. Among other facilities and operations, it 
owns and operates transmission pipe lines in Pleasant, Tyler and Ritchie 
Counties, West Virgina, which connect (1) at a point near Pennsboro, Ritchie 
County, with transmission pipe lines of Carnegie Natural Gas Company extend- 
ing into the State of Pennsylvania, and (2) at a point near Cairo, Ritchie 
County, with transmission pipe lines of Pittsburgh Oil & Gas Company which 
connect with pipe lines of other companies extending into Pennsylvania ; 

(c) On November 19, 1937, applicant entered into a contract with Pitts- 
burg Oil & Gas Company (hereinafter called “Pittsburg Company”) whereby 
it agreed to deliver and sell to the Pittsburg Company such quantities of 
applicant’s surplus natural gas in the vicinity of Cairo, West Virginia, as the 
Pittsburg Company should see fit to take, it being further agreed that said 
contract was to remain in force and effect for a period of five years, ending 
November 19, 1942; 

(d) On December 19, 1939, applicant entered into a contract with Carnegie 
Natural Gas Company (hereinafter called “Carnegie Company”) whereby it 
agreed to deliver and sell to the Carnegie Company such quantities of surplus 
natural gas as applicant might have available and as the Carnegie Company 
might desire to receive from time to time; 

(e) Pursuant to the terms of the contracts referred to in paragraphs (c) and 
(d) above, applicant made certain sales and deliveries of natural gas to the 
Pittsburg Company near Cairo, West Virginia, during the period from 1937 to 
1940 inclusive, and to the Carnegie Company near Pennsboro, West Virginia, 
during the years 1940 and 1941. Applicant’s sales and deliveries of natural gas 
to such companies were for ultimate public consumption in Pennsylvania for 
domestic, commercial, industrial and other uses ; 

(f) Applicant has made no sales or deliveries of natural gas to the Pittsburg 
Company at any time since the year 1940, and has made no sales or deliveries 
of natural gas to the Carnegie Company at any time since the year 1941; 

(g) Applicant states in its supplemental application that its contract with 
the Pittsburg Company expired on November 19, 1942, and that its contract 
with the Carnegie Company has been cancelled ; 

(h) Applicant has not transported or sold any natural gas in interstate com- 
merce other than that involved in the deliveries and sales to the Pittsburg and 
Carnegie Companies above-referred to ; 

The Commission finds that: 

On February 7, 1942, applicant was not bona fide engaged in the transporta- 
tion or sale of natural gas for resale, subject to the jurisdiction of the Com- 
mission, over the routes described in its application, and has not so operated 
since that time; . 

The Commission therefore orders that: 

(A) The application for a certificate of public convenience and necessity 
be and the same is hereby dismissed without prejudice, however, to the filing 
of an application for a certificate authorizing applicant to hereafter operate 
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its facilities for the transportation or sale of natural gas, subject to the juris- 
diction of the Commission ; 

(B) Nothing herein shall be construed as relieving applicant from hereafter 
complying with section 7, as amended, or any other pertinent provisions of the 
Natural Gas Act. 


Order issuing certificate of public convenience and necessity 


Huntington Development and Gas Company 
(Docket No. G-340) 
December 21, 1943 


Huntington Development and Gas Company, a Delaware corporation author- 
ized to do business in the State of West Virginia and having its principal place 
of business at Charleston, West Virginia, hereinafter referred to as “applicant,” 
filed its application on May 7, 1942, and an amendment thereto on March 26, 
1943, for a certificate of public convenience and necessity pursuant to section 
7 (c) of the Natural Gas Act, as amended, authorizing the continuation of the 
operations, subject to the Commission’s jurisdiction, in which it has been bona 
jide engaged on February 7, 1942, and subsequent thereto. 

It appears to the Commission from the application, as amended, applicant’s 
Annual, Report (FPC Form No. 133)for 1942, and the application of its affiliate, 
United Fuel Gas Company, in docket No. G-341, that: 

(a) Applicant owns and operates, among, other facilities, natural-gas trans- 
mission pipe lines in West Virginia, extending from Kenova in an easterly 
direction to Huntington, and thence in a southeasterly direction to points 
in Lincoln County. Among other operations, applicant transports natural 
gas, produced and purchased by it in West Virginia, to points along its 
transmission lines, where it delivers and sells the same to United Fuel Gas 
Company for transportation to, and resale for ultimate public consumption 
in, Kentucky, Ohio and other States for domestic, commercial, industrial and 
other uses. Applicant also purchases from United Fuel Gas Company natural 
gas which is transported from Kentucky and Ohio into West Virginia to points 
on applicant’s transmission pipe lines, whence applicant transports the gas to 
points within West Virginia where it is sold for ultimate public consumption. 
In the above-described operations, the flow of natural gas from West Virginia 
to the points of distribution in other States, and from other States to the points 
of distribution in West Virginia, is continuous and uninterrupted, and such 
operations constitute an established course of business ; 

(b) Appropriate notice of the application has been duly given and published 
in Volume 7, Federal Register, pages 4003-4011, and no protest has been filed 
thereto; 

The Commission finds that: 

(1) Applicant is engaged in the transportation of natural gas in interstate 
commerce and in the sale in interstate commerce of natural gas for resale for 
ultimate public consumption for domestic, commercial, industrial and other 
use, and is a “natural-gas company” within the meaning of the Natural Gas 
Act; 

(2) On February 7, 1942, applicant was bona fide engaged in transportation 
and sale of natural gas for resale, subject to the jurisdiction of this Commission, 
over routes described in its application, as amended, and exhibits attached 
thereto, and has so operated since that time; 

(3) The application was duly made to the Commission within ninety days 
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after February 7, 1942 (the effective date of section 7 (c) amended), and com- 
plies with the Commission’s regulations as to form and content ; 

The Commission, therefore, orders that: 

(A) A certificate of public convenience and necessity be and it hereby is 
issued to Huntington Development and Gas Company authorizing its continued 
operation of its facilities, which were in bona fide operation on February 7, 
1942, and have been so operated since then, as described in its application, as 
amended, for the transportation and sale of natural gas, subject to the juris- 
diction of this Commission ; 

(B) This certificate shall not be transferable, and its issuance is without 
prejudice to the authority of this Commission, or any other regulatory body, 
with respect to rates, service, accounts, valuation, estimate or determination 
of cost, or any other matter whatsoever now pending or which may come before 
this Commission, or such other regulatory body, and nothing herein shall be 
construed as an acquiescence by this Commission in any estimate or determina- 
tion of cost, or any valuation of property claimed or asserted ; 

(C) Nothing herein is to be construed as affecting in any manner the deter- 
mination of applicant’s service area under section 7 (f) of the Natural Gas' Act ; 

(D) This certificate shall be effective as long as applicant continues the 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act, as amended, and any pertinent rules, regulations or orders heretofore 
or hereafter issued by the Commission ; 

(E) Appropriate evidence of the issuance of this certificate shall be furnished 
to applicant. 


Order instituting investigation and fixing date for hearing 
W. C. Feazel, J. Floyd Hodge, Thomas J. Hill, and R. J. Leche 
(Docket No. G-—515) 

December 21, 1943 


It appearing to the Commission that: 

(a) W..C., Feazel, J. Floyd Hodge, Thomas. J. Hill and R. J. Leche, co- 
partners, purchase natural gas under a contract with the East Texas Refining 
Company of Delaware and sell such gas to the United Gas Pipe Line Company, 
which, transports and sells the gas purchased in interstate commerce; that such 
purchases and sales are made in the name of W. ©. Feazel|for the benefit of 
the co-partners whose respective interests are as follows: 


W. C. Feazel, Monroe, Louisiana 2/9 Interest 
J. Floyd Hodge, Ruston, Louisiana 2/9 Interest 
Thomas J. Hill, New Orleans, La 2/9 Interest 
R. J. Leche, Covington, La 3/9 Interest 


(b) The co-partners do not own or operate any facilities for the production, 
gathering or transportation of such natural gas in question, since East Texas 
Refining Company of Delaware delivers the gas directly to United Gas Pipe 
Line Company in the Rodessa Field, Caddo Parish, Louisiana ; 

(c) During the 12 months ending June 30, 1942, the co-partners purchased 
2,767,082 M.c.f. of natural gas under the contract with East Texas Refining 
Company of Delaware for which they paid 2c per M.c.f. or a total of $55,- 
341.64, and sold the same gas to United Gas Pipe Line Company at 4¢ per 
M.c.f. or $110,683.28, resulting in a profit of $55,341.64; 
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(d@) The co-partners have not applied for, or received, a certificate of public 
convenience and necessity pursuant to the provisions of section 7 (c) of the 
Natural Gas Act, as amended ; 

The Commission finds that: 

It is necessary and appropriate, in the public interest, to carry out and aid 
in the enforcement of the provisions of the Natural Gas Act, that an investi- 
gation be instituted by the Commission, as hereinafter provided, into the facts, 
conditions, practices, and matters herein referred to; 

The Commission, on its own motion, orders that: 

(A) An investigation into the operations of W. C. Feazel, J. Floyd Hodge, 
Thomas J. Hill, and R. J. Leche be and the same is hereby instituted for the 
purpose of enabling the Commission : 

(i) To determine (a) whether they, or any of them, jointly or severally, are 
a natural-gas company within the meaning of that term as used in the Natural 

, Gas Act; (b) whether any lawful utility service whatever is rendered by 
them, or any of them; and (c) whether in connection with the transportation or 
sale of natural gas subject to the jurisdiction of this Commission, any rates, 
charges or classifications, demanded, observed, charged or collected, or any 
rules, regulations, practices or contracts affecting such rates, charges or clas- 
sifications are unjust, unreasonable, discriminatory or preferential ; 

(ii) To determine and fix by appropriate order or orders just and reasonable 
rates, charges, classifications, rules, regulations, practices or contracts to be 
thereafter observed and in force, if the Commission, after hearing, finds that 
they, or any of them, jointly or severally, are a natural-gas company within 
the meaning of the Natural Gas Act, and that any of their rates, charges, 
classifications, rules, regulations, practices or contracts, subject to the juris- 
diction of this Commission, are unjust, unreasonable, unduly discriminatory 
or preferential ; and 

(iii) To determine whether the provisions of the Natural Gas Act or the 
orders of the Commission issued pursuant thereto, or any of them, have been 
violated ; 

(B) A public hearing be held commencing on January 19, 1944, at 9:45 a m. 
(C.W.T.) in the Federal Court Room, in the United States Post Office Build- 
ing, Monroe, Louisiana, respecting the matters and issues involved in this 
proceeding ; 

(C) Interested State commissions may participate in this proceeding, as pro- 


vided in section 67.4 of the Provisional Rules of Practice and Regulations 
under the Natural Gas Act. 







































Order dismissing application for certificate of public convenience 
and necessity 


Ray Phebus 
(Docket No.. G-317) 
December 24, 1943 


Ray Phebus, on May 7, 1942, filed application pursuant to section 7 (c) of 
the Natural Gas Act, as amended, for a certificate of public convenience and 
necessity authorizing the continuation of the operations, subject to the Com- 
mission’s jurisdiction, in which he has been bona fide engaged on February 7, 
1942, and subsequent thereto; 

It appearing to the Commission that: 

(a) On October 3, 1941, this Commission issued a certificate of public con- 
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venience and necessity under docket No. G-206, (2 F. P. C. 1044), authorizing 
Ray Phebus (hereinafter referred to as “applicant”), subject to the conditions 
specified therein, to construct and operate a natural gas pipeline from a point 
in Lawrence County, Illinois, to a point near Vincennes, Indiana, a distance of 
approximately eight miles; 

(b) Applicant, on and since December 13, 1941, has been engaged in the 
transportation and sale for resale of natural gas in ‘interstate commerce for 
ultimate public consumption by means of the natural gas pipeline described in 
paragraph (a) in accordance with said certificate of public convenience and 
necessity ; 

(c) Appropriate notice of the application has been duly given and published 
in Volume 7, Federal Register, page 4010, and no protest has been received ; 

The Commission finds that: 

(1) Applicant is a natural-gas company within the meaning of the Natural 
Gas Act; 

(2) Pursuant to the terms and conditions of the certificate of public con- 
venience and necessity issued by this Commission on October 3, 1941, the ap- 
plicant on December 13, 1941, and continuously since that time, has been bona 
fide engaged in the transportation and sale for resale of natural gas, subject 
to the jurisdiction of this Commission, over routes and in the manner described 
in his application and exhibits attached thereto ; 

(3) The operations of the facilities described in the instant application are 
the same as those authorized by the outstanding certificate of public con- 
venience and necessity issued to applicant by the Commission on October 3, 
1941 ; 

(4) In the circumstances dismissal of the instant application is appropriate; 

Wherefore, it is ordered that: 

(A) The application filed May 7, 1942, for a certificate of public conven- 
ience and necessity be and it hereby is dismissed without prejudice; 

(B) Nothing herein is to be construed as affecting in any manner the deter- 
mination of applicant’s service area under section 7 (f) of the Natural Gas 
Act, as amended. 


Order approving classification of amounts in Account 100.5, electric 
plant acquisition adjustments, and Account 107, electric plant 
adjustments, and the proposed disposition thereof 


Mississippi Power & Light Company 
(Docket No. IT-5824) 
December 24, 1943 


It appearing to the Commission that: 

(a) On August 2, 1943, the Commission issued an order requiring Missis- 
sippi Power & Light Company (“Mississippi”) to classify certain amounts in 
Account 100.5, electric plant acquisiton adjustments, and Account 107, electric 
plant adjustments; to dispose of those amounts in the manner provided in 
that order; and to complete and file with the Commission, within a specified 
time, revised reclassification and original cost studies with respect to the 
balance of Mississippi’s recorded book cost not otherwise treated in the order 
of August 2, 1943, 3 F. P. C. 521, 51 P. U. R. (N.S.) 157; 

(b) On September 1, 1943, Mississippi filed an application for rehearing 
and on September 28, 1943, amended that application ; 
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(c) Thereafter on September 30, 1943, the Commission entered an order 
modifying the order of August 2, 1948, and granting in part and denying in 
part the application for rehearing, 8 F. P. C. 1101; 

(d) By order of August 2, 1943, as modified, the Commission required the 
Classification of $8,912,170.95 in Account 107, electric plant adjustments; and 
required the disposition of that amount by a charge of $6,352,203.56 to Ac- 
count 271, earned surplus, or to Account 270, capital surplus, if the capital 
surplus were properly created for such purpose; a charge of $301,771.43 to 
Account 151, capital stock expense; a charge of $729,526.61 to Account 140, 
unamortized debt discount and expense; a charge of $597,080.45 to Account 
250, reserve for depreciation of electric plant; a charge of $733,176 to Account 
271, earned surplus; and a charge of $198,412.90 to an existing capital sur- 
plus; and required the submission to the Commission not later than December 
5, 1943, of Mississippi’s proposed classification and disposition of an approxi- 
mate amount of $4,200,000 claimed by Mississippi to be classifiable in Account 
100.5, electric plant acquisition adjustments; and required the submission, 
within four months from the date of service of the order of August 2, 19438, 
of the revised reclassification and original cost studies of the balance of Mis- 
sissippi’s recorded book cost not otherwise treated in such order, as amended ; 

(e) On December 8, 1943, Mississippi filed its revised reclassification and 
original cost studies in which it has proposed the classification of $3,482- 
747.98 in Account 100.5, electric plant acquisition adjustments, and the clas- 
sification of an additional $300,001.49 in Account 107, electric plant adjust- 
ments ; 

(f) In its revised studies, Mississippi has also proposed the disposition of 
the $3,482,747.98 (which it has classified in Account 100.5 and which repre- 
sents the excess of acquisition cost over determined original cost of acquired 
properties) over a period of fifteen years beginning with 1944 by accruing 
through charges to Account 537, miscellaneous amortization, and concurrent 
credits to Account 252, reserve for amortization, and electric plant acquisition 
adjustments, each calendar year, an amount of not less than one-fifteenth of 
$3,482,747.98 (or not less than $232,183.20) ; 

(yg) Mississippi has further proposed in its revised studies to dispose of the 
additional $300,001.49 classified in Account 107, as follows: 


To Aceount 250, reserve for depreciation of electric plant, repre- 


senting miscellaneous adjustments of retirements___.___________ $259,146.15 
To Account 271, earned surplus, representing additional amount 
for retirements of railway. utility plant_..--.----..---_--_____ 38,829.98 


To Account 271, earned surplus, or to Account 270, capital sur- 
plus, to the extent that capital surplus may properly be created 
for that purpose, representing additional unclassified portion of 
the difference between recorded book cost and system cost of 
acquired plant at date of organization. _...--...2.2-.i1.u-_u 2,025.36 


NE cle ase capccesescngnecncd eal atape aianinaten einen tenbege ad oppiatigtin ~.. 800,001.49 


(h) In its revised studies, Mississippi has represented that fees paid to 
Phoenix Utility Company (a wholly-owned construction company of BDlectric 
Bond & Share Company) and to Electric Bond & Share Company are reflected 
in its electric plant in service account (Account 100.1) as of January 1, 1987, 
to the extent of $185,424.72 and $176,894.05, respectively ; 

(i) Mississippi, by telegram dated December 23, 1943, has agreed to classify 
and.retain the $185,424.72 of Phoenix fees in Account 107, pending final de- 
termination by the courts of the review of the Commission’s disallowance of 
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similar fees as not being part of the actual legitimate original cost of the 
Wallenpaupack Project No. 487, Pennsylvania Power & Light Co. vy. Federal 
Power Commission, 139 F, 2d 445 (C. C. A. 8), 1948; 

(j) The staff of the Commission has not made a detailed review of the 
revised studies ; 

(kK) By letter filed with the Commission on December 6, 1943, Mississippi 
agrees that upon receipt of the Commission’s order approving the proposed 
dispositions described in paragraphs (f) and (g) hereof, it will proceed 
promptly to dismiss its petition to review certain portions of the order of 
August 2, 1943, as modified by the order of September 30, 1943, which petition 
is now pending in the United States Circuit Court of Appeals for the Fifth 
Circuit as “Mississippi Power & Light Company, Petitioner, versus Federal 
Power Commission, Respondent, No. 10873”; to dismiss its appeal now pend- 
ing in the same Circuit Court of Appeals as “Mississippi Power ¢ Light Com- 
pany v. George Slaff, et al., No. 10631,” provided Reuben Goldberg and, Leonard 
Eesley, Appellants in a separate appeal docketed under the same cause num- 
ber as “Leonard Eesley and Reuben Goldberg v. Fred E. Plummer and James 
D. Stietenroth, No. 10631” will dismiss their appeal; and to undertake to ob- 
tain the dissolution of the injunction issued by the District Court of the 
United States for the Southern District of Mississippi on December 3, 1942, 
in “Mississippi Power ¢ Light Company, et al v. George Slaff, et al., No. 499”; 

The Commission finds that: 

(1) The classification by Mississippi of the amounts of $3,482,747.98 and 
$300,001.49, in Account 100.5, electric plant acquisition adjustments, and Ac- 
count 107, electric plant adjustments, respectively, is in accordance with the 
requirements of the Uniform System of Accounts; 

(2) The disposition as proposed by Mississippi of the amounts established 
in Accounts 100.5 and 107, as described in paragraphs (f) and (g) hereof, 
is reasonable and appropriate for the purposes of the Act; 

(3) The classification of the $185,424.72 of Phoenix fees in Account 107, as 
described in paragraph (i) hereof, is appropriate in the circumstances ; 

(4) Mississippi should make appropriate studies to determine the amount 
of inter-company profit included in the fees of $176,894.05 paid to Electric 
Bond & Share Company ; 

(5) It is appropriate that Mississippi’s proposals to dismiss the litigation 
and dissolve the injunction as described in paragraph (k) hereof, be approved ; 

The Commission orders that: 

(A) Mississippi classify $3,482,747.98 in Account 100.5, electric plant acqui- 
sition adjustments, and dispose of that amount in the manner described in 
paragraph (f) hereof; 

(B) Mississippi classify an additional amount of $300,001.49 in Account 
107, electric plant adjustments, and dispose of that amount in the manner de- 
scribed in paragraph (g) hereof; 

(C) Mississippi classify $185,424.72, representing fees paid to Phoenix Util- 
ity Company in Account 107, electric plant adjustments, and retain that amount 
in Account 107 pending further order of the Commission ; 

(D) Mississippi make appropriate studies to determine the amount of inter- 
company profit included in the fees of $176,894.05 paid to Electric Bond & 
Share Company and within three months from the date of this order submit 
to the Commission. such studies, together with Mississippi's proposed classifi- 
cation and disposition, if any, of such profit ; 

(E) Within ninety days from the date of this order, Mississippi submit to 
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the Commission certified copies of the accounting entries effecting the classi- 
fications and dispositions herein ordered ; 

(F) Within ninety days from the date of this order, Mississippi submit 
certified copies of the entries classifying $8,912,170.95 in Account 107 as re- 
quired by the order of September 30, 1943, and certified copies of the entries 
disposing of $2,559,967.39 of the $8,912,170.95 in the manner described in para- 
graphs (C) (i), (C) (ii) and (C) (iii) of the order of August 2, 1943, 3 F. 
P. C. 521, 529, and paragraphs (d) and (e) of the order of September 30, 
1943, 3 F. P. C. 1101; and certified copies of the entries disposing of $6,352,- 
203.56 of the $8,912,170.95 as described in paragraph (C) (iv). of the order 
of August 2, 1943; 

(G) The Commission reserves jurisdiction to make a field examination of 
Mississippi’s revised studies and to require that Mississippi make such ac- 
counting adjustments as may be deemed necessary or appropriate by the Com- 
mission as a result of such field examination ; 

(H) The provisions of this order are not to be construed as dispensing with 
the necessity of full compliance with the requirements of the Public Utility 
Holding Company Act of 1935, and the rules, regulations and orders issued 
by the Securities and Exchange Commission ; 

(I) Mississippi’s proposals to dismiss the litigation and dissolve the in- 
junction, as described in paragraph (k) hereof, be and they are hereby ap- 
proved, and counsel for the Commission are directed to take the necessary 
steps to terminate such litigation. 


Opinion concurring in part and dissenting in part 
Mississippi Power & Light Company 
(Docket No. IT-5824) 


Scott, CoMMISSIONER, concurring in part and dissenting in part: 

I am in accord with the order of the Commission insofar as it approves the 
elimination of about $9,000,000 of “write-ups” and other erroneous items and 
disposes of approximately $3,500,000 of acquisition costs through the creation 
of a reserve against which Account 100.5 will be charged when the reserve 
equals the amount in that account. Both of these amounts have been too 
long buried in Mississippi’s plant accounts. 

I am constrained to disagree, however, with the action of the majority in 
consenting to the dismissal of our appeal from the decree of injunction is- 
sued by the District Court of the United States for the Southern District of 
Mississippi. This suit was instituted by the company to prevent this Com- 
mission from effectively conducting the investigation initiated by us to se- 
cure the books and records and pertinent information therein relating to the 
cost of Mississippi’s properties. This information we heretofore found to be 
material and relevant to a proper reclassification of the company’s accounts. 

In the absence of the production and examination of these records, it can- 
not be said that all of the inflation has been accounted for and that all ac- 
counting adjustments which should be made, have been made by the com- 
pany. In the circumstances, therefore, I am of the opinion that we should 
continue with the appeal and when the injunction has been dissolved, proceed 
with the investigation. It is no answer to say that the injunction is being 
dissolved under the terms of the order and that we will be free to continue 
the investigation for I am convinced the order adopted by~-the majority 
writes “finis” to it. 
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Mississippi has submitted an unsworn letter over the signature of its coun- 
sel purporting to set forth the results of Ais “investigation” with respect to 
the alleged disappearance of Mississippi’s books and records. If there has 
been a real investigatory effort on his part why was not the statement sub- 
mitted under oath? There is nothing in the letter which offers any ex- 
planation of how a vast number of important company books have “van- 
ished” without a trace. There is nothing in the letter which even undertakes 
to explain why Mississippi in 1929 deliberately shipped these records out of 
the State of Mississippi and delivered them into the custody of a sister com- 
pany, Arkansas Power & Light Company, in Pine Bluff, Arkansas. State- 
ments in the letter are inconsistent with the information presently in our 
possession. It reveals nothing more than what company representatives prior 
to their counsel’s “investigation” were advised we already knew. 

I might understand the abandonment of the appeal and of the investigation 
if the latter had proceeded to a point where it had become obvious that noth- 
ing was to be gained by continuing it. But this is not the case. The Commis- 
sion’s investigation has just begun. It had been under way for only four 
days when Mississippi, checked in its efforts to control the conduct thereof, 
launched a series of obstructive law suits to stop it. Though the com- 
pany succeeded, it appears that our investigation had been able to deter- 
mine in that short space of time that Mississippi had withheld material facts 
respecting the disappearance of the records and that at least one witness had 
placed himself within the tall shadows of a charge of perjury. 

When we issued our order of May 27, 1942, instituting an investigation of 
the company, I thought that we indicated our determination to bring a halt 
to the practice of failing to produce material and relevant records without 
adequate explanation. I regret that we have elected not to continue to effec- 


tuate such purpose. I hope that we may not now be opening the way to the 
continuation of such practice with impunity by recalcitrant and litigious com- 
panies. who fear the disclosure of the pertinent facts and who by cunning or 
otherwise conceal or destroy such information. 


Concurring opinion 
Mississippi Power & Light Company 
(Docket No. IT-5824) 


COMMISSIONERS DRAPER and MANLY concurring: 

We have approved the order of the Commission in the matter of Mississippi 
Power & Light Company because, without restricting any further action by 
the Commission, it provides for the immediate elimination of substantially all 
the “water” from the accounts of the company instead of leaving these mat- 
ters dependent on the outcome of prolonged and expensive litigation. 

We also approve the arrangements for terminating the litigation now pend- 
ing in the United States Circuit Court of Appeals for the Fifth Circuit. This 
not only ends the opposition of the power company to the proper adjustment 
of its accounts but also relieves the Commission from any appearance of con- 
doning and supporting certain “star chamber” methods of examining witnesses 
against which the District Court’s injunction is solely directed. 

That injunction, entered by the United States District Court for the South- 
ern District of Mississippi on December 3, 1942, was limited specifically to 
restraining certain employees of the Commission from 
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“(a) Swearing witnesses—employees of the Mississippi Power & Light Com- 
pany—while testifying before them as investigators to keep secret everything 
transpiring during said investigation; and 

(b) Refusing to permit Mississippi Power & Light Company voluntarily 
to reimburse any employee witness required to attend as witnesses in said 
investigation for any attorney’s fee incurred by such employee witness due 
to the fact that he was called as a witness in said investigation.” 

The injunction of the Court does not now ‘and has not at any time restricted 
the Commission in any of its statutory powers of investigation, but was di- 
rected solely to the protection of what is regarded as fundamental civil rights 
and liberties of the employees of the company. 

We see no reason why this Commission or any other governmental agency 
should seek to secure for its employees authority to exercise the extraordinary 
prerogative of a grand jury to swear witnesses to secrecy or to prohibit a 
utility from reimbursing employees, many of whom are low-salaried, for legal 
expenses incurred by them as witnesses. On the contrary we see many rea- 
sons why the Commission should neither permit nor condone methods of 
procedure which are not authorized either by statute or by our rules and 
regulations. 

Whether the injunction stands or is dissolved, there is no reason why the 
Commission cannot pursue its search for the books of the defunct predecessor 
companies of the Mississippi Power & Light Company to the ends of the earth 
or examine under oath any person who may be suspected of having knowledge 
of their whereabouts. Nor is there any barrier to the prosecution of any wit- 
ness heretofore heard who, in the language of the dissenting Commissioner, 
“placed himself within the tall shadows of a charge of perjury.” 

We cannot accept the dissenting statement that “the Commission’s investiga- 
tion has just begun” or the implication that “it had been under way for only 
four days” when it was halted by the Mississippi Company’s law suits. As 
a matter of record the field examination, involving a search for the missing 
books of the predecessor companies, had been under way for 9 months be- 
fore the Commission adopted its order instituting a special investigation. This 
inquiry had developed substantial information regarding them, including a 
detailed inventory and record of their shipment from Arkansas to Mississippi. 

Following the adoption of the order of investigation dated May 27, 1942, 
eight expert accountants and three attorneys were continuously engaged in an 
intensive search for the missing records during a period of eleven weeks ex- 
tending from June 1 to August 18, 1942. During these weeks the expert in- 
vestigators of the Commission thoroughly explored the files and premises of 
the Mississippi Power & Light Company and the Arkansas Power & Light 
Company; pursued every clue and examined under oath every employee of 
the two companies who was believed to have information that might relate 
directly or indirectly to the past or present whereabouts of the missing records. 

During the course of this investigation 32 witnesses were examined under 
oath |! regarding their knowledge of' the matters under investigation. This in- 
cluded special trips to New Orleans, Chicago and Los Angéles to examine 
former employees who were believed to have some knowledge of the missing 
records. Altogether more than 1800 pages of testimony were'taken and in- 
numerable files were examined in the course of the investigation. 

It is thus clear that the Commission has spared neither time nor expénse 
in its search for the missing records; that it has not been limited at any time 
in pursuing customary and statutory methods of investigation and interrogation 
of witnesses; and that the outstanding injunction, to which the dissenting 
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opinion refers, relates solely to right of Cemmission attorneys to swear em- 
ployee witnesses to secrecy and to prohibit the utility from reimbursing such 
employees for legal expenses, 

Whether this. restricted injunction against two of out employees is ap- 
pealed or dissolved, the Commission can, and we have no doubt will, pursue 
any clue that the dissenting Commissioner or any one else may have relating 
to the missing records, the last known trace of which dates back to 1933. If 
such an investigation should hereafter be successful, it is possible that some 
additional inflation may be discovered in the missing books of the predecessor 
companies. If so, it can and will be promptly eliminated by appropriate order 
of this Commission, 

There is, however, substantial reason for believing that no considerable 
amount of,such additional inflation will be discovered. Our present order, in 
which the dissenting Commissioner joins, provides for disposing of every dollar 
of inflation which our staff has been able to discover after months of study 
of the books of the Mississippi Power & Light Company, all of which were 
available to them, as well as extensive secondary evidence regarding the ac- 
counts of the predecessor companies. Now this amount exceeds by more than 
$3,000,000 all the inflation of the Mississippi Company which was discovered 
in 1980 by the expert investigators of the Federal Trade Commission, who 
are known to have had access to the books of the predecessor companies. 

It is thus clear that the Commission and the public generally can lose noth- 
ing by the approval of the settlement which has been worked out by our staff 
in protracted conferences, providing for the immediate elimination of more 
than $9,000,000 of “write-ups” and the appropriate disposition of some $3,500, 
000 of additional inflation. This definitely disposes in the public interest of 
74 per cent excess over the original cost of the properties. 


Refusal to approve this settlement, in the hope that ultimate discovery of 
the missing books of the predecessor companies might reveal some additional 
inflation, would benefit only the utility company and leave the rate payers 
dependent on the outcome of expensive and protracted litigation. 


Statement 
Mississippi Power & Light. Company 
(Docket No. IT-5824) 


Ops, CHAIRMAN: 

This is merely a statement of fact to clear the record of any implication 
that the Commission did not approve of the manner in which members of the 
staff conducted the investigation designed to determine what had become of 
a large quantity of books and records essential to a determination of the 
original cost of the Mississippi Power & Light Company. 

The fact is that everything that our employees did in this investigation 
was done at the direction of the Commission and with its approval. Through- 
out the most difficult days, in which the company was doing everything pos- 
sible to thwart the Commission’s effort, the members of the staff conducting 
the investigation were in continual contact with the Supervising Commis- 
sioner. Moreover, we fully confirmed their action by formal vote of the Com- 
mission (with Commissioner Draper dissenting and Commissioner Manly not 
participating) and directed our Secretary to execute an affidavit, dated June 
10, 1942, to that effect. 
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In my judgment and in the judgment of the Commission the investigation 
did not involve any invasion of the “fundamental civil rights and liberties of 
the employees of the company.” It is undisputed that all witnesses called to 
testify in the investigation were clearly advised as to the nature of the in- 
vestigation, the conditions imposed, the reasons therefor, and of the provi- 
sions in the Federal Power Act giving them immunity against self-incrimina- 
tion. The only objective was to discover what had happened to the books and 
the only obligation of each witness was to testify truthfully what, if anything, 
he knew about them. 

It was to preclude any possibility of the company preventing a full and 
frank disclosure by its employees that the conditions were imposed. Such con- 
ditions are not unusual in the circumstances met with in this case. They 
have received judicial sanction as being essential to accomplish the purpose 
intended, that is, to obtain information. 

It must be recalled that the Commission faced a situation in which it found 
reasonable grounds to believe that the essential books and records had been 
withheld or destroyed in violation of the Federal Power Act and the Com- 
mission’s rules and regulations promulgated thereunder. The order of May 27, 
1942, initiating the investigation, contains this finding, together with a de- 
tailed recital of the circumstances which led to the action. 

While the investigation was interrupted by the injunction proceeding, I am 
convinced that it played an important part in producing enough information 
to make possible the order of December 24, 1943, which is constructive in 
terms of the company’s future and conforms with all the principles the Com- 
mission is seeking to establish as the basis of sound utility regulation. 


Order supplemental to order of June 9, 1942, determining actual 
legitimate original cost and prescribing accounting therefor 


The Niagara Falls Power Company 
(Project No. 16) 
December 28, 1943 


It appearing to the Commission that: 

(a) By its opinion and order of June 9, 1942, 3 F. P. C. 206, 44 P. U. R. 
(N. S.) 291, the Commission found and allowed $24,680,680.22 as part of the 
actual legitimate original cost of project No. 16 as of March 2, 1921; reserved 
for further consideration a total of $3,985,500.14 (consisting of exception No. 
8, interest during construction, in the amount of $2,024,470.89, exception No. 
9, land, in the amount of $1,311,029.25, and exception No. 14, flour mill pur- 
chase account, in the amount of $650,000); disallowed $15,787,688.32 as not 
being a part of such actual legitimate original cost; prescribed the accounting 
disposition to be made of the amounts disallowed including the charging of 
items totalling $15,537,943.56 to earned surplus; and reserved for further 
consideration the determination of the amount of accrued depreciation as of 
March 2, 1921, to be deducted from the actual legitimate original cost in de- 
termining the net investment in the project as of that date; 

(b) Upon the licensee’s application for rehearing, the Commission, by order 
of August 14, 1942, stayed the accounting requirements prescribed in its order 
of June 9, 1942, and directed the licensee to show cause, in writing, under oath, 
why such requirements should not be made effective and enforced; and to 
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submit to the Commission such accounting’ ‘treatment as the licensee might 
propose for disposition of the disallowed amounts; 

(c) After consideration of the response filed by the licensee, the Commission 
issued its opinion and order of September 1, 1942, 3 F. P. C. 249, 45 P. U. R. 
(N. S.) 129, in which it found that the licensee had failed to show any cause 
why the prescribed accounting requirements should not be made effective and 
enforced, and that the licensee had failed to propose any proper accounting 
treatment for disposition of the disallowed amounts; 

(d) The licensee thereafter filed petitions in the United States Circuit Court 
of Appeals for the Second Circuit for a review of the Commission's orders of 
June 9, 1942 and September 1, 1942, under section 313(b) of the Federal Power 
Act; 

(e) By order of October 29, 1942, the Commission provided that, instead of 
charging the disallowed amount of $15,537,943.56 to earned surplus as pre- 
scribed in the order of June 9, 1942, the licensee, within sixty days, could trans- 
fer said amount to Account 107, electric plant adjustments, and at the same 
time create a capital surplus reserve account against which said disallowances 
could be charged within sixty days after the final disposition by the courts of 
the review of the Commission’s order of June 9, 1942; 

(f) The licensee did not avail itself of the alternative method of disposing 
of the disallowed amounts provided in the Commission’s order of October 29, 
1942, 3 F. P. C. 856, and in granting the licensee’s request for a stay of the 
Commission’s order of June 9, 1942, pending review, the United States Circuit 
Court of Appeals required, among other conditions, that the licensee “notify 
the stockholders of its parent company that it preferred this stay to the alter- 
native offered in” the Commission’s order of October 29, 1942; 

(g) Upon review, the Commission’s order of June 9, 1942, was modified to 
the extent that the Commission was directed to give the licensee a further op- 
portunity “to establish the portion, if any, of the $1,252,250, Cataract Construc- 
tion Profit on Land Transactions [part of exception No. 19 (c)] which relates 
solely to non-project lands” and as thus modified the Commission’s order of 
June 9, 1942, as well as its order of September 1, 1942, was affirmed by the 
United States Circuit Court of Appeals for the Second Circuit in The Niagara 
Falls Power Company v. Federal Power Commission, 137 F. 2d 787 and the 
Supreme Court denied the licensee’s petition for a writ of certiorari on No- 
vember 22, 1943 and denied the licensee’s petition for a rehearing on Decem- 
ber 6, 1943, 320 U. S. 792, 815; 

(h) At the licensee’s request, its representatives held conferences on Decem- 
ber 20-21, 1943, with the staff of the Commission concerning the remaining 
items involved in the determination of the actual legitimate original cost of 
and the net investment in project No. 16 as of license date, March 2, 1921; and 
as a result of such conferences a stipulation has been entered into, subject to 
our approval, between counsel for the Commission and counsel for the licensee 
with respect to the disposition to be made of such items; 

The Commission, upon consideration of the proceedings heretofore had and 
the matters of record, including the aforesaid stipulation, finds and determines 
that : 

(1) The amount of $2,024,470.89 (suspended by exception No. 8, interest dur- 
ing construction) represents interest during construction actually paid and 
charged as such in the books of account and is part of the actual legitimate 
original cost of project No. 16 as of March 2, 1921, and said amount is allowed ; 

(2) Of the amount of $1,311,029.25 (suspended by exception No. 9, land) 
representing book cost of land ; $555,387.62 is part of the actual legitimate origi- 
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nal cost of project No. 16 as of March 2, 1921, and is allowed; and the bal- 
ance of $755,641.63 is applicable to non-project lands and is aceordingly dis- 
allowed and should be charged to the appropriate non-project account or ac- 
counts ; 

(3) The amount of $650,000 (suspended by exception No. 14, flour mill 
purchase account) represents the cost of land and is part of the actual legiti- 
mate original cost of project No. 16 as of March 2, 1921, and is allowed; 

(4) In accordance with the directions of the Second Circuit Court of Ap- 
peals above referred to, the licensee has been given a further opportunity to 
show the portion of the $1,252,250 of Cataract Construction Company profit on 
lands [part of exception No. 19(c)]. which is applicable to non-project lands 
and the licensee has established that $1,037,370 of said amount relates to non- 
project lands and should be charged to the appropriate non-project accounts, 
instead of to earned surplus, as prescribed in the Commission’s order of June 
9, 1942; 

(5) The amount of $2,569,191.51 represents the depreciation (retirement) 
reserve per books, adjusted for accounting errors, as of license date, March 
2, 1921, and said amount is found to be the accrued depreciation as of license 
date to be deducted from the actual legitimate original cost in computing the 
net investment in project No. 16 as of March 2, 1921; 

(6) The allowance of the $2,024,470.89 of interest during construction (ex- 
ception No. 8), the $555,387.62 of land cost (part of exception No. 9) and the 
$650,000, flour mill purchase account (exception No. 14), or, a total of $3,- 
229,858.51, plus the $24,680,680.22 allowed in the Commission’s order of June 
9, 1942, makes the total actual legitimate original cost of project No. 16 as 
of license date, March 2, 1921, $27,910,538.73; and deducting therefrom the 
$2,569,191.51 of acerued depreciation makes the net investment in project No. 
16 as. of license date, $25,341,347.22; 

(7) The $15,537,943.56 which the Commission’s order of June 9, 1942, di- 
rected be charged to earned surplus, less the $1,037,370 of Cataract Construc- 
tion Company profit on non-project lands, described in paragraph (4) hereof, 
leaves a charge to surplus of $14,500,573.56 ; 

(8) The $14,500,573.56 charge to surplus, described in paragraph (7) hereof, 
includes $2,805.45 (represented by exceptions Nos. 1, 6 and 7) which occurred 
subsequent to the organization of the licensee in the 1918 consolidation of its 
predecessor companies, and the balance of $14,497,768.11 was transferred to 
the licensee’s accounts in such consolidation and may properly be charged to 
a capital surplus account created for that purpose ; 

(9) In the circumstances here presented, it is reasonable and appropriate 
to extend the time for compliance with the Commission’s order of June 9, 1942, 
until March 1, 1944, so that the licensee may take the steps necessary to 
create a capital surplus against which it may charge the amount of $14,497,- 
768.11, described in paragraph (8) hereof, instead of charging said amount to 
earned surplus; 

The Commission orders that : 

(A) The licensee establish and maintain control accounts with reference to 
this project showing a total debit balance in its fixed capital accounts begin- 
ning with an entry of $27,910,538.73 (being the $24,680,680.22 allowed in the 
Commission’s order of June 9, 1942, plus the $3,229,858.51 now allowed in ad- 
dition thereto) as the actual legitimate original cost of said project as of 
March 2, 1921; 

(B) The licensee establish and maintain subsidiary accounts showing and 
substantiating all entries in such control accounts and classifying the total 









for 
of 
itie 


ap] 
tio’ 
gre 


ap) 
No 
he! 


ex 
pli 


Ju 
ere 
76 


co 


ob 
si 


lic 


a oll neler la al el lCUe Coe 


APPENDIX—ORDERS 467 


for fixed capital in appropriate detail and in accordance with the provisions 
of the Commission’s Uniform System of Accounts Prescribed for Public Util- 
ities and Licensees revised to December 31, 1936; 

(C) The licensee remove from this project’s accounts and transfer to the 
appropriate non-project account the amount of $755,641.63 (part of excep- 
tion No. 9), which is applicable to non-project lands, as described in para- 
graph (2) hereof; 

(D) The licensee remove from its project accounts and transfer to the 
appropriate non-project account the amount of $1,087,370 (part of exception 
No. 19 (c) ) which relates to non-project lands, as described in paragraph (4) 
hereof ; 

(E) On or before March 31, 1944, the licensee comply with this order and 
execute and submit to the Commission FPC Form No. 76 showing such com- 
pliance ; , 

(F) The licensee may postpone compliance with the Commission’s order of 
June 9, 1942, until March 1, 1944, so that it may take the necessary steps to 
create a capital surplus against which it may charge the amount of $14,497,- 
768.11, described in paragraph (8) hereof, instead of charging said amount 
co earned surplus; 

Provided, that nothing herein contained shall be construed as affecting the 
obligation of the licensee to comply with the requirements of the Commis- 
sion’s order of June 9, 1942, as modified and affirmed upon review, if the 
licensee does not create such capital surplus on or before March 1, 1944. 


Order issuing certificate of public convenience and necessity 
Ben Williamson, Jr., as Trustee of Inland Gas Corporation 
(Docket No. G-385) 

December 28, 1943 


Ben Williamson, Jr., as Trustee of Inland Gas Corporation, a Delaware 
corporation authorized to do business in the State of Kentucky, whose prin- 
cipal place of business is at Ashland, Kentucky, hereinafter referred to as 
“applicant,” made his application on May 8, 1942, for a certificate of public 
convenience and necessity pursuant to section 7(c) of the Natural Gas Act, as 
amended, authorizing the continuation of the operations, subject to the Com- 
inission’s jurisdiction, in which applicant has been bona fide engaged on 
February 7, 1942, and subsequent thereto. 

It appears to the Commission that: 

(a) Applicant, as Trustee of Inland Gas Corporation, operates, among other 
facilities, a natural-gas transmission pipe-line system commencing in south- 
eastern Kentucky and extending in a general northerly direction to a point 
near the City of Ashland, Kentucky. Among other operations, applicant trans- 
ports natural gas, produced and purchased by him in Kentucky, to points 
along such transmission lines, where he delivers and sells the same to Inland 
Gas Distributing Company for transportation to, and resale for ultimate pub- 
lie consumption in, West Virginia for domestic, commercial, industrial and 
other use, and to Buckeye Gas Service Company for transportation to, and 
resale for ultimate public consumption in, Ohio for domesiic, commercial, in- 
dustrial and other use. In the above-described operations, the flow of natural 
gas from Kentucky to the points of distribution in West Virginia and Ohio is 
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continuous and uninterrupted, and such operations constitute an established 
course of business ; 

(b) Appropriate notice of the application has been duly given and pub- 
lished in Volume 7, Federal Register, pages 4003-4011 ; 

The Commission finds that: 

(1) Applicant is engaged in the transportation of natural gas in interstate 
commerce and in the sale in interstate commerce of natural gas for resale 
for ultimate public consumption for domestic, commercial, industrial and other 
use, and is a “natural-gas company” within the meaning of the Natural Gas 
Act; 

(2) On February 7, 1942, applicant was bona fide engaged in transporta- 
tion and sale of natural gas for resale, subject to the jurisdiction of this Com- 
mission, over routes and in the manner described in his application as 
amended and exhibits attached thereto, and has so operated since that time; 

(3) The application was duly made to the Commission within ninety days 
after February 7, 1942 (the effective date of section 7(c) amended), and com- 
plies with the Commission’s regulations as to form and content; 

The Commission, therefore, orders that: 

(A) A certificate of public convenience and necessity be and it hereby is 
issued to Ben Williamson, Jr., as Trustee of Inland Gas Corporation, author- 
izing his continued operation of the facilities of Inland Gas Corporation, 
which were in bona fide operation on February 7, 1942, and have been so 
operated since then, as described in his application, as amended, for the trans- 
portation and sale of natural gas, subject to the jurisdiction of this Com- 
mission ; 







































(B) This certificate shall not be transferable, and its issuance is without 
prejudice to the authority of this Commission, or any other regulatory body, 
with respect to rates, service, accounts, valuation, estimate or determination 
of cost, or any other matter whatsoever now pending or which may come be- 
fore this Commission, or such other regulatory body, and nothing herein shall 
be construed as an acquiescence by this Commission in any estimate or deter- 
mination of cost, or any valuation of property claimed or asserted ; 

(C) Nothing herein is to be construed as affecting in any manner the de- 
termination of applicant’s service area under section 7(f) of the Natural Gas 
Act; 

(D) This certificate shall be effective as long as applicant continues the 
operations hereby authorized in accordance with the provisions of the Natu- 
ral Gas Act, as amended, and any pertinent rules, regulations or orders here- 
tofore or hereafter issued by the Commission ; 

(E) Appropriate evidence of the issuance of this certificate shall be fur- 
nished to applicant. 


Order issuing certificate of public convenience and necessity 
Clinton M. Harbison, as Trustee of Inland Gas 
Distributing Company 
(Docket No. G-383) 


December 28, 1943 






Clinton M. Harbison, as Trustee of Inland Gas Distributing Company, a 
West Virginia corporation authorized to do business in the State of Kentucky, 
whose principal place of business is at Ashland, Kentucky, hereinafter re- 
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ferred to as “applicant,” made his application on May 8, 1942, and filed an 
amendment thereto on September 12, 1942, for a certificate of public con- 
venience and necessity pursuant to section 7 (c) of the Natural Gas Act, as 
amended, authorizing the continuation of the operations, subject to the Com- 
mission’s jurisdiction, in which applicant has been bona fide engaged on 
February 7, 1942, and subsequent thereto. 

It appears to the Commission that: 

(a) Applicant, as Trustee of Inland Gas Distributing Company, operates, 
among other facilities, a natural-gas transmission pipe line commencing near 
Catlettsburg, Boyd County, Kentucky, and extending in an easterly direction 
to and beyond Huntington, West Virginia. Among other operations, applicant 
transports natural gas, purchased by him in Kentucky, to Huntington, West 
Virginia, where he delivers and sells such gas to Cumberland Gas Corporation 
for resale for ultimate public consumption in West Virginia for domestic, 
commercial, industrial and other use. In the above-described operations, the 
flow of natural gas from Kentucky to the point of distribution in West Vir- 
ginia, is continuous and uninterrupted, and such operations constitute an 
established course of business ; 

(b) Appropriate notice of the application has been duly given and published 
in Volume 7, Federal Register, pages 4003-4011, and no protest has been filed 
thereto; 

The Commission finds that: 

(1) Applicant is engaged in the transportation of natural gas in interstate 
commerce and in the sale in interstate commerce of natural gas for resale 
for ultimate public consumption for domestic, commercial, industrial and other 
use, and is a “natural-gas company” within the meaning of the Natural Gas 
Act; 

(2) On February 7, 1942, applicant was bona fide engaged in transporta- 
tion and sale of natural gas for resale, subject to the jurisdiction of this 
Commission, over routes and in the manner described in his application, as 
amended, and exhibits attached thereto, and has so operated since that time; 

(3) The application was duly made to the Commission within ninety days 
after February 7, 1942 (the effective date of section 7 (c) amended), and 
complies with the Commission’s regulations as to form and content; 

The Commission, therefore, orders that: 

(A) A ecertificate of public convenience and necessity be and it hereby is 
issued to Clinton M. Harbison, as Trustee of Inland Gas Distributing Com- 
pany, authorizing his continued operation of the facilities of Inland Gas Dis- 
tributing Company, which were in bona fide operation on February 7, 1942, 
and have been so operated since then, as described in his application, as 
amended, for the transportation and sale of natural gas, subject to the juris- 
diction of this Commission ; 

(B) This certificate shall not be transferable, and its issuance is without 
prejudice to the authority of this Commission, or any other regulatory body, 
with respect to rates, service, accounts, valuation, estimate or determination 
of cost, or any other matter whatsoever now pending or which may come 
before this Commission, or such other regulatory body, and nothing herein shall 
be construed as an acquiescence by this Commission in any estimate or deter- 
mination of cost, or any valuation of property claimed or asserted; 

(C) Nothing herein is to be construed as affecting in any manner the de- 
termination of applicant’s service area under section 7 (f) of the Natural 
Gas Act; 

(D) This certificate shall be effective as long as applicant continues the 
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operations hereby authorized in accordance with the provisions of the Natural 
Gas Act, as amended, and any pertinent rules, regulations or orders heretofore 
or hereafter issued by the Commission ; 

(E) Appropriate evidence of the issuance of this certificate shall be furn- 
ished to applicant. 


Order issuing certificate of public convenience and necessity 
The Kansas Power and Light Company 
(Docket No. G-324) 
December 28, 1943 


The Kansas Power and Light Company, a Kansas corporation, having its 
principal place of business at Topeka, Kansas, filed its application on May 7, 
1942, and supplement thereto on November 17, 1942, for a certificate of public 
convenience and necessity pursuant to section 7 (c) of the Natural Gas Act, 
as amended, authorizing the continuation of the operations, subject to the 
Commission’s jurisdiction, in which it has been bona fide engaged on February 
7, 1942, and subsequent thereto. 

It appears to the Commission that: 

(a) The Kansas Power and Light Company (hereinafter referred to as 
“applicant”) owns and operates, among other facilities, an integrated natural- 
gas pipeline system in Kansas, and engages in the purchase, transportation and 
sale of natural gas in that State. Among other operations, applicant purchases 
natural gas in Kansas and transports such gas through its transmission mains 
to points in Kansas where it delivers and sells the gas for resale to the North- 
ern Natural Gas Company, the Cities Service Gas Company, and the Kansas- 
Nebraska Natural Gas Company for ultimate public consumption outside that 
State. Applicant also transports and sells for resale for ultimate publie con- 
sumption in Kansas, natural gas originating outside that State which it pur- 
chases from Northern Natural Gas Company. In the above-described opera- 
tions, the flow of natural gas from Kansas to the points of distribution in 
other States, and from other States to the points of distribution in Kansas, is 
continuous and uninterrupted, and such operations constitute an established 
course of business ; 

(b) Appropriate notice of the application has been duly given and published 
in Volume 7, Federal Register, page 4006, and no protest has been filed thereto; 

The Commission finds that: 

(1) Applicant is engaged in the transportation of natural gas in interstate 
commerce and in the sale in interstate commerce of natural gas for resale for 
ultimate publie consumption for domestic, commercial, industrial and other 
uses, and is a “natural-gas company,” within the meaning of the Natural 
Gas Act; 

(2) On February 7, 1942, applicant was bona fide engaged in transportation 
and sale of natural gas for resale, subject to the jurisdiction of this Com- 
mission, over routes and in the manner described in its application as supple- 
mented and exhibits attached thereto, and has so operated since that time; 

(3) The application was duly made to the Commission within ninety days 
after February 7, 1942 (the effective date of section 7 (¢)) amended), and 
complies with the Commission’s regulations as to form and content; 

The Commission, therefore, orders that: 

(A) A certificate of public convenience and necessity be.and it hereby is 



















































APPENDIX—ORDERS 471 


issued to The Kansas Power and Light “Company authorizing its continued 
operation of its facilities, which were in bona fide operation on February 7, 
1942, and have been so operated since then, as described in its application, 
and supplement thereto, for the transportation and sale of natural gas, sub- 
ject to the jurisdiction of this Commission ; 

(B) This certificate shall not be transferable, and its issuance is without 
prejudice to the authority of this Commission, or any other regulatory body, 
with respect to rates, service, accounts, valuation, estimate or determination 
of cost, or any other matter whatsoever now pending or which may come 
before this Commission, or such other regulatory body, and nothing herein 
shall be construed as an acquiescence by this Commission in any estimate or 
determination of cost, or any valuation of property claimed or asserted ; 

(C) Nothing herein is to be construed as affecting in any manner the deter- 
mination of applicant’s service area under section 7 (f) of the Natural Gas 
Act; 

(D) This certificate shall be effective as long as applicant continues the 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act, as amended, and any pertinent rules, regulations or orders hereto- 
fore or hereafter issued by the Commission ; 

(E) Appropriate evidence of the issuance of this certificate shall be furn- 
ished to applicant. 


Order issuing certificate of public convenience and necessity 
Cities Service Gas Company 
(Docket No. G-—298) 


December 28, 1943 


Cities Service Gas Company, a Delaware corporation having its principal 
place of business at Bartlesville, Oklahoma, filed its application on May 6, 
1942, and amendment thereto on April 5, 1943, for a certificate of public con- 
venience and necessity pursuant to section 7 (c) of the Natural Gas Act, as 
amended, authorizing the continuation of the operations, subject to the Com- 
mission’s jurisdiction, in which it has been bona fide engaged on February 7 


‘, 
1942, and subsequent thereto. 


It appears to the Commission that : 

(a) Cities Service Gas Company (hereinafter referred to as “applicant’’) 
owns and operates, among other facilities, an integrated natural-gas pipeline 
system extending into and through the States of Texas, Oklahoma, Kansas, 
Missouri and Nebraska, consisting of approximately 4,350 miles of pipeline 
ranging in size from 2 inches to 24 inches in diameter. Among other opera- 
tions, applicant produces natural gas in Texas, Kansas, and Oklahoma and 
purchases natural gas in Kansas, Oklahoma, and Missouri which it transports 
through its transmission mains from the states in which the gas is produced 
and purchased through or into other states, and sells such gas for resale for 
ultimate public consumption for domestic, commercial, industrial, or other use 
in Oklahoma, Missouri, Kansas, and Nebraska. In the above-described opera- 
tions, the interstate flow of natural gas is continuous and uninterrupted and 
such operations constitute an established course of business ; 

(b) Appropriate notice of the application has been duly given and published 


in Volume 7, Federal Register, pages 4003-4011, and no protest has been filed 
thereto ; 
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The Commission finds that: 

(1) Applicant is engaged in the transportation of natural gas in interstate 
commerce and in the sale in interstate commerce of natural gas for resale 
for ultimate public consumption for domestic, commercial, industrial and 
other uses, and is a “natural- gas company” within the meaning of the Natural 
Gas Act; 

(2) On February 7, 1942, applicant was bona fide engaged in the transporta- 
tion and sale of natural gas for resale subject to the jurisdiction of this Com- 
mission, over routes and in the manner described in its application and ex- 
hibits attached thereto, and has so operated since that time; 

(3) The application was duly made to the Commission within ninety 
days after February 7, 1942 (the effective date of section 7 (c) amended), 
and complies with the Commission’s regulations as to form and content; 

The Commission, therefore, orders that: 

(A) A certificate of public convenience and necessity be and it hereby is 
issued to Cities Service Gas Company authorizing its continued operation of 
its facilities, which were in bona fide operation on February 7, 1942, and 
have been so operated since then, as described in its application, as amended, 
for the transportation and sale of natural gas, subject to the jurisdiction of 
this Commission ; 

(B) This certificate shall not be transferable, and its issuance is without 
prejudice to the authority of this Commission, or any other regulatory body, 
with respect to rates, service, accounts, valuation, estimate or determination 
of cost, or any other matter whatsoever now pending or which may come be- 
fore this Commission, or such other regulatory body, and nothing herein shall 
be construed as an acquiescence by this Commission in any estimate or deter- 
mination of cost, or any valuation of property claimed or asserted ; 

(C) Nothing herein is to be construed as affecting in any manner the deter- 
mination of applicant’s service area under section 7(f) of the Natural Gas 
Act; 

(D) This certificate shall be effective as long as applicant continues the 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act, as amended, and any pertinent rules, regulations or orders hereto- 
fore or hereafter issued by the Commission ; 

(E) Nothing herein is to be construed as in any manner changing or affect- 
ing the Commission’s opinion and interim order reducing rates entered July 28, 
1943, in docket No. G-141, 3 F. P. C. 459, 50 P. U. R. (N. S.) 65, or in any 
manner relieving applicant from filing new rate schedules in conformity there- 
with. 


(F) Appropriate evidence of the issuance of this certificate shall be fur- 
nished to applicant. 


Order issuing certificate of public convenience and necessity 
Cumberland and Allegheny Gas Company 
(Docket No. G-387) 
December 28, 1943 


Cumberland and Allegheny Gas Company, a West Virginia corporation au- 
thorized to do business in the State of Maryland and having its principal place 
of business at Pittsburgh, Pennsylvania, hereinafter referred to as “applicant,” 
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made its application on May 8, 1942, and filed an amendment thereto on 
April 3, 1943, for a certificate of public convenience and necessity pursuant to 
section 7 (c) of the Natural Gas Act, as amended, authorizing the continua- 
tion of the operations, subject to the Commission’s jurisdiction, in which it 
has been bona fide engaged on February 7, 1942, and subsequent thereto. 

It appears to the Commission that: 

(a) Applicant owns and operates, among other facilities, a natural-gas 
transmission pipe line commencing in Lewis County, West Virginia, and ex- 
tending in a general northeasterly direction across the West Virginia-Mary- 
land State boundary to the Maryland-Pennsylvania State boundary, with nu- 
merous branch transmission lines extending therefrom. Among other opera- 
tions, applicant transports natural gas, produced and purchased by it in West 
Virginia, to points within Maryland, where it is sold for ultimate public con- 
sumption, and to points on the Maryland-Pennsylvania State line, where ap- 
plicant delivers and sells such gas to The Manufacturers Light and Heat 
Company for transportation to, and resale for ultimate public consumption 
in Pennsylvania and Ohio for domestic, commercial, industrial and other use. 

In the above-described operations, the flow of natural gas from West Vir- 
ginia to the points of distribution in other States, is continuous and unin- 
terrupted, and such operations constitute an established course of business ; 

(b) Appropriate notice of the application has been duly given and published 
in Volume 7, Federal Register, pages 4003-4011, and no protest has been filed 
thereto ; 

The Commission finds that: 

(1) Applicant is engaged in the transportation of natural gas in interstate 
commerce and in the sale in interstate commerce of natural gas for resale 
for ultimate public consumption for domestic, commercial, industrial and 
other use, and is a “natural-gas company” within the meaning of the Natural 
Gas Act; 

(2) On February 7, 1942, applicant was bona fide engaged in transporta- 
tion and sale of natural gas for resale, subject to the jurisdiction of this 
Commission, over routes and in the manner described in its application as 
amended and exhibits attached thereto, and has so operated since that time; 

(8) The application was duly made to this Commission within ninety days 
after February 7, 1942 (the effective date of section 7 (c) amended), and 
complies with the Commission’s regulations as to form and content; 

The Commission, therefore, orders that: 

(A) A certificate of public convenience and necessity be and it hereby is 
issued to Cumberland and Allegheny Gas Company authorizing its continued 
operation of its facilities, which were in bona fide operation on February 7, 
1942, and have been so operated since then, as described in its application, as 
amended, for the transportation and sale of natural gas, subject to the juris- 
diction of this Commission ; 

(B) This certificate shall not be transferable, and its issuance is without 
prejudice to the authority of this Commission, or any other regulatory body, 
with respect to rates, service, accounts, valuation, estimate or determination 
of cost, or any other matter whatsoever now pending or which may come before 
this Commission, or such other regulatory body, and nothing herein shall be 
construed as an acquiescence by this Commission in any estimate or deter- 
mination of cost, or any valuation of property claimed or asserted ; 

(C) Nothing herein is to be construed as affecting in any manner the deter- 
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mination of applicant’s service area under section 7 (f) of the Natural Gas 
Act; 

(D) This certificate shall be effective as long as applicant continues the 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act, as amended, and any pertinent rules, regulations or orders hereto- 
fore or hereafter issued by the Commission ; 


(E) Appropriate evidence of the issuance of this certificate shall be furn- 
ished to applicant. 


Order to show cause and fixing date of hearing 
The Montana Power Company 
(Docket No. IT-5825) 
December 28, 1943 


It appearing to the Commission that: 

(a) On August 1, 1940, The Montana Power Company filed its purported 
reclassification and original cost studies pursuant to electric plant accounts 
instruction 2-D of the Commission’s Uniform System of Accounts Prescribed 
for Public Utilities and Licensees, effective January 1, 1937, and the Com- 
mission’s order of May 11, 1987, pertaining thereto ; 

(b) The staff of this Commission made a field examination of the com- 
pany’s studies and submitted a report to the Commission covering such exam- 
ination entitled, “The Montana Power Company, Butte, Montana, Report on the 
Reclassification and Original Cost Studies of Electric Plant as at January 1, 
1937” ; 

(c) On February 5, 1948, the report of the staff was transmitted to the 
company together with a request that it make the accounting adjustments 
indicated in such report; submit copies of the entries effecting these adjust- 
ments; dispose of certain amounts established by the staff in Account 107, 
electric plant adjustments, in the manner proposed by the staff; submit plans 
for the disposition of certain other amounts established by the staff in Account 
107, electric plant adjustments, and Account 108.15, common utility plant 
acquisition adjustments; and prepare certain additional studies as recom- 
mended in that report ; 

(d) On June 9, 1948, the company submitted revised reclassification and 
original cost studies to the Commission together with a response to the recom- 
mendations contained in the report of the staff; 

(e) In its report, the staff of the Commission proposed the classification of 
(1) $2,707,690.26 in Account 108.15, common utility plant acquisition adjust- 
ments, pending disposition, (2) a net amount of $50,632,841.26 in Account 107, 
electric plant adjustments, pending disposition, and (3) $4,031,252.69 in Ac- 
count 100.6, electric plant in process of reclassification, pending further 
studies by the company’; 

(f) In its revised studies, the company has concurred in the aforesaid 
classification of $2,707,690.26 in Account 108.15 and proposes the classification 
of the $54,664,093.95, proposed by the staff for classification in Accounts 107 
and 100.6 as stated in paragraph (e), above, in the following accounts: 


1The staff of the Commission also proposed that $54,296,108.91 be classified in Account 
100.1, electric plant in service. 
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Organization a ome’ : g ra $38,610.41 
Land and land rights ~__-.___-__- saan ; 37,670,331.22 


Structures and improvements - ; nde 18,911.05 
Electric plant acquisition ~.______ aden ‘ 14,144,405.63 


Adjustments 
Electric plant adjustments __~ : 2,439,622.86 
Materials and supplies _- 4 : ores: 10,266.14 
Capital stock expense ____- i 341,946.64 


Total po nd signs Sieben ; . 54,664,093.95 


(g) Montana proposes to dispose of the $2,707,690.26 classified in Account 
108.15 by “(1) charges to the applicable depreciation and amortization reserves 
upon the retirement of the depreciable property, i. e., the proportional amount 
associated with units of property retired from service from time to time will 
be added to the original cost of such units when retired, and the total of 
such amounts will be charged against the applicable reserves, and (2) the re- 
tention of any remaining amount until such time as (a) the cCisposal, by sale 
or otherwise, of the utility service with which the amount is identifiable, or 
(b) the amount ceases to have value”; to classify and retain $9,270,780.72 
of the $14,144,405.63 included by Montana in Account 100.5, electric plant 
acquisition adjustments, under a subaccount designated as Account 320, land 
and land rights, and dispose of the remainder of $4,873,624.91 in the same man- 
ner as that proposed for the amount of $2,707,690.2€ classified in Account 
108.15, common utility plant acquisition adjustments; to dispose of the $2,- 
439,622.86 it has classified in Account 107 by a charge to Account 271, earned 
surplus; and to retain all other amounts in the accounts described in paragraph 
(f) hereof; 

(h) On May 4, 1943, the Commission entered an order granting the com- 
pany’s petition to take depositions to perpetuate the testimony of C. F. 
Kelley and W. D. Thornton, and pursuant to that order their testimony on 
direct examination has been taken and completed, but counsel for the Com- 
mission has not completed cross-examination, and by order of November 16, 
1943, the Commission authorized counsel for the Commission to defer comple- 
tion of cross-examination until January 5, 1944; 

The Commission finds that: 

It is appropriate to carry out the provisions of the Federal Power Act that 
a public hearing be held for the purpose of determining the appropriate dis- 
position of $2,707,690.26 classified in Account 108.15, and the appropriate 
classification and disposition of the $54,664,093.95, as hereinafter provided; 

The Commission orders that: 

(A) A public hearing be held commencing on January 31, 1944, at 9:45 a.m. 
(e.w.t.) in the Commission’s Hearing Room at 1800 Pennsylvania Avenue, 
N. W., Washington, D. C., and at such hearing The Montana Power Company 
show cause, if any there be, why the Commission should not by order find, 
determine and direct that Montana: 

(1) Dispose of the $2,707,690.26 classified by it in Account 108.15, common 
utility plant acquisiton adjustments, in accordance with the evidence adduced 
at the hearing respecting the appropriate method of disposition thereof; 

(2) Classify the $50,632,841.26 in Account 107, electric plant adjustments, 
in accordance with the recommendations of the staff report ; 

(3) Dispose of the $50,632,841.26 in accordance with such plan as the Com- 
mission shall approve or prescribe; 

(4) Prepare additional studies with respect to $4,031,252.69 for the purpose 
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of determining the appropriate classification and disposition of this amount 
in accordance with the requirements of the Commission’s Uniform System of 
Accounts ; 

(B) At said hearing, Montana submit plans for the disposition of any and 
all amounts proposed for classification in Account 100.5, electric plant ac- 
quisition adjustments, Account 107, electric plant adjustments, and Account: 
108.15, common utility plant acquisition adjustments ; 

(C) Upon motion and subject to the determination of any objection which 
may properly be maintained thereto, the portion of the testimony of C. F. 
Kelley and W. D. Thornton heretofore taken on deposition may physically 
be incorporated in the record of the hearing, upon completion of cross-exami- 
nation of said C. F. Kelley and W. D. Thornton, the time for which is hereby 
further extended until the hearing in this matter is concluded ; 

(D) Nothing in paragraph (C) of this order shall be taken as a ruling by 
the Commission as to the materiality, relevancy or competency of any testi- 
mony of C. F. Kelley and W. D. Thornton ; 

(E) The Board of Railroad Commissioners of the State of Montana and the 
Idaho Public Utilities Commission may participate in the hearing as provided 
in Part 39, section 39.4 of this Commission’s Rules of Practice and Regulations 
prescribed pursuant to the provisions of the Federal Power Act. 


Order issuing certificate of public convenience and necessity 
Kentucky West Virginia Gas Company 
(Docket No. G-272) 
January 4, 1944 


Kentucky West Virginia Gas Company, a West Virginia corporation operat- 
ing in the States of West Virginia and Kentucky and having its principal place 
of business at Ashland, Kentucky, hereinafter referred to as “applicant,” filed 
its application on May 4, 1942, and amendments thereto on May 138, 1942 and 
March 30, 1943, for a certificate of public convenience and necessity pursuant 
to section 7 (c) of the Natural Gas Act, as amended, authorizing the con- 
tinuation of the operations, subject to the Commission’s jurisdiction, in which 
it has been bona fide engaged on February 7, 1942, and subsequent thereto. 

It appears to the Commission that: 

(a) Applicant owns and operates, among other facilities, natural-gas trans- 
mission pipe lines in eastern Kentucky. Among other operations, applicant trans- 
ports natural gas, produced and purchased by it in Kentucky, to points along 
its transmission lines, where it sells the same to Pittsburgh and West Virginia 
Gas Company for resale (under an exchange agreement) to United Fuel Gas 
Company, such gas being transported by Warfield Natural Gas Company to 
the Kentucky-West Virginia State line where it is delivered to United Fuel 
Gas Company, which in turn transports and sells the same for ultimate public 
consumption in West Virginia and other States for domestic, commercial, in- 
dustrial and other use. In the above-described operations, the flow of natural 
gas from Kentucky to the points of distribution in other States is continuous 
and uninterrupted, and such operations constitute an. established course of 
business ; 

(b) Appropriate notice of the application has been duly given and published 
in Volume 7, Federal Register, pages 4003-4011, and no protest has been filed 
thereto ; 
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The Commission finds that: 


(1) Applicant is engaged in the transportation of natural gas in interstate 
commerce and in the sale in interstate commerce of natural gas for resale 
for ultimate public consumption for domestic, commercial, industrial and other 
use, and is a “natural-gas company” within the meaning of the Natural Gas 
Act; 

(2) On February 7, 1942, applicant was bona fide engaged in transportation 
and sale of natural gas for resale, subject to the jurisdiction of this Com- 
mission, over routes and in the manner described in its application, as amended 
and exhibits attached thereto, and has so operated since that time; 

(3) The application was duly made to the Commission within ninety days 
after February 7, 1942 (the effective date of section 7 (c) amended), and 
complies with the Commission’s regulations as to form and content; 

The Commission, therefore, orders that: 

(A) A certificate of public convenience and necessity be and it hereby is 
issued to Kentucky West Virginia Gas Company authorizing its continued 
operation of its facilities, which were in bona fide operation on February 7, 
1942, and have been so operated since then, as described in its application, as 
amended, for the transportation and sale of natural gas, subject to the juris- 
diction of this Commission ; 

(B) This certificate shall not be transferable, and its issuance is without 
prejudice to the authority of this Commission, or any other regulatory body, 
with respect to rates, service, accounts, valuation, estimate or determination 
of cost, or any other matter whatsoever now pending or which may come be- 
fore this Commission, or such other regulatory body, and nothing herein shall 
be construed as an acquiescence by this Commission in any estimate or deter- 
mination of cost, or any valuation of property claimed or asserted ; 

(C) Nothing herein is to be construed as affecting in any manner the deter- 
mination of applicant’s service area under section 7 (f) of the Natural Gas 
Act: 

(D) This certificate shall be effective as long as applicant continues the 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act, as amended, and any pertinent rules, regulations or orders hereto- 
fore or hereafter issued by the Commission ; 


(E) Appropriate evidence of the issuance of this certificate shall be fur- 
nished to applicant. 


Order issuing certificate of public convenience and necessity 
Consolidated Gas Utilities Corporation 
(Docket No. G-365) 
January 4, 1944 


Consolidated Gas Utilities Corporation, a Delaware corporation having its 
principal place of business at Oklahoma City, Oklahoma, filed its application 
on May 8, 1942, and amendment thereto on January 28, 1943, for a certificate 
of public convenience and necessity pursuant to section 7 (c) of the Natural 
Gas Act, as amended, authorizing the continuation of the operations, subject 
to the Commission’s jurisdiction, in which it has been bona fide engaged on 
February 7, 1942, and subsequent thereto. 

It appears to the Commission that: , 

(a) Consolidated Gas Utilities Corporation (hereinafter referred to as “ap- 
plicant®) owns and operates, among other facilities, a natural-gas pipeline 
system extending from a point in Wheeler County, Texas, in a northeasterly 
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direction through Oklahoma and Kansas to Lyons, Kansas. Among other 
operations, applicant produces and purchases natural gas in Texas, Oklahoma 
and Kansas which it transports through its transmission mains from the 
States in which the gas is produced and purchased through or into other 
States, and sells such gas for resale for ultimate public consumption for do- 
mestic, commercial, industrial and other use in Oklahoma and Kansas. Appli- 
cant also owns and operates a natural-gas pipeline system extending from 
Humboldt, Kansas, to Sycamore, Kansas, by means of which natural gas pro- 
duced outside the State of Kansas is transported and.sold by applicant for 
resale for ultimate public consumption for domestic, commercial, industrial 
and other use in Kansas. In the above-described operations the flow of gas 
from the States of production to the points of distribution in other States is 
continuous and uninterrupted, and such operations constitute an established 
course of business ; 

(b) Appropriate notice of the application has been duly given and published 


in Volume 7 of the Federal Register, page 4005, and no protest has been filed 
thereto ; 


The Commission finds that: 

(1) Applicant is engaged in the transportation of natural gas in interstate 
commerce and in the sale of natural gas in interstate commerce for resale for 
ultimate public consumption for domestic, commercial, industrial and other 
use, and is a “natural-gas company” within the meaning of the Natural Gas 
Act; 

(2) On February 7, 1942, applicant was bona fide engaged in the transporta- 
tion and sale of natural gas for resale, subject to the jurisdiction of this Com- 
mission, over routes and in the manner described in its application as amended 
and exhibits attached thereto, and has so operated since that time; 

(3) The application was duly made to the Commission within ninety days 
after February 7, 1942 (the effective date of section 7 (c) amended), and 
complies with the Commission’s regulations as to form and content: 

The Commission, therefore, orders that: 

(A) A certificate of public convenience and necessity be and it hereby is 
issued to Consolidated Gas Utilities Corporation authorizing its continued 
operation of its facilities, which were in bona fide operation on February 7, 
1942, and have been so operated since then, as described in its application, as 
amended, for the transportation and sale of natural gas, subject to the 
jurisdiction of this Commission : 

(B) This certificate shall not be transferable, and its issuance is without 
prejudice to the authority of this Commission, or any other regulatory body, 
with respect to rates, service, accounts, valuation, estimate or determination 
of cost, or any other matter whatsoever now pending or which may come be- 
fore this Commission, or such other regulatory body, and nothing herein shall 
be construed as an acquiescence by this Commission in any estimate or deter- 
mination of cost, or any valuation of property claimed or asserted ; 

(C) Nothing herein is to be construed as affecting in any manner the deter- 
mination of applicant’s service area under section 7 (f) of the Natural Gas 
Act; 

(D) This certificate shall be effective as long as applicant continues the 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act, as amended, and any pertinent rules, regulations or orders hereto- 
fore or hereafter issued by the Commission ; 


(E) Appropriate evidence of the issuance of this certificate shall he furn- 
ished to applicant. 





APPENDIX—ORDERS 


Order issuing certificate of public convenience and necessity 
Pittsburgh and West Virginia Gas Company 
(Docket No. G—278) 

January 4, 1944 


Pittsburgh and West Virginia Gas Company, a West Virginia corporation 
having its principal place of business at Pittsburgh, Pennsylvania, hereinafter 
referred to as “applicant,” filed its application on May 4, 1942, and amend- 
ments thereto on May 13, 1942, and June 16, 1943, for a certificate of public 
convenience and necessity pursuant to section 7 (c) of the Natural Gas Act, 
as amended, authorizing the continuation of the operations, subject to the 
Commission’s jurisdiction, in which it has been bona fide engaged on February 
7, 1942, and subsequent thereto; 

It appears to the Commission that: 

(a) Applicant owns and operates, among other facilities, natural-gas trans- 
mission pipe lines in West Virginia, commencing in central’ West Virginia and 
extending in a general northerly direction to six points on the West Virginia- 
Pennsylvania State line, near Blacksville, Monongalia County, West Virginia, 
and Littleton, Wetzel County, West Virginia. Among other operations, appli- 
cant transports natural gas, produced and purchased by it in West Virginia, 
to the aforesaid points on the West Virginia-Pennsylvania State line, where 
it delivers and sells the same to Equitable Gas Company for transportation to, 
and resale for ultimate public consumption in Pennsylvania for domestic, 
commercial, industrial and other use. In the above-described operations, the 
flow of natural gas from West Virginia to the points of distribution in Penn- 
sylvania is continuous and uninterrupted, and such operations constitute an 
established course of business ; 

(b) Appropriate notice of the application has been duly given and published 
in Volume 7, Federal Register, pages 4003-4011, and no protest has been filed 
thereto ; 

The Commission finds that: . 

(1) Applicant is engaged in the transportation of natural gas in interstate 
commerce and in the sale in interstate commerce of natural gas for resale for 
ultimate public consumption for domestic, commercial, industrial and other 
use, and is a “natural-gas company” within the meaning of the Natural Gas 
Act; 

(2) On February 7, 1942, applicant was bona fide engaged in transportation 
and sale of natural gas for resale, subject to the jurisdiction of this Commis- 
sion, over routes and in the manner described in its application as amended 
and exhibits attached thereto, and has so operated since that time; 

(3) The application was duly made to the Commission within ninety days 
after February 7, 1942 (the effective date of section 7 (c) amended), and 
complies with the Commission’s regulations as to form and content ; 

The Commission, therefore, orders that: 

(A) A certificate of public convenience and necessity be and it hereby is 
issued to Pittsburgh and West Virginia Gas Company authorizing its con- 
tinued operation of its facilities which were in bona fide operation on February 
7, 1942, and have been so operated since then, as described in its application, as 
amended, for the transportation and sale of natural gas, subject to the juris- 
diction of this Commission ; 

(B) This certificate shall not be transferable, and its issuance is without 
prejudice to the authority of this Commission, or any other regulatory body, 
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with respect to rates, service, accounts, valuation, estimate or determination 
of cost, or any other matter whatsoever now pending or which may come be- 
fore this Commission, or such other regulatory body, and nothing herein shall 
be construed as an acquiescence by this Commission in any estimate or deter- 
mination of cost, or any valuation of property claimed or asserted ; 

(C) Nothing herein is to be construed as affecting in any manner the 
determination of applicant’s service area under section 7 (f) of the Natural 
Gas Act; 

(D) This certificate shall be effective as long as applicant continues the 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act, as amended, and any pertinent rules, regulations or orders hereto- 
fore or hereafter issued by the Commission ; 


(E) Appropriate evidence of the issuance of this certificate shall be furn- 
ished to applicant. 


Order issuing certificate of public convenience and necessity 
authorizing acquisition and operation of facilities 


Northern Natural Gas Company 
(Docket No. G—480) 
January 6, 1944 


It appearing to the Commission that: 
(a) On June 25, 1943, Northern Natural Gas Company (hereinafter some- 
times referred to as “applicant”) filed an application for a certificate of pub- 
lic convenience and necessity, pursuant to section 7 of the Natural Gas Act, 
as amended, authorizing it to acquire and operate all the natural-gas trans- 
mission lines, gathering lines, town-border stations, and certain appurtenant 
properties, owned and operated by its wholly-owned subsidiary, Argus Natural 
Gas Company, Inc. (hereinafter sometimes referred to as “Argus”), located 
in southwestern Kansas, as more fully described in the application; 

(b) This matter was set for public hearing by order dated June 29, 1948, 
and appropriate notice thereof was duly given, including publication of such 
order in the Federal Register on July 2, 1948 (Volume 8, Federal Register, 
page 9088), and transmission thereof by registered mail to the Governors and 
the regulatory Commissions of the States of Oklahoma, Kansas, Nebraska, 
Iowa, Minnesota, South Dakota, and Texas. Such public hearing was held 
on July 16 and 17, 1948; 

(c) The facilities proposed to be acquired and operated by applicant are 
used by Argus for the transportation of natural gas from wells in the Hugoton 
gas field in Kansas and the sale of such gas in interstate commerce to appli- 
eant for resale for ultimate public consumption in Nebraska, Iowa, Minnesota, 
and South Dakota, and for supplying natural gas to the distribution systems of 
Argus located in Cimarron, Copeland, Dodge City, Elkhart, Ensign, Fowler, 
Garden City, Hugoton, Meade, Montezuma, Moscow, Plains, Rolla, Satanta 
and Sublette, and certain industrial and main line customers, all located in 
Kansas. Of its local 1942 sales, aggregating approximately 5% million M.c.f., 
Argus sold approximately 314 million M.c.f. to applicant at wholesale in inter- 
state commerce and the balance of approximately 2 million M.c.f. at retail to 
its own customers in Kansas; 

(d) Applicant proposes to continue to perform the service heretofore rend- 
ered through the facilities to be acquired, including delivery and sale of 
natural gas at wholesale to the distribution systems and industrial and main 
line customers of Argus, the latter company retaining ownership and operation 
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of such distribution systems and facilitiés used to serve the industrial and 
main line customers ; 

(e) The consideration to be paid by applicant for the facilities to be ac- 
quired is the net book value thereof, estimated to be $765,792.50 as of Decem- 
ber 31, 1943, to be paid by applicant returning to Argus its 444% notes in the 
amount of $700,000, receipted as paid in full, and the remainder in cash. The 
transaction will not require any outside financing. Applicant asserts that the 
book cost of the facilities is substantially equal to the original cost thereof ; 

(f) On December 31, 1988, Argus was granted a certificate of convenience 
and authority by the State Corporation Commission of Kansas to transact 
the business of a Public (Gas) Utility in the State of Kansas; 

(g) On July 8, 1943, Argus filed with the State Corporation Commission 
of Kansas, in a proceeding styled, Jn the Matter of Argus Natural Gas Com- 
pany, Inc., docket No. 25,843-U, an application for permission to cease operat- 
ing the facilities proposed to be acquired by Northern Natural Gas Company. 
Final action upon such application has not yet been taken by that Commission ; 

(h) The Securities and Exchange Commission, in findings and opinion dated 
November 23, 1943 (Holding Company Act Release No. 4708) Jn the Matter of 
Northern Natural Gas Company and Argus Natural Gas Company, Inc., File 
No. 70-782, has granted and permitted applications and declarations, as 
amended, filed before that Commission pursuant to the Public Utility Holding 
Company Act of 1935, by Northern and Argus concerning this transaction “to 
become effective forthwith, subject to compliance with all applicable orders 
or requirements of the Federal Power Commission and the State Corporation 
Commission of Kansas and the terms and conditions prescribed by. [S.E.C.] 
Rule U-24;” 

(i) Applicant proposes to charge town-border rates to Argus which are de- 
signed to enable Argus to continue in effect the present rates to its customers. 
No increases in rates are contemplated by reason of the proposed acquisition ; 

(j) The facilities proposed to be acquired are required by applicant among 
other things, for the purpose of delivering gas from wells connected thereto 
and from its approximately 114,000 acres of gas lands and gas leases in the 
Hugoton gas field located immediately adjacent to or in close proximity to 
such facilities, into the interstate transmission pipeline system of applicant; 

(k) Applicant is financially able to acquire and operate the facilities of 
Argus, as proposed, and its gas reserves are adequate to meet the require- 
ments resulting from the operation of such facilities ; 

The Commission, having considered the application and the record thereon 
with respect to the matters involved and the issues presented, finds that: 

(1) Applicant is a corporation organized and existing under the laws of 
Delaware, authorized to do business as a foreign corporation in the States of 
Texas, Oklahoma, Kansas, Nebraska, Iowa, Minnesota, and South Dakota, and 
having its principal place of business in Omaha, Nebraska ; 

(2) Among other facilities and operations, applicant owns and operates a 
natural-gas transmission pipeline system originating in the northern or “Pan- 
handle” section of Texas and extending through Oklahoma, Kansas, Nebraska 
and Iowa and into South Dakota and Minnesota, and is engaged in producing 
and purchasing natural gas in the Panhandle gas field in Texas, and in the 
Hugoton and Otis fields in Kansas, and transporting such gas through its pipe- 
line system and selling the same in interstate commerce for resale for ultimate 
public consumption for domestic, commercial, industrial and other use, in 
Kansas, Nebraska, Iowa, Minnesota and South Dakota; 

(3) Applicant, being engaged in the transportation and sale of natural 
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gas in interstate commerce for resale for ultimate public consumption, is a 
natural-gas company within the meaning of the Natural Gas Act, as found 
by the Commission in its orders, among others, entered on April 6, 1943 Jn the 
Matter of Northern Natural Gas Company, docket No. G-280, 3 F. P. C. 967, 
and on October 26, 1943 Jn the Matters of Northern Natural Gas Company, 
dockets Nos. G-465 and G-476, supra, pp. 393, 394. 

(4) The property proposed to be acquired by applicant includes facilities 
which are and will be used for the transportation and sale in interstate com- 
merce of natural gas, subject to the jurisdiction of the Commission, as integral 
parts of applicant’s existing pipeline system, and the proposed acquisition and 
operation thereof by applicant are subject to the requirements of section 7 
(c) of the Natural Gas Act, as amended ; 

(5) Applicant is able and willing properly to do the acts and perform the 
service proposed and to conform to the provisions of the Natural Gas Act, 
as amended, and the requirements, rules and regulations of the Commission 
thereunder ; 

(6) The proposed acquisition and operation by applicant are and will be 
required by the present and future public convenience and necessity, and a 
certificate therefor should be granted as hereinafter ordered and conditioned ; 

Wherefore, the Commission orders that: 

(A) A certificate of public convenience and necessity be and it hereby is 
issued authorizing applicant to acquire and operate. the facilities of Argus 
Natural Gas Company, Inc., referred to in paragraph (a), above, and more 
fully described in the application, for the transportation and sale of natural 
gas, subject to the jurisdiction of the Commission, upon the terms and condi- 
tions of this order ; 

(B) This order is without prejudice to the proceeding now pending before 
the Kansas State Corporation Commission styled, Jn the Matter of Argus 
Natural Gas Company, Inc., docket No. 25,843-U ; 

(C) This certificate is conditioned upon the proposed acquisition of facilities 
being consummated within 90 days after the date of this order ; 

(D) Applicant shall report to the Commission under oath, within ten days 
after the acquisition of the facilities, the fact of such acquisition and the 
terms and conditions thereof, and within six months from the date of con- 
summation of the proposed acquisition shall file the appropriate accounting 
entries as required by the provisions of the Uniform System of Accounts for 
Natural Gas Companies ; . 

(E) This certificate shall not be transferable and is without prejudice to 
the authority of this Commission or any other regulatory body with respect 
to rates, service, accounts, valuation, estimate or determination of cost, or 
any other matter whatsoever now pending or which may come before this 
Commission or other regulatory body, and nothing herein shall be construed 
as an acquiescence by ‘this Commission in any estimate or determination of 
cost or any valuation of property claimed or asserted ; 

(F) Nothing herein is to be construed as affecting in any manner the deter- 
mination of the service area of applicant or of any other natural-gas company 
under section 7 (f) of the Natural Gas Act; 

(G) This certificate shall be effective as long as applicant continues the 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act, as amended, and any pertinent rules, regulations, or orders hereto- 
fore or hereafter:issued by the Commission ; 

(H) Appropriate evidence of the issuance of this certificate shall be furn- 
ished to applicant. 
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Order to shoic cause 
Copper District Power Company 
(Project No. 1864) 
January 11, 1944 


It appearing that: 

(a) On June 27, 1939, In the Matter of Copper District Power Company, 
docket No. DI-145, 1 F. P. C. 817, the Commission found that construction of 
the proposed project at Bond Falls on the Middle Branch of the Ontonagon 
River in Ontonagon County, Michigan, by Copper District Power Company, of 
Ontonagon, Michigan, would affect the interests of interstate and foreign 
commerce, would flood lands of the United States within the Ottawa National 
Forest, and would require a license under the provisions of the Federal Power’ 
Act; 

(b) On September 18, 1941, the company filed an application for license for 
a minor part of the completed Bond Falls project which has been in operation 
since 1938 and which has been designated as project No. 1864; 

(c) By order dated May 26, 1942, the Commission denied the said Septem- 
ber 18, 1941, application and ordered the company “to apply for a license for 
a complete project, including the dams, storage reservoirs, power house and 
other project works, constructed and proposed, which will provide for the 
comprehensive development of the Ontonagon River watershed” ; 

(d) On September 14, 1942, an application was filed for a license for a 
constructed major project consisting of that completed portion of the. Bond 
Falls project located at Bond Falls on the Middle Branch of the Ontonagon 
River in Ontonagon County, Michigan; the application was insufficient and, by 
letter dated November 25, 1942, the company was so informed and requested 
to amend the application to comply with the Commission’s May 26, 1942, 
order ; 

(e) By Commission letter dated February 27, 1943, the company was given 
detailed instructions concerning the form and contents of a proper application, 
which instructions were acknowledged by letter dated August 23, 19438; 

(f) By letter dated October 4, 1943, the company was informed that unless 
on or before October 31, 1943, the pending September 14, 1942, application was 
amended to comply with the Commission’s May 26, 1942, order, the matter 
would be brought before the Commission for further action; but nothing 
further has been heard from the company ; 

The Commission, upon consideration of the premises, finds that: 

In order to effectuate the provisions of the Federal Power Act, it is appro- 
priate to require the action hereinafter provided ; 

It is ordered that: 

On or before March 1, 1944, Copper District Power Company shall show 
cause, if any there be, under oath, why: 

(i) It should not amend and supplement the application filed September 
14, 1942, to include therein the complete project which it operates on the 
Ontonagon River and its branches, Ontonagon County, Michigan, including 
the dams, storage reservoirs, power house, and other project works, constructed 
and proposed, including the Victoria power plant, which will provide for the 
comprehensive development of the Ontonagon River watershed, and why it 
should not secure from the Commission appropriate authorization for the op- 
eration and maintenance of such hydroelectric facilities pursuant to the pro- 
visions of the Federal Power Act and the rules and regulations of the Com- 
mission thereunder ; or 
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(ii) The Commission should not make such order or orders as it may find 
appropriate, expedient and in the public interest to develop, conserve, and 
utilize the navigation and waterpower resources of the region in which the 
Ontonagon River and its branches are located, and to conserve and protect 
the interests of the United States. 


Order determining actual legitimate original cost of property changes 
and prescribing accounting therefor 


South Carolina Electric & Gas Company 
(Project No. 516) 
January 11, 1944 


South Carolina Electric & Gas Company, licensee, project No. 516, on De- 
cember 27, 1943, filed its formal acceptance of the statement of actual legiti- 
mate original cost of property changes in said project for the period July 1, 
1932, to December 31, 1938, and proposed accounting disposition thereof, which 
statement was submitted to licensee pursuant to the Commission’s order of 
October 5, 1948, in the above-entitled matter. 

Upon consideration thereof and of the entire record, the Commission finds: 

The actual legitimate original cost of such property changes, the amounts 
originally claimed by the licensee but not constituting part of such cost, and the 
accounts in which such items and amounts are to be entered, are as set forth 
in the aforesaid statement, to-wit: 
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Account 
number 


1922 | 1937 





I. aes) lant 
iscellaneous intangible capital $ (3,065.41) 
Total intangible plant $ (3,065.41) 
II. Production plant : 
Land and land rights 30,513.25 
Structures and improvements 15,623.06 
Reservoirs, dams and waterways 92,740.57 
Roads, railroads and bridges (228.63) 
Water wheels, turbines and 
generators 1,028.90 
Accessory electric (1,187.70) 
Miscellaneous power pla 
equipment 
Total production plant 138,603.70 
IlI. Transmission plant : 
Station equipment 
Total transmission plant 141.10 
V. General plant : 
Office furniture and equipment 
Shop equipment 
Transportation equipment 
Communication equipment 
Miscellaneous equipment 
Laboratory equipment in 
Rotel guasal plant (96,052.64) 
Undistributed items : 
Engineering and superintendence 
Law expenditures 
Injuries and damages 





3,139.51 

Miscellaneous construction 

expenditures 54,120.76 
Total undistributed items 61,792.65 
To. goat of project property 

chan 101,419.40 
Other nysicail property 4,126.33 
Capita 10,385.42 
Earned a 49,298.58 
Amount of claim disallowed 63,810.33 


Total claimed by licensee 165,229.73 





( ) Denotes red figure. 


The Commission orders that: 

(A) The licensee establish and maintain control accounts with reference 
to this project showing a total debit balance in its fixed capital accounts of 
$101,419.40 as the actual legitimate original cost of property changes in this 
project for the period from July 1, 1982, to December 31, 1988, both inclusive; 

(B) The amount of: $4,126.33 is disallowed as a project cost and the licensee 
shall charge the same to balance sheet account 110, other physical property ; 

(C) The amount of $10,385.42 is disallowed as a project cost and the licen- 
see shall charge the same to balance sheet account 270, capital surplus; 

(D) The amount of $49,298.58 is disallowed as a project cost and the licen- 
see shall charge the same to balance sheet Account 271, earned surplus; 

(E) Licensee establish and maintain subsidiary ledger sheets or accounts 
showing and substantiating all items in such control accounts and classifying 
the total for fixed capital in appropriate detail ; 

(F) Within ninety (90) days of service of this order, the licensee comply 
therewith and execute and submit to this Commission FPC Form No. 7 (old 
FPC Form No. 76) showing such compliance. 
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Order issuing certificate of public convenience und necessity 
El Paso Natural Gas Company 
(Docket No. G—288) 
January 11, 1944 


El Paso Natural Gas Company, a Delaware corporation having its principal 
place of business at El] Paso, Texas, filed its application on May 5, 1942, for 
a certificate of public convenience and necessity pursuant to section 7 (c) of 
the Natural Gas Act, as amended, authorizing the continuation of the opera- 
tions, subject to the Commission’s jurisdiction, in which it has been bona 
fide engaged on February 7, 1942, and subsequent thereto. 

It appears to the Commission that: 

(a) El Paso Natural Gas Company (hereinafter referred to as “applicant’”’), 
owns and operates, among other facilities, an integrated natural gas pipe-line 
system in Texas, Arizona, and New Mexico, and engages in the purchase, 
transportation and sale of natural gas. Among other operations, applicant 
purchases natural gas, which is produced in New Mexico, transports such gas 
through its transmission mains extending from Lea: County, New Mexico, 
through Texas, New Mexico and Arizona, respectively, and delivers and sells 
the same for resale for ultimate public consumption for domestic, commercial, 
industrial and other use in those States. In the above-described operations, the 
flow of natural gas from New Mexico to points of distribution in Texas, New 
Mexico and Arizona is continuous and uninterrupted, and such operations 
constitute an established course of business ; 

(b). Appropriate notice of the application has been duly given and published 
in Volume 7, Federal Register, page 4005, and no protest has been filed thereto; 

The Commission finds that: 

(1) Applicant is engaged in the transportation of natural gas in interstate 
commerce and in the sale in interstate commerce of natural gas for resale for 
ultimate public consumption for domestic, commercial, industrial and other 
use, and is a “natural-gas company” within the meaning of the Natural Gas 
Act ; 

(2) On February 7, 1942, applicant was bona fide engaged in transporta- 
tion and sale of natural gas for resale, subject to the jurisdiction of this Com- 
mission, over routes and in the manner described in its application and ex- 
hibits attached thereto, and has so operated since that time; 

(3) The application was duly made to the Commission within ninety days 
after February 7, 1942 (the effective date of section 7 (c) amended), and 
complies with the Commission’s regulations as to form and content ; 

The Commission, therefore, orders that: 

(A) A certificate of public convenience and necessity be and it hereby is 
issued to El Paso Natural Gas Company authorizing its continued operation 
of its facilities, which were in bona fide operation on February 7, 1942, and 
have been so operated since then, as described in its application and exhibits 
attached thereto, for the transportation and sale of natural gas, subject to 
the jurisdiction of this Commission ; 

(B) This certificate shall not be transferable, and its issuance is without 
prejudice to the authority of this Commission, or any other regulatory body, 
with respect to rates, service, accounts, valuation, estimate or determination 
of cost, or any other matter whatsoever now pending or which may come before 
this Commission, or such other regulatory body, and nothing herein shall be 
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construed aS an acquiescence by this Commission in any estimate or determina- 
tion of cost, or any valuation of property claimed or asserted ; 

(C) Nothing herein is to be construed as affecting in any manner the deter- 
mination of applicant’s service area under section 7 (f) of the Natural Gas 
Act; 

(D) This certificate shall be effective as long as applicant continues the 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act, as amended, and any pertinent rules, regulations or orders heretofore 
or hereafter issued by the Commission ; 

(E) Appropriate evidence of the issuance of this certificate shall be furn- 
ished to applicant. 


Order approving disposition of amounts in common utility plant acquisition 
adjustments account and plant adjustments accounts 


Public Service Company of Indiana, Inc. 
(Docket No. IT-5869) 
January 11, 1944 


It appearing to the Commission that: 

(a) On April 28, 1942 the Commission entered an order permitting Public 
Service Company of Indiana, Inc., Indianapolis, Indiana, (hereinafter some- 
times referred to as “Public Service”) to file with the Commission reclassifi- 
cation and original cost studies with respect to its total utility properties as 
of August 31, 1941, reflecting the consolidation as of that date of the prop- 
erties of Public Service Company of Indiana, Central Indiana Power Com- 
pany, Northern Indiana Power Company, Terre Haute Electric Company, Inc., 
and Dresser Power Corporation, constituent corporations ; 

(b) On October 6, 1943, Public Service filed its reclassification and original 
cost studies of electric, gas and common utility plant as of August 31, 1941, 
with this Commission, pursuant to electric plant accounts instruction 2—D of 
the Commission’s Uniform System of Accounts Prescribed for Public Utilities 
and Licensees and its orders of May 11, 1987, and April 28, 1942, pertaining 
thereto ; 

(c) Prior to the filing by Public Service of the above mentioned reclassifi- 
cation and original cost studies the staff of this Commission, in cooperation 
with the staff of the Public Service Commission of Indiana, made a field 
examination of the plant accounts of Public Service and the studies, as filed, 
reflect the conclusions and recommendations of the Commission staffs; 

(d) Public Service in its studies established $8,856,889.11 in common utility 
plant acquisition adjustments account ; 

(e) Public Service in its studies established $6,012,962.59 in plant adjust- 
ments accounts, consisting of: $1,514,849, electric plant adjustments; $83,- 
328.28 (credit), gas plant adjustments (excess principally of recorded retire- 
ments of gas plants over original cost of such retirements); $4,350,526.10, 
common plant adjustments; and $230,915.77, other utility departments ad- 
justments ; 

(f) Public Service peoposes to dispose of the amount classified to common 
utility plant acquisition adjustments account as follows: 


Description of item and proposed adjustments imount 
Plant acquisition adjustments (Common utility) : 
Remaining excess of purchase cost over original cost of util- 


679357—46—34 
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ity properties acquired, as of August 31, 1941_______________ $8,856,889.11 
Less: Amount written off in December 1941 to special reserve 

created from surplus at the direction of Securities and Ex- 

change Commission in connection with the consolidation of 

Ie I Blaser cpcitita tein csantntinaiancec etic pilcaitaite iil onic 408,429.5 
Remaining amount to be amortized over a period of not ~~ 

more than 15 years, commencing with month of November 

1948, which appropriations from surplus shall be at such 

rate that at the end of any one year of said period the aggre- 

gate amount that has been appropriated will not be less 

than an amount equal to $563,231 multiplied by the elapsed 

portion of said period ~___------- iia cetelcintaiaiincacdeias.- Sa 


(g) Public Service proposes to dispose of the amount classified to plant ad- 
justments accounts as follows: 





Description of item and proposed adjustments 
Plant adjustments (electric, gas, common, other) : 
To account 250, reserve for depreciation 
Unrecorded retirements of property._.._... $38,519,405.37 
Correction of recorded retirements_._.____.__ ( 44,433.41) 
Salvage and depreciation provisions credited 
to property in lieu of unrecorded retire- 
mpetiie chi. isi el aeeeibol. ( 583,501.54) 
Removal cost charged to plant accounts____ 22,640.23 $2,914,110.65 
To Account 250, reserve for depletion : ae me 
Depletion provisions of Dresser Mine cred- 
064 ghadt actounie > cozibol. 20. lee J lee ( 205,417.20) 
To Account 258, other reserves.’ (This reserve balance as of 
September 30, 1943, amounted to $2,687,500, which is to be 
increased by an additional appropriation from earned surplus 
of $431,169.55) : 
Portion of affiliated company profits remain- 
ing in book cost of utility plant______--~~- $3,525,874.12 
Operating costs and other charges improp- 
erly capitalized (net)_-_----- $355,556.73 
Less: Amount written off Decem- 
ber 1941 to special reserve cre- 
ated from surplus at the di- 
rection of Securities and Ex- 
change Commission in connec- 
tion with the consolidation of 
the Culpemnies oo kk 233,132.47 132,424.26 





































ee re ee a ee ee eee 161,740.79 
Adjustment for abandoned railway written 
ee ee are eee ( 701,369.62)  3,118,669.55 
To Account 265, contributions in aid of construction 
Contributions received credited to plant accounts_.__.__._____ ( 37,532.88) 


san venus dais ~exie aka ieacieaia atalino 5,789,830.12 


1In connection with requirements of the Securities and Exchange Commission, a special 
reserve, which is available for elimination of plant adjustments, has been created through 
appropriations of earned surplus. (In the Matter of Public Service Company of Indiana, 
et al. 9 S.E.C. 117) 

?The amount $701,369.62 represents unallocated retirement credits in plant account 
pertaining to railway plant, on which service was discontinued, prior to August 31, 1941. 
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The Commission finds that : ; 

Under the circumstances here presented the disposition by Public Service of 
the remaining amount of $8,448,459.53 established in common utility plant ac- 
quisition adjustments account as above proposed in paragraph (f) and the 
disposition of the remaining amount of $5,789,830.12 established in the plant 
adjustments accounts as above proposed in paragraph (g) is reasonable and 
appropriate for the purposes of the Act; 

The Commission orders that : 

(A) Public Service dispose of the remaining amount of $8,448,459.53 estab- 
lished in common utility plant acquisition adjustments account as proposed in 
paragraph (f) hereof, and dispose of the remaining amount of $5,789,830.12 
established in the plant adjustments accounts as proposed in paragraph (9) 
hereof ; 

(B) Public Service submit within 30 days from the date of service of this 
order certified copies of entries giving effect to the disposition of the remain- 
ing amount established in the plant adjustments accounts as herein approved 
and directed ; 

(C) Public Service submit within 30 days after the close of each year, be- 
ginning with the year 1943, certified copies of the monthly entries giving effect 
to the amortization of the remaining amount established in common utility 
plant acquisition adjustments account, as herein approved and directed; 

(D) The provisions of this order are not to be construed as dispensing with 
the necessity of full compliance with the requirements of the Public Utility 
Holding Company Act of 1935 and the rules, regulations, and orders issued 
by the Securities and Exchange Commission. 


Order granting permission under balance sheet accounts instruction 6-E to 
amortize charges associated with redeemed and refunded bond issues 


Public Service Company of Indiana, Inc. 
(Docket Nos. IT-5750, IT-5859) 
January 11, 1944 


Upon consideration of the applications of Public Service Company of Indiana, 
Ine. (hereinafter called “applicant”), filed December 1, 1941, in docket No. 
IT-5750 and October 6,- 1943, in docket No. IT-5859, for permission under bal- 
ance sheet accounts instruction 6-E of the Commission’s Uniform System of 
Accounts Prescribed for Public Utilities and Licensees to amortize charges as- 
sociated with redeemed and refunded bond issues over a period subsequent to 
the redemption dates of these issues ; and 

It appearing to the Commission that: 

(a) Applicant was formed on September 6, 1941, by the consolidation of 
Public Service Company of Indiana (hereinafter called “Public Service”), 
Dresser Power Corporation, Central Indiana Power Company, Northern Indi- 
ana Power Company and Terre Haute Electric Company, Inc. ; 

(b) On May 17, 1943, pursuant to authorization of the Public Service Com- 
mission of Indiana, applicant issued and disposed of $38,000,00 of first mortgage 
bonds, series E, 314%, due May 1, 1973; 

(c) The proceeds from sale of these bonds, $38,416,822, together with $1,968,- 
963.30 of other cash, were used to redeem $38,000,00 of first mortgage bonds, 
series A, 4%, due September 1, 1969; 

(d) Unamortized debt discount and expense applicable to the series A bonds 
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at the time of their redemption was $2,640,282.35,' of which $2,140,425.26 has 
been written off by the applicant through special amortization charges in an 
amount equal to the reduction in applicant’s 1943 provision for Federal excess 
profits taxes resulting from said refunding transaction and only $499,857.09 of 
unamortized debt discount and expense applicable to the refunded series A 
bonds remained on the books of the applicant at the time of the application, 
that amount being reduced to $418,485.08 by reason of scheduled monthly 
amortization charges since the date the series A bonds were refunded ; 

(e) There is pending before the Commission an application, docket No. 
IT-5750, filed December 1, 1941, relating to (a) unamortized debt discount and 
expense of underlying bonds refunded December 12, 1939, largely by the 
series A bonds which in turn were refunded on May 17, 1943, as stated in 
paragraph (c) above, and (b) unamortized debt discount and expense of un- 
derlying Dresser Power Corporation bonds refunded April 9, 1941, by issuance 
and sale of first mortgage bonds, series B 344%, due March 1, 1971, which are 
presently outstanding ; 

(f) Applicant states that scheduled amortization on the basis proposed in its 
application under docket No. IT-5750 will result in unamortized balances as of 
December 31, 1948, of $1,430,097.36 for unamortized discount and expenses of 
underlying issues refunded December 12, 1989, and $54,907.75 for unamortized 
discount and expense of Dresser Power Corporation bonds refunded April 9, 
1941 ; 

(g) Applicant, in its application filed October 6, 1943, to which docket No. 
IT-5859 was assigned, revises the schedule of amortization proposed in its ap- 
plication filed December 1, 1941, and now seeks permission to amortize in equal 
annual amounts over the period from January 1, 1944, to December 31, 1948, the 
unamortized discount and expenses relating to refunded bonds as follows: 


Issues refunded December 12, 1989 ______.____-_.______-___-____ $1,480,097.36 
Tobe’ Feruweed “Mets Oy SEE we ee ch ec 54,907.75 


Issue refunded May 17, 1948 ____--__---_---~-- i 418,485.08 


(h) Paragraph E of balance sheet accounts instruction 6, of the Commis- 
sion’s Uniform System of Accounts, provides that when redemption of one 
issue or series of bonds or other long-term obligations is financed by another 
issue or series before the date of maturity of the first issue, any unamortized 
discount, expense or premium on the first issue and any premium paid or dis- 
count earned on reacquirement shall be debited or credited, as appropriate, 
to Account 414, miscellaneous debits to surplus, or Account 401, miscellaneous 
credits to surplus, provided, however, that if the utility desires to amortize 
any of the discount, expense, or premium associated with the issuance or re- 
demption of the first issue over a period subsequent to date of redemption, 
the permission of the Commission must be obtained ; 

The Commission, having considered the application and other matters of 
record and in the files of the Commission, furnished by applicant, finds that: 

(1) Applicant owns and operates facilities for the transmission and sale 
at wholesale of electric energy in interstate commerce and by reason of its 
ownership and operation of such facilities is a public utility within the mean- 
ing of that term as used in the Federal Power Act; 

(2) The period of amortization proposed by applicant, as described in 
paragraph (g) hereof, will result in the complete amortization of the un- 


1Includes $2,375,000 of redemption premiums. 
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amortized debt discount and expense associated with’ the refunded bonds by 
December 31, 1948; 

(3) Good and sufficient cause has been shown why permission of the Com- 
mission should be granted for an exemption from the provisions of balance 
sheet accounts instruction 6-E of the Uniform System of Accounts ; 

The Commission orders that: 

(A) Permission is hereby granted applicant to dispose of the unamortized 
debt discount and expenses associated with previously redeemed bonds in ac- 
cordance with the plan described in paragraph (g) hereof, provided, however, 
that applicant may accelerate the amortization herein authorized if it shall 
desire so to do; 

(B) The permission granted herein is for accounting purposes only and 
shall not be construed as a finding with respect to the reasonableness of such 
amortization charges, should such an issue arise in any matter or proceeding 
affecting the rates, charges, practices, rules, regulations or tariffs of applicant. 


Order approving disposition of amounts classified in Account 100.5, electric 
plant acquisition adjustments, Account 107, electric plant adjustments, 
Account 108.15, common utility plant acquisition adjustments, and 
Account 108.17, common utility plant adjustments 


Gulf States Utilities Company 
(Docket No. IT-5877) 
January 11, 1944 


It appearing to the Commission that: 

(a) On June 30, 1939, Gulf States Utilities Company, Beaumont, Texas, 
(hereinafter sometimes referred to as “Gulf States’’), filed its reclassification 
and original cost studies of electric plant with this Commission pursuant to 
electric plant accounts instruction 2-D of the Uniform System of Accounts 
Prescribed for Public Utilities and Licensees and the order of May 11, 1937, 
pertaining thereto; 

(b) A field examination of Gulf States studies was thereafter made by the 
staff of this Commission ; 

(c) At the completion of the field examination, the company indicated a 
desire to revise its original cost studies as filed and the staff conferred with 
the company with respect to the adjustments proposed ; 

(d) As a result of these studies and conferences, Gulf States, on October 
19, 1943, filed certain revised original cost statements amending its reclassi- 
fication and original cost studies and proposed a plan for the disposition of 
amounts in excess of original cost of electric and common utility plant; 

(e) The reclassification of electric plant, as revised by Gulf States, em- 
bodies all of the staff's proposed adjustments ; 

(f) Gulf States in its amended studies filed with the Commission estab- 
lished as amounts to be disposed of as excess over original cost, $750,988.62 in 
Account 100.5, electric plant acquisition adjustments; $1,935,151.29 in Ac- 
count 107, electric plant adjustments; $2,479,187.75 in Account 108.15, common 
utility plant acquisition adjustments; and $528,344.10 in Account 108.17, com- 
mon utility plant adjustments ; 

(g) Gulf States proposes and requests Commission approval to the disposi- 
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tion of the $750,988.62 .classified in Account 100.5, representing the excess of 
purchase cost over original cost of acquired property, as follows: 


To. Account 250, reserve for depreciation, representing portion of 

electric plant acquisition adjustments provided for through 

previous depreciation accruals, as found by company studies. 

(The amount of $191,354.08 is to be credited to Account 252, re- 

serve for amortization of electric plant acquisition adjustments, 

as partial provision for amounts in Account 100.5.)__..._____ $191,354.08 
To Account 537, miscellaneous amortization, representing remain- 

der of electric plant acquisition adjustments. Provision is to 

be made for amounts in Account 100.5 through equal monthly 

charges over a period of 15 years, commencing with 1943, to 

Account 537 with concurrent credits to Account 252, reserve for 

amortization, provided that the company may at its option ac- 

celerate the charges to Account 537 and the credits to Account 

252, by utilizing certain anticipated tax -savings.._._.__._._.__._._._.__. 559,684.54 


750,988.62 


(h) Gulf States proposes and requests Commission approval to the disposi- 
tion of $1,935,151.29 classified in Account 107, as follows: 


To Account 250, reserve for depreciation : 
Proposed retirements and adjustments of re- 
corded retirements 
Portion of write-up, amounting to $1,613,635.88, 
pertaining to properties obtained from East- 
ern Texas Electric Company, provided for 
by previous depreciation accruals_______-_- 504,802.97 $ 780,530.67 
To Account 271, earned surplus: 
Remainder of write-up pertaining to prop- 
erties obtained from Eastern Texas Electric 
Company ‘ 1,108,832.91 
Miscellaneous expenditures improperly capitalized : 
CMI) GORE CERORO 66 eiticcciwgsneigs 17,975.24 
Maintenance and expense items 
Organization expense and legal retainer 
fees included in recorded cost of East- 
ern Texas Electric Company (Texas) -_- 16,772.40 
Organization expenses on books of Louisi- 
ana Electric Company, Ine.___- ass 10,145.72 
Miscellaneous charges—Orange Transmis- 


sion Line y 1,154,620.62 
1,935,151.29 


(i) Gulf States proposes and requests Commission approval to the disposi- 
tion of the $2,479,187.75 classified in Account 108.15 representing the excess of 
purchased cost over original cost of acquired property (common to electric and 
other departments) as follows: 


To Account 250, reserve for depreciation, representing portion of 
common utility plant acquisition adjustments provided for 
through previous depreciation accruals, as established by com- 
pany studies. (The amount of $131,674.22 is to be credited to 
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Account 252.1, reserve for amortization of common utility plant 

acquisition adjustments, as partial provision for amounts in Ac- 

count 108.15) $ 131,674.22 
To Account 537, miscellaneous amortization, representing remain- 

der of common utility plant acquisition adjustments. Provision 

for remaining amounts in Account 108.15 is to be made through 

equal monthly charges over a period ef 15 years, beginning with 

the year 1943, to Account 537 with concurrent credits to Ac- 

count 252.1, reserve for amortization of common utility plant 

acquisition adjustments, provided that the company may at 

its option accelerate the charges to Account 537 and the credits 

to Account 252, by utilizing certain anticipated tax savings.._£. 2,347,513.53 


2,479,187.75 


(j) Gulf States proposes and requests Commission approval of the disposi- 
tion of $528,344.10 classified in Account 108.17 as follows: 
To Account 250, reserve for depreciation : 
Proposed retirements and adjustments of recorded 
retirements $ 30,773.22 
Portion of write-up and other erroneous charges 
and credits to plant account, which have been 
provided for through previous depreciation ac- 
cruals 154,799.85 $185,573.07 
To Account 271, earned surplus: 
Expenditures in connection with acquisition of 
Western Public Service Company erroneously 
charged to plant account 2,906.64 
Remainder of write-ups and other erroneous 
charges and credits to plant account 339,864.39 342,771.08 


528,344.10 


The Commission finds that: 

(1) Gulf States, an Engineers Public Service Company subsidiary, owns and 
operates facilities for the transmission and sale at wholesale of electric energy 
in interstate commerce and by reason of its ownership and operation of such 
facilities is a public utility within the meaning of that term as used in the 
Federal Power Act; 

(2) Under the circumstances here presented, the proposed disposition by 
Gulf States of $5,6938,671.76 as above set forth in paragraphs (g) to (j/), in- 
elusive, is reasonable and appropriate for the purposes of the Act; 

The Commission orders that: 

(A) Gulf States dispose of the $750,988.62 classified in Account 100.5; $1,- 
935,151.29 classified in Account 107; $2,479,187.75 classified in Account 108.15; 
and $528,344.10 classified in Account 108.17 as proposed in paragraphs (g) to 
(j), inclusive, hereof ; 

(B) Gulf States submit within 30 days from the date of service of this 
order certified copies of the entries giving effect to the disposition of the 
amount in Accounts 107 and 108.17, respectively, as herein approved and di- 
rected ; 

(C) Gulf States submit within 30 days after the close of each year, begin- 
ning with the year 1943, certified copies of the monthly entries giving effect 
to the amortization of the amount classified in Accounts 100.5 and 108.15, re- 
spectively, as herein approved and directed. 
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Order issuing certificate of public convenience and necessity 
Cincinnati Gas Transportation Company 
(Docket No. G-339) 
January 18, 1944 


Cincinnati Gas Transportation Company, a West Virginia corporation au- 
thorized to do business in the State of Kentucky and having its principal place 
of business at Charleston, West Virginia, hereinafter referred to as “appli- 
cant,” filed its application on May 7, 1942, and an amendment thereto on March 
26, 1943, for a certificate of public convenience and necessity pursuant to sec- 
tion T(c) of the Natural Gas Act, as amended, authorizing the continuation of 
the operations, subject to the Commission’s jurisdiction, in which it has been 
bona fide engaged on February 7, 1942, and subsequent thereto. 

It appears to the Commission that: 

(a) Applicant owns and operates, among other facilities, a natural-gas trans- 
mission pipe line extending from a point near Kenova, West Virginia, in a gen- 
eral northwesterly direction across Kentucky to a point on the Kentucky-Ohio 
State line near Cincinnati, Ohio. Among other operations, applicant transports 
natural gas, purchased by it in West Virginia, to points within Kentucky, where 
it delivers and sells such gas to The Union Light, Heat and Power Company, 
Bracken County Gas Company and Kentucky Power & Light Company for re- 
sale for ultimate public consumption in Kentucky for domestic, commercial, 
industrial and other use, and to The Cincinnati Gas and Electric Company for 
transportation to, and resale for ultimate public consumption in Ohio, for 
domestic, commercial, industrial and other use. In the above-described opera- 
tions, the flow of natural gas from West Virginia to the points of distribution 
in Kentucky and Ohio, is continuous and uninterrupted, and such operations 
constitute an established course of business ; 

(b) Appropriate notice of the application has been duly given and published 
in Volume 7, Federal Register, pages 40038-4011, and no protest has been filed 
thereto ; 

The Commission finds that: 

(1) Applicant is engaged in the transportation of natural gas in interstate 
commerce and in the sale in interstate commerce of natural gas for resale for 
ultimate public cohsumption for domestic, commercial, industrial and other use, 
and is a “natural-gas company” within the meaning of the Natural Gas Act; 

(2) On February 7, 1942, applicant was bona fide engaged in transportation 
and sale of natural gas for resale, subject to the jurisdiction of this Commis- 
sion, over routes and in the manner described in its application as amended 
and exhibits attached thereto, and has so operated since that time; 

(3) The application was duly made to the Commission within ninety days 
after February 7, 1942 (the effective date of section 7(c) amended), and com- 
plies with the Commission’s regulations as to form and content; 

The Commission, therefore, orders that: 

(A) A certificate of public convenience and necessity be and it hereby is 
issued to Cincinnati Gas Transportation Company authorizing its continued 
operation of its facilities, which were in bona fide operation on February 7, 
1942, and have been so operated since then, as described in its application, as 
amended, for the transportation and sale of natural gas, subject to the juris- 
diction of this Commission ; 

(B) This certificate shall not be transferable, and its issuance is without 
prejudice to the authority of this Commission, or any other regulatory body, 
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with respect to rates, service, accounts, valuation, estimate or determination 
of cost or any other matter whatsoever new pending or which may come before 
this Commission, or other regulatory body, and nothing herein shall be con- 
strued as an acquiescence by this Commission in any estimate or determination 
of cost, or any valuation of property claimed or asserted ; 

(C) Nothing herein is to be construed as authorizing the operation by ap- 
plicant of pipe lines east of Kenova in Wayne, Cabell, Putnam and Lincoln 
Counties, West Virginia, which lines are owned by applicant and leased by it 
to United Fuel Gas Company ; 

(D) Nothing herein is to be construed as affecting in any manner the de- 
termination of applicant’s service area under section 7(f) of the Natural Gas 
Act; 

(E) This certificate shall be effective as long as applicant continues the 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act, as amended, and any pertinent rules, regulations or orders heretofore 
or hereafter issued by the Commission ; 

(F) Appropriate evidence of the issuance of this certificate shall be fur- 
nished to applicant. 


Order issuing certificate of public convenience and necessity 
Philadelphia Oil Company 
(Docket No, G—274) 
January 18, 1944 


Philadelphia Oil Company, a West Virginia corporation. authorized to do 
business in the State of Pennsylvania and having its principal place of business 
at Pittsburgh, Pennsylvania, hereinafter referred to as “applicant,” filed its ap- 
plication on May 4, 1942, for a certificate of public convenience and necessity 
pursuant to section 7(c) of the Natural Gas Act, as amended, authorizing the 
continuation of the operations, subject to the Commission's jurisdiction, in 
which it has been bona fide engaged on February 7, 1942, and subsequent 
thereto. 

It appears to the Commission that: 

(a) Applicant owns and operates, among other facilities, natural-gas wells 
and pipe lines in Gilmer, Wetzel, Monongalia and Doddridge Counties, West 
Virginia. Among other operations, applicant transports natural gas produced 
by it. in said counties to points therein where it sells such gas to, and de- 
livers the same into the transmission system of, Pittsburgh and West Virginia 
Gas Company, its parent company, for transportation to, and resale for ulti- 
mate public consumption in, Pennsylvania. Applicant also transports natural 
gas produced .by it in Doddridge County to points therein where it sells such 
gas to, and delivers the same into the transmission system of, Hope Natural 
ras Company for transportation to, and resale for ultimate public consump- 
tion in, Pennsylvania, Ohio and other States. In the above-described opera- 
tions, the flow of natural gas from the points of production in West Virginia 
to the points of distribution in other States, is continuous and uninterrupted, 
und such operations constitute an established course of business ; 

(b) Appropriate notice of the application has been duly given and pub- 
lished in Volume 7, Federal Register, pages 4003-4011, and no protest has 
been filed thereto ; 
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The Commission finds that: 
(1) Applicant is engaged in the transportation of natural gas in interstate 
commerce and in the sale in interstate commerce of natural gas for resale for 
ultimate public consumption for domestic, commercial, industrial and other 
use, and is a “natural-gas company” within the meaning of the Natural Gas 
Act; 

(2) On February 7, 1942, applicant was bona fide engaged in transporta- 
tion and sale of natural gas for resale, subject to the jurisdiction of this Com- 
mission, over routes and in the manner described in its application and ex- 
hibits attached thereto, and has so operated since that time; 

(3) The application was duly made to the Commission within ninety days 
after February 7, 1942 (the effective date of section 7(c) amended), and com- 
plies with the Commission’s regulations as to form and content; 

The Commission, therefore, orders that: 

(A) A certificate of public convenience and necessity be and it hereby is 
issued to Philadelphia Oil Company authorizing its continued operation of its 
facilities, which were in bona fide operation on February 7, 1942, and have 
been so operated since then, as described in its application, for the transpor- 
tation and sale of natural gas, subject to the jurisdiction of this Commission ; 

(B) This certificate shall not be- transferable, and its issuance is without 
prejudice to the authority of this Commission, or any other regulatory body, 
with respect to rates, service, accounts, valuation, estimate or determination 
of cost, or any other matter whatsoever now pending or which may come be- 
fore this Commission, or other regulatory body, and nothing herein shall be 
construed as an acquiescence by this Commission in any estimate or deter- 
mination of cost, or any valuation of property claimed or asserted ; 

(C) Nothing herein is to be construed as affecting in any manner the de- 
termination of applicant’s service area under section 7(f) of the Natural Gas 
Act; 

(D) This certificate shall be effective as long as applicant continues the 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act, as amended, and any pertinent rules, regulations or orders hereto- 
fore or hereafter issued by the Commission ; 

(E) Appropriate evidence of the issuance of this certificate shall be fur- 
nished to applicant. 


Order dismissing application for certificate of public 
convenience and necessity 


Empire Producing Corporation 
(Docket No. G-301) 
January 18, 1944 


Empire Producing Corporation, a New York corporation authorized to do 
business in the State of Pennsylvania and having its principal place of busi- 
ness at Wellsville, New York, hereinafter referred to as “applicant,” filed its 
application on May 7, 1942, for a certificate of public convenience and neces- 
sity pursuant to section 7(c) of the Natural Gas Act, as amended, authoriz- 
ing the continuation of the operations, subject to the Commission’s jurisdiction, 
in which it has been bona fide engaged on February 7, 1942, and subsequent 
thereto; or, in the alternative, for a finding that it is not a “natural-gas 
company” within the meaning of the Natural Gas Act. 
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It appears to the Commission that: 

(a) Appropriate notice of the applicatfon has been duly given and published 
in Volume 7, Federal Register, pages 4008-4011, and no protest has been filed 
thereto ; 

(b) On February 7, 1942, applicant was engaged solely in the production of 
natural gas from two wells in Allegany County, New York, and in the sale of 
such gas for ultimate public consumption in the State of New York; 

Upon the facts presented in the application, the Commission finds that: 

On February 7, 1942, applicant was not engaged in the transportation or sale 
of natural gas for resale in interstate commerce, subject to the jurisdiction of 
the Commission ; 

The Commission, therefore, orders that: 

(A) The application for a certificate of public convenience and necessity 
be and the same is hereby dismissed without prejudice, however, to the filing 
of an application for a certificate authorizing applicant to hereafter operate 
its facilities for the transportation or sale of natural gas, subject to the 
jurisdiction of the Commission ; 

(B) Nothing herein shall be construed as relieving applicant from hereafter 


complying with section 7, as amended, or any other pertinent provisions of the 
Natural Gas Act. 


Order issuing certificate of public convenience and necessity 
The East Ohio Gas Company 
(Docket No. G—266) 
January 18, 1944 


The East Ohio Gas Company, an Ohio corporation having its principal 
place of business at Cleveland, Ohio, hereinafter referred to as “applicant,” 
filed its application on April 30, 1942, for a certificate of public convenience 
and necessity pursuant to section 7(c) of the Natural Gas Act, as amended, 
authorizing the continuation of the operations, subject to the Commission’s 
jurisdiction, in which it has been bona fide engaged on February 7, 1942, and 
subsequent thereto; or, in the alternative, for a finding that it is not a “natu- 
ral-gas company” within the meaning of the Natural Gas Act. The City of 
Cleveland, Ohio, the City of Euclid, Ohio, and the City of Lakewood, Ohio, 
intervened in opposition to applicant’s prayer for a finding that it is not a 
“natural-gas company.” 

It appears to the Commission that: 

(a) Applicant owns and operates, among other facilities, natural-gas trans- 
mission pipe lines in Ohio, extending from two points (near applicant’s Clar- 
ington Valve Station in Salem Township, Monroe County, Ohio, and near ap- 
plicant’s Pipe Creek Valve Station in Mead Township, Belmont County, Ohio, 
respectively) on the Ohio-West Virginia State line in a general northwesterly 
direction to Cleveland, Ohio, with branch transmission lines extending there- 
from, and another transmission pipe line extending from a point (near 
Petersburg, Springfield Township, Mahoning County, Ohio) on the Ohio-Penn- 
sylvania State line in a general westerly direction to a point of connection 
with the lines described above. Among other operations, applicant purchases 
from Hope Natural Gas Company natural gas which is produced in West 
Virginia and transported to the aforementioned points on the Ohio-West 
Virginia and Ohio-Pennsylvania State lines, whence applicant transports the 
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gas to its various distribution systems, along its transmission lines, wherein 
applicant sells such gas for ultimate public consumption. In the above-de- 
scribed operations, the flow of natural gas from West Virginia to the points 
of distribution in Ohio is continuous and uninterrupted, and such operations 
constitute an established course of business ; 

(bo) Appropriate notice of the application has been duly given and pub- 
lished in Volume 7, Federal Register, pages 4008-4011, and no protest has 
been filed thereto ; 

The Commission finds that: 

(1) Applicant is engaged in the transportation of natural gas in interstate 
commerce, and is a “natural-gas company” within the meaning of the Natu- 
ral Gas Act; 

(2) On February 7, 1942, applicant was bona fide engaged in transporta- 
tion of natural gas, subject to the jurisdiction of this Commission, over routes 
and in the manner described in its application and exhibits attached thereto, 
and has so operated since that time; 

(3) The application was duly made to the Commission within ninety days 
after February 7, 1942 (the effective date of section 7(c) amended), and com- 
plies with the Commission’s regulations as to form and content; 

The Commission, therefore, orders that: 

(A) A certificate of public convenience and necessity be and it hereby is 
issued to The East Ohio Company authorizing its continued operation of its 
facilities, which were in bona fide operation on February 7, 1942, and have 
been so operated since then, as described in its application, for the transporta- 
tion of natural gas, subject to the jurisdiction of this Commission ; 

(B) This certificate shall not be transferable, and its issuance is without 


prejudice .to the authority of this Commission, or any other regulatory body, 
with respect to rates, service, accounts, valuation, estimate or determination 
of cost, or any other matter whatsoever now pending or which may come 
before this Commission, or other regulatory body, and nothing herein shall be 
construed as an acquiescence by this Commission in any estimate or deter- 
mination of cost, or any valuation of property claimed or asserted; 


(C) Nothing herein is to be construed as affecting in any manner the de- 
termination of applicant’s service area under section 7(f) of the Natural Gas 
Act; 

(D) This certificate shall be effective as long as applicant continues the 
operations hereby authorized in accordance with the provisions of the Natu- 
ral Gas Act, as amended, and any pertinent rules, regulations or orders here- 
tofore or hereafter issued by the Commission. 

(E) Appropriate evidence of the issuance of this certificate shall be fur- 
nished to applicant. 


Order issuing certificate of public convenience and necessity 
The Cincinnati Gas & Electric Company 
(Docket No. G-348) 
January 18, 1944 


The Cincinnati Gas & Electric Company, an Ohio corporation having its 
principal place of business at Cincinnati, Ohio, hereinafter referred to as 
“applicant,” filed its application on May 8, 1942, for a certificate of public con- 
venience and necessity pursuant to section 7(c) of the Natural Gas Act, as 
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amended, authorizing the continuation of the operations, subject to the Com- 
mission’s jurisdiction, in which it has been bona fide engaged on February 7, 
1942, and subsequent thereto. 

It appears to the Commission that: 

(a) Applicant owns and operates, among other facilities, a natural-gas 
transmission pipe line extending from a point in Montgomery County, Ohio, in 
a general southerly direction, to Cincinnati, Ohio, with branch transmission 
lines extending therefrom. Among other operations, applicant purchases from, 
and also transports on behalf of, The Ohio Fuel Gas Company, natural gas 
which is transported into Ohio from West Virginia and other States to the 
northerly terminus of applicant’s transmission line, whence applicant trans- 
ports both the gas which it purchases and that owned by The Ohio Fuel Gas 
Company to points along its transmission line route, where it is sold for ulti- 
mate public consumption. Applicant transports a portion of the gas purchased 
from The Ohio Fuel Gas Company to applicant’s mixing plant located at 
Huntsville station near Bethany, Ohio, where it mixes the same with coke 
oven gas, and thence transports the mixture of natural and artificial gas to 
Hamilton, Ohio, where it delivers and sells such mixture to said City for re- 
sale for ultimate public consumption therein for domestic, commercial, in- 
dustrial and other use. In the above-described operations, the flow of natu- 
ral gas from West Virginia and other States to the points of distribution in 
Ohio, is continuous and uninterrupted, and such operations constitute an 
established course of business ; 

(b) Appropriate notice of the application has been duly given and published 
in Volume 7, Federal Register, Pages 4003-4011, and no protest has been filed 
thereto ; 


The Commission finds that: 

(1) Applicant is engaged in the transportation of natural gas in interstate 
commerce and in the sale in interstate commerce of natural gas for resale 
for ultimate public consumption for domestic, commercial, industrial and other 
use, and is a “natural-gas company” within the meaning of the Natural Gas 
Act; 

(2) On February 7, 1942, applicant was bona fide engaged in transporta- 
tion and sale of natural gas for resale, subject to the jurisdiction of this Com- 
mission, over routes and in the manner described in its application and ex- 
hibits attached thereto, and has so operated since that time; 

(3) The application was duly made to the Commission within ninety days 
after February 7, 1942 (the effective date of section 7(c) amended), and 
complies with the Commission's regulations as to form and content; 

The Commission, therefore, orders that: 

(A) A certificate of public convenience and necessity be and it hereby is 
issued to The Cincinnati Gas & Electric Company authorizing its continued 
operation of its facilities, which were in bona fide operation on February 7, 
1942, and have been so operated since then, as described in its application, 
for the transportation and sale of natural gas, subject to the jurisdiction of 
this Commission ; 

(B) This certificate shall not be transferable, and its issuance is without 
prejudice to the authority of this Commission, or any. other regulatory body, 
with respect to rates, service, accounts, valuation, estimate or determination 
of cost, or any other matter whatsoever now pending or which may come 
before this Commission, or other regulatory body, and nothing herein shall be 
construed as an acquiescence by this Commission in any estimate or determi- 
nation of cost, or any valuation of property claimed or asserted; 
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(C) Nothing herein is to be construed as affecting in any manner the de- 
termination of applicant’s service area under section 7(f) of the Natural Gas 
Act; 

(D) This certificate shall be effective as long as applicant continues the 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act, as amended, and any pertinent rules, regulations or orders heretofore 
or hereafter issued by the Commission ; 

(E) Appropriate evidence of the issuance of this certificate shall be fur- 
nished to applicant. 


Order staying order authorizing issuance of license and for other purposes 
Pennsylvania Water & Power Company 
(Project No. 1881) 
January 21, 1944 


Upon petition filed December 22, 1943, by Pennsylvania Water & Power 
Company for rehearing on the Commission’s order of November 23, 1943, supra 
p. 426, authorizing issuance of a license (major) for the Holtwood project on 
the Susquehanna River in Pennsylvania, project No. 1881; and 

It appearing that: 

(a) The petitioner seeks a rehearing of the provisions of paragraph (C) 
of said order which reads as follows: 

After the first 20 years of operation of the project under this license, 
namely after December 31, 1957, six (6) per cent per annum shall be the 
specified rate of return on the net investment in the project for determining 
surplus earnings in accordance with the provisions of section 10(d) of the 
Act for the establishment and maintenance of amortization reserves to be 
held until termination of the license, or in the discretion of the Commission, 
to be applied from time to time in reduttion of the net investment in the 
project, and one-half of all surplus earnings in excess of six (6) per cent per 
annum received in any calendar year shall be put into and held in such 
amortization reserves ; 

(bd) The petitioner requests that if the Commission does not grant it a re- 
hearing as to the provisions of paragraph (C) referred to above, the Com- 
mission then revise said paragraph of its order “so that the same conforms 
to the provisions of section 10(d) of the Federal Power Act” ; 

(c) The petitioner contends that the last clause of said paragraph (C), as 
set forth above, which prescribes that the portion of excess earnings “re- 
ceived in any calendar year” shall be paid into the amortization reserve, is 
beyond the power of the Commission because it is not in accordance with the 
provisions of section 10(d) of the Federal Power Act and is contrary to the 
specific accumulation feature of the statute; 

The Commission finds that: 

In the circumstances it is desirable and appropriate to stay the Commis- 
sion’s order of November 23, 1943, and to require the action as hereinafter 
provided ; and 

It is ordered that: 

(A) The order of November 23, 1948, authorizing the issuance of a license 
for project No. 1881 is hereby stayed until further order of the Commission ; 

(B) The petitioner, Pennsylvania Water & Power Company, on or before 
February 11, 1944, shall submit in writing to the Commission (a) its interpre- 
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tation of the requirements of section 10{d) of the Federal Power Act, and 
(b) its suggestions as to appropriate language to be substituted for that in 
paragraph (C) aforesaid which in its opinion will conform to the provisions 
of section 10(d) of the Federal Power Act. 


Order issuing certificate of public convenience and necessity 
The Peoples Natural Gas Company 
(Docket No. G-362) 
January 21, 1944 


The Peoples Natural Gas Company, a Pennsylvania corporation having its 
principal place of business at Pittsburgh, Pennsylvania, filed its application 
on May 8, 1942, and amendment thereto on January 13, 1944, for a certificate 
of public convenience and necessity pursuant to section 7(c) of the Natural 
Gas Act, as amended, authorizing the continuation of the operations, sub- 
ject to the Commission’s jurisdiction, in which it has been bona fide engaged 
on February 7, 1942, and subsequent thereto. 

It appears to the Commission that: 

(a) The Peoples Natural Gas Company (hereinafter referred to as “appli- 
cant”) owns and operates, among other facilities, an integrated natural-gas 
pipeline system located in Pennsylvania, and engages in the production, pur- 
chase, transportation and sale of natural gas in that State. Among other 
operations, applicant purchases West Virginia-produced natural gas at the 
West Virginia-Pennsylvania State line, transports such gas into Pennsylvania, 
and sells the same to ultimate consumers and to other gas companies for resale 
for ultimate public consumption for domestic, commercial, industrial and other 
use in Pennsylvania. Applicant also transports Pennsylvania-produced natural 
gas to its Pew Compressor Station. in Clarion County, Pennsylvania, where it 
sells and delivers such gas to New York State Natural Gas Corporation for 
resale for. ultimate public consumption for domestic, commercial, industrial 
and other use in the States of Pennsylvania and New York. Applicant also 
receives West-Virginia-produced natural gas into its pipeline system at the 
West Virginia-Pennsylvania State line from Hope Natural Gas Company, and 
transports and delivers a like volume of natural gas to The East Ohio Gas 
Company, for ultimate public consumption for domestic, commercial, industrial 
and other use in the State of Ohio. In the above-described operations, the 
interstate flow of natural gas is continuous and uninterrupted and such op- 
erations constitute an established course of business ; 

(b) Appropriate notice of the application has been duly given and published 
in Volume 7, Federal Register, Pages 4009-4010, and no protest has been filed 
thereto ; 

The Commission finds that: 

(1) Applicant is engaged in the transportation of natural gas in interstate 
commerce and in the sale in interstate commerce of natural gas for resale for 
ultimate public consumption for domestic, commercial, industrial and other 
use, and is a “natural-gas company” within the meaning of the Natural Gas 
Act; 

(2) On February 7, 1942, applicant was bona fide engaged in transporta- 
tion and sale of natural gas for resale, subject to the jurisdiction of this 
Commission, over routes and in the manner described in its application and 
exhibits attached thereto, and has so operated since that time; 
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(3) The application was duly made to the Commission within ninety days 
after February 7, 1942 (the effective date of section 7 (c) amended), and com- 
plies with the Commission’s regulations as to form and content ; 

The Commission, therefore, orders that: 

(A) A certificate of public convenience and necessity be and it hereby is 
issued to The Peoples Natural Gas Company authorizing its continued opera- 
tion of its facilities, which were in bona fide operation on February 7, 1942, 
and have been so operated since then, as described in its application, as 
amended, and exhibits attached thereto, for the transportation and sale of 
natural gas, subject to the jurisdiction of this Commission ; 

(B) This certificate shall not be transferable, and its issuance is without 
prejudice to the authority of this Commission, or any other regulatory body, 
with respect to rates, service, accounts, valuation, estimate or determination 
of cost, or any other matter whatsoever now pending or which may come be- 
fore this Commission, or other regulatory body, and nothing herein shall 
be construed as an acquiescence by this Commission in any estimate or deter- 
mination of cost, or any valuation of property claimed or asserted; 

(C) Nothing herein is to be construed as affecting in any manner the deter- 
mination of applicant’s service area under section 7(f) of the Natural Gas Act; 

(D) This certificate shall be effective as long as applicant continues the 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act, as amended, and any pertinent rules, regulations or orders hereto- 
fore or hereafter issued by the Commission ; 

(E) Appropriate evidence of the issuance of this certificate shall be furn- 
ished to applicant. 


Order postponing hearing 
Arkansas Power & Light Company 
(Docket No. IT-5829) 
January 31, 1944 


It appearing to the Commission that: 

(a) On June 16, 1936, this Commission prescribed a Uniform System of 
Accounts for Public Utilities and Licensees, electric plant accounts instruction 
2-D of which required electric utilities subject to the jurisdiction of the Com- 
mission to complete and file with the Commission reclassification and original 
cost studies of electric plant not later than two years after the effective date 
of the system of accounts, i.e., January 1, 1987; 

(b) Arkansas Power & Light Company (hereinafter referred to as “com- 
pany”), after many delays, on June 3, 1940, filed its purported reclassification 
studies. Subsequently, the staff of this Commission, in collaboration with the 
staff of the Department of Public Utilities of Arkansas, began an examination 
thereof at the offices of the company in Pine Bluff, Arkansas; 

(c) As a result of such examination there was submitted by the staff on 
March 20, 1943, a report entitled “Arkansas Power & Light Company, Pine 
Bluff, Arkansas, Report on Reclassification and Original Cost Studies of 
Electric Plant as of January 1, 1937,” which report, while not signed by mem- 
bers of the staff of the Department of Public Utilities of Arkansas because 
the staff member who collaborated in the study was no longer employed by 
the Department, nevertheless had the written concurrence in general of J. D. 
Walker, Chief Accountant of the Department ; 
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(d) On June 15, 1943, this Commission issued an order in this docket point- 
ing out numerous deficiencies in the company’s study and requiring the com- 
pany to show cause, under oath, within 90 days, why the Commission should 
not find and determine that substantial adjustments, as set forth in the staff 
report, should be made in its books of account ; 

(e) On September 18, 1943, the company filed a response which represented 
definite progress toward the proper adjustment of its accounts but left im- 
portant questions open for determination before final approval could be given; 

(f) On October 9, 1948, Mr. C. Hamilton Moses, President of the company, 
sought a conference with the Commission regarding the reclassification and 
original cost matter and was advised under date of October 13 that our staff 
was engaged in making an analysis of the company’s response and that further 
consideration would be given to his request for a conference when such 
analysis was completed ; 

(g) On October 9, Chairman A. B. Hill of the Arkansas Department of Pub- 
lic Utilities, following the suggestion by the Commission Chairman that the 
two commissions should cooperate in the matter, wrote the Commission stating 
that his Department would be glad to arrange a conference, and ‘was advised 
that representatives of the Commission would participate in such a conference 
in Little Rock or Washington according to his convenience. Mr. Hill replied 
by telegram on October 26 that a conference in Little Rock during the week of 
November 8 would be agreeable and was advised by letter of October 28 that 
the Chairman of the Commission and the Chief of its Bureau of Accounts, 
Finance and Rates would arrive in Little Rock on the morning of November 
11 for the purpose of discussing original cost matters of the Arkansas Power 
& Light Company. The meeting took place on that date; 

(h) On November 10, 1943, the day before the conference in Little Rock, 
the Department of Public Utilities adopted an order setting a hearing for 
December 7 in its general rate investigation of the Arkansas Power & Light 
Company which has been pending since 1987. This order was drawn so broadly 
as to include also the reclassification and original cost proceeding, specifically 
requiring the company to show cause “why it should not be required by the 
Department to adjust its accounts to conform to the uniform system of ac- 
counts adopted heretofore by the Department and to write out or charge off 
any item or items carried on its books of account which do not reflect actual 
values” ; 

(i) The order of the Department appears to sanction the “value” concept 
of accounting, advocated by the company and its affiliates in the Electric Bond 
and Share group in support of inflationary items in their accounts, as dis- 
tinguished from the “cost” coneept on which the Uniform Systems of Accounts 
of this Commission and of the Department are based ; 

(j) The company was further ordered and directed to make full and com- 
plete disclosures at such hearing of “all studies relating to the original cost 
of its electric properties and to the reclassification of such cost under the 
system of accounts of the Federal Power Commission which it has hereto- 
fore filed with said Commission, together with copies of all correspondence 
that has passed between the Respondent and the Federal Power Commission” ; 

(k) The Arkansas Department of Public Utilities requested the assistance 
of this Commission in its proceeding under the foregoing order, urging that 
this Commission provide its experts, who had prepared the original cost report 
on the company, as witnesses in the Department’s hearings ; 

(lL) The effect of the order of the Arkansas Department, together with its 
request for assistance, was to reject the cooperative procedure offered by the 
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Commission, which it had been understood would be the subject of the con- 
ference, and to substitute therefor a trial by the Arkansas Department alone, 
in which trial the Commission’s experts would be among the principal wit- 
nesses for the Department without any participation by this Commission 
which thereafter would have to conduct its own hearings in this long pending 
matter ; 

(m) The Commission through its representatives and by letters of November 
26 and December 29, 1943, and January 12, 1944, expressed its readiness to 
cooperate with the Arkansas Department of Public Utilities in every way 
consistent with the effective discharge of its statutory responsibilities. The 
Commission again proposed that, if a final settlement of the reclassification 
case could not be reached in conferences with the company, progressively 
postponed by the company, the matter could be disposed of in a joint hearing 
by the two Commissions and that such joint hearing could be utilized by the 
Arkansas Department as an integral part of its rate proceeding, thereby 
sparing members of the Commission’s staff the necessity of testifying in two 
proceedings on the same subject matter and saving time and expense for all 
eoncerned. The Arkansas Department rejected this proposal ; 

(n) The Commission on January 13, 1944, hoping to expedite assistance to 
the Arkansas Department, adopted an order setting the reclassification of 
accounts case (involving alleged inflation totalling approximately $17,000,000) 
for hearing on February 16, 1944, in Little Rock, and provided in said order 
for the full participation of the Arkansas Department pursuant to the provi- 
sions of the Federal Power Act and the cooperative agreement with the Na- 
tional Association of Railroad and Utilities Commissioners, embodied in Part 
39, section 39.4 of the Commission’s Rules of Practice; 

(o) The Arkansas Department by letter of January 17, 1944, reiterated its 
unwillingness to consider the matter cooperatively in a joint hearing thereby 
insisting upon proceeding separately, utilizing this Commission’s staff, to 
decide issues of mutual interest raised by the staff of this Commission and 
which are the subject of a formal proceeding in our docket No. IT-5829. The 
Arkansas Department in the letter stated that if the Commission should go 
forward with the hearing set for February 16, 1944, it would have the effect 
of delaying the Department’s proceeding; . 

The Commission finds that: 

(1) In the circumstances, it would be prejudicial to the efficient and proper 
conduct of the duties entrusted to this Commission by Congress to make its 
experts available as witnesses, at this time, and until further order of the 
Commission, to the Arkansas Department of Public Utilities for its hearing, in 
which matters subject to the jurisdiction of this Commission are specifically 
included ; 

(2) In order to avoid any possible conflict between this Commission’s hear- 
ing and that of the Arkansas Department, it is appropriate to postpone the 
hearing in the Commission’s docket heretofore ordered to begin in Little Rock, 
Arkansas, on February 16, 1944; 

The Commission orders that: 

(A) The public hearing, heretofore ordered to commence on February 16, 
1944, at 9:45 a. m. (C.W.T.) in Little Rock, Arkansas, for the purpose of 
determining the issues raised by the order of June 15, 1943, in this case and 
the company’s response thereto, be and the same hereby is postponed to com- 
mence at the same time and place on March 16, 1944; 

(B) The Department of Public Utilities of Arkansas may participate in the 
hearings as provided in Part 389, section 39.4 of this Commission’s Rules of 


. 
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Practice and Regulations prescribed pursuant to the provisions of the Federal 
Power Act. ’ $ 


Order issuing. certificate of public convenience and necessity 
Pavilion Natural Gas Company 
(Docket No. G-374) 
February 1, 1944 


Pavilion Natural Gas Company, a New York corporation having its principal 
office at Geneseo, New York, hereinafter referred to as “applicant,” made 
application on May 6, 1942, and amendment thereto on January 17, 1944, for 
a certificate of public convenience and necessity pursuant to section 7(c) of 
the Natural Gas Act, as amended, authorizing the continuation of the opera- 
tions, subject to the Commission’s jurisdiction, in which it has been bona fide 
engaged on February 7, 1942, and subsequent thereto. 

It appears to the Commission that : 

(a) Applicant owns and operates, among other facilities, natural-gas trans- 
mission pipe lines in the State of New York, extending from Perry, Wyoming 
County, to Bergen, Genesee County, with branch lines extending therefrom into 
Livingston and Wyoming Counties. Among other operations, applicant pur- 
chases natural gas in the State of New York which is produced in the State 
of Pennsylvania, and transports and sells such gas to ultimate consumers and 
to Churchville Oil and Natural Gas Company for resale for ultimate public 
consumption, for domestic, commercial, industrial and other use, in the State 
of New York. In the above-described operations, the flow of natural gas 
from Pennsylvania to the points of distribution and sale in New York is con- 
tinuous and uninterrupted, and such operations constitute an established 
course of business ; 

(b) Appropriate notice of the application has been duly given and published 
in Volume 7, Federal Register, page 4009, and no protest has been filed thereto ; 

The Commission finds that: 

(1) Applicant is engaged in the transportation of natural gas in interstate 
commerce and in the sale in interstate commerce of natural gas for resale for 
ultimate public consumption for domestic, commercial, industfial and other 
use, and is a “natural-gas company” within the meaning of the Natural Gas 
Act; 

(2) On February 7, 1942, applicant was bona fide engaged in transportation 
and sale of natural gas for resale, subject to the jurisdiction of this Commis- 
sion, over routes and in the manner described in its application, as amended, 
and exhibits attached thereto, and has so operated since that time; 

(3) The application was duly made to the Commission within ninety days 
after February 7, 1942 (the effective date of section 7(c) amended), and 
complies with the Commission’s regulations as to form and content; 

The Commission, therefore, orders that: 

(A) A certificate of public convenience and necessity be and it hereby is 
issued to Pavilion Natural Gas Company authorizing its continued operation 
of its facilities, which were in bona fide operation on Februay 7, 1942, and 
have been so operated since then, as described in its application, as amended, 
for the transportation and sale of natural gas, subject to the jurisdiction of 
this Commission ; 

(B) This certificate shall not be transferable, and its issuance is without 
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prejudice to the authority of this Commission, or any other regulatory body, 
with respect to rates, service, accounts, valuation, estimate or determination 
of cost, or any other matter whatsoever now pending or which may come be- 
fore this Commission, or other regulatory body,.and nothing herein shail be 
- construed as an acquiescence by this Commission in any estimate or deter- 
mination of cost, or any valuation of property claimed or asserted ; 

(C) Nothing herein is to be construed as affecting in any manner the deter- 
mination of applicant’s service area under section 7(f) of the Natural Gas 
Act; 

(D) This certificate shall be effective as long as applicant continues the 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act, as amended, and any pertinent rules, regulations or orders heretofore 
or hereafter issued by the Commission ; 

(E) Appropriate evidence of the issuance of this certificate shall be furn- 
ished to applicant. 


Determination and order ‘for emergency use of interconnection 
Commonwealth Edison Company, Illinois Northern Utilities Company, and 
Western United Gas & Electric Company 
(Docket No. IT-5860) 

February 1, 1944 


Commonwealth Edison Company, Illinois Northern Utilities Company, and 
Western United Gas & Electric Company filed a petition under section 202(d) 
of the Federal Power Act, on October 9, 1943, and later supplemented, for : 
determination and order that their status under the Act shall not be affected 
by the use of the Waukegan-Kenosha interconnection between the systems of 
Public Service Company of Northern Illinois and Wisconsin Electric Power 
Company. 

From the petition, and other pertinent material in the records and files 
of the Commission, it appears that: 

(a) Commonwealth Edison Company (hereinafter designated as Common- 
wealth Edison) is an Illinois corporation having its principal office in Chicago, 
Illinois, and owns and operates electric utility facilities in Illinois, over certain 
of which facilities energy generated in Indiana is transmitted and sold at 
wholesale for consumption in Illinois; 

(b) Tilinois Northern Utilities Company (hereinafter designated as Dlinois 
Northern) is an Illinois corporation having its principal office in Dixon, 
Illinois, and owns and operates electric utility facilities in Illinois, over certain 
of which facilities energy generated in Iowa is transmitted and sold at whole- 
sale for consumption in Illinois ; 

(c) Western United Gas & Electric Company (hereinafter designated as 
Western United) is an Illinois corporation having its principal office in 
Aurora, Illinois, and owns and operates electric utility facilities in Illinois, 
over certain of which facilities energy generated in Indiana may be trans- 
mitted and sold at wholesale for consumption in Illinois; 

(d) Commonwealth Edison, Illinois Northern and Western United integrate 
their respective system operations with each other and with those of Public 
Service Company of Northern [Illinois (hereinafter designated as Public Ser- 
vice), with which they are affiliated and variously interconnected, as a single 
coordinated electric system ; 
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(e) The system of Public Service is in turn interconnected with that of 
Wisconsin Electric Power Company (hereinafter designated as Wisconsin 
Electric) at the Illinois-Wisconsin State line between Waukegan, Illinois, and 
Kenosha, Wisconsin (designated as the Waukegan-Kenosha interconnection), 
the use of which interconnection has been the subject of Commission deter- 
winations and orders under section 202(d) of the Act, Jn the Matters of Wis- 
consin Electric Power Company, docket No. IT-5805, 3 F. P. C. 889, and 
Public Service Company of Northern Illinois, docket No. IT-5816, 3 F. P. C. 
1075: 

(f) The system operations of Commonwealth Edison, Illinois Northern, and 
Wester United and their interconnection with Public Service, may result in 
flows of electric energy across the Illinois-Wisconsin State line from, into, or 
in the systems of Commonwealth Edison, Illinois Northern, and Western 
United by means of the use of the Waukegan-Kenosha interconnection ; 

The Commission, upon consideration of the foregoing, finds that: 

(1) Commonwealth Edison owns and operates facilities which may be 
facilities for the transmission and sale at wholesale of electric energy in 
interstate commerce, and may be a public utility within the meaning of sec- 
tion 201 of the Act; 

(2) Illinois Northern owns and operates facilities which may be facilities 
for the transmission and sale at wholesale of electric energy in interstate 
commerce, and may be a public utility within the meaning of section 201 of 
the Act; 

(3) Western United owns and operates facilities which may be facilities 
for the transmission and sale at wholesale of electric energy in interstate 
commerce, and may be a public utility within the meaning of section 201 of 
the Act; 

(4) The use of the Waukegan-Kenosha interconnection as above described 
may result in flows of electric energy in interstate commerce from, into, or 
in the systems of Commonwealth Edison, Illinois Northern, and Western 
United ; 

(5) The use of the Waukegan-Kenosha interconnection during the present 
war emergency but not beyond ninety days after the cessation of hostilities, 
has heretofore been found desirable in the public interest to aid in the war 
effort, In the Matters of Wisconsin Electric Power Company, docket No. IT- 
5805, and Public Service Company of Northern Illinois, docket No. IT-5816, 
and should not affect the status of Commonwealth Edison, Illinois Northern, 
or Western United under the Act; 

(6) The provisions hereinafter specified make it unnecessary to pass upon 
other aspects of the petition ; 

Wherefore, the Commission determines and orders that: 

(A) The use of the Waukegan-Kenosha interconnection within the limita- 
tions of the Commission orders Jn the Matters of Wisconsin Electric Power 
Company, docket No. IT-5805, and Public Service Company of Northern Illinois, 
docket No. IT-5816, during the present war emergency, but not beyond ninety 
days after the cessation of hostilities, shall not affect the status of Common- 
wealth Edison, Illinois Northern, or Western United under the Act; 

(B) This determination and order is expressly limited to the use of the 
Waukegan-Kenosha interconnection as provided herein and any and all ex- 
emptions granted hereby are expressly limited by the conditions that: 

(i) Under no circumstances shall it be assumed or contended by or on behalf 
of Commonwealth Edison, Illinois Northern, or Western United that anything 
done pursuant hereto affects, or shall in any way affect, the determination of 
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the status of Commonwealth Edison, Illinois Northern, or Western United 
under the Act by reason of their operations other than the use of such inter- 
connection pursuant hereto; 

(ii) Such exemptions shall terminate and cease to have force or effect from 
and after ninety days following the cessation of present war hostilities, unless 
the Commission shall hereafter extend such exemptions by further determina- 
tion and order ; 

(C) Commonwealth Edison, Illinois Northern, and Western United shall 
promptly file with the Commission two copies of any agreements or contracts 
involving or affected by the use of the Waukegan-Kenosha interconnection 
which have not heretofore been so filed ; 

(D) The Commission may hereafter, upon its own motion or upon com- 
plaint, make such investigations in this matter as it may deem necessary, and 
modify or terminate any or all provisions of this determination and order. 


Order fixing date of hearing and suspending proposed increased rates 
Godfrey L. Cabot, Inc., and Cabot Gas Corporation 
(Docket No. G-523) 
February 2, 1944 


It appears to the Commission that: 

(a) Godfrey L. Cabot, Ine. is engaged in the sale of natural gas to its 
wholly-owned subsidiary, Cabot Gas Corporation, pursuant to the provisions 
of Godfrey L. Cabot, Inc. rate schedule FPC No. 1 and supplement No. 8 
thereto. Natural gas so obtained by Cabot Gas Corporation is in turn resold by 
it to Pavilion Natural Gas Company pursuant to Cabot Gas Corporation rate 
schedule FPC No. 1 and supplements Nos. 1, 3, and 7 thereto; 

(b) Cabot Gas Corporation also sells gas at retail in the communities of 
Hume, Fillmore and Rossburg, New York, in addition to its wholesale sales to 
*avilion Natural Gas Company. The latter distributes and sells such gas for 
ultimate public consumption in Genesee, Livingston and Wyoming Counties, 
New York; 

(c) On January 6, 1944, both Godfrey L. Cabot, Inc. and Cabot Gas Corpo- 
ration completed the filing of supplemental rate schedules together with the 
information required by the amended Provisional Rules of Practice and Regu- 
lation under the Natural Gas Act, which supplemental rate schedules are 
designated, respectively, as supplement No. 9 to Godfrey L. Cabot, Inc. rate 
schedule FPC No. 1 and supplement No. 8 to Cabot Gas Corporation rate 
schedule FPC No. 1, providing for increased rates for the sales of natural 
gas referred to in paragraph (a) above; 

(d) In purported justification of the proposed increased rates, Godfrey L. 

Cabot, Inc. states that the existing rate to Cabot Gas Corporation: 
“was fixed in 1987 when the quantity delivered to Cabot Gas Corporation 
was more than twelve times the present quantity available for delivery, based 
upon very large production of gas in the fields in which the Company operates. 
Increased costs of all items, depletion of wells causing great scarcity of gas 
and a complete failure of return based on the present price require the in- 
crease.” 

Cabot Gas Corporation, in turn, states that it must have increased rates, 
because the increased rate proposed by Godfrey L. Cabot, Inc. will cause a 
corresponding increase in the former’s expenses ; 
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(e) By letter of December 16, 1943, Pavilion Natural Gas Company re- 
quested that the changes in rates proposed by Cabot Gas Corporation be in- 
vestigated and that it be permitted to intervene in this matter; on January 24, 
1944, the Economic Stabilization Director, by the Price Administrator of the 
Office of Price Administration, filed a petition to intervene in this matter 
and requested that a hearing be held and that the proposed increased rates 
be suspended ; 

(f) Unless suspended by Commission order, said supplement No. 9 to God- 
frey L. Cabot, Inc. rate schedule FPC No. 1 and supplement No. 8 to Cabot 
Gas Corporation rate schedule FPC No. 1 will become effective as of February 
5, 1944, pursuant to the provisions of the Natural Gas Act and the amended 
Provisional Rules of Practice and Regulations thereunder ; 

(g) The proposed increased rates provided for in the aforesaid supplemental 
rate schedule may result in excessive rates to Cabot Gas Corporation and 
Pavilion Natural Gas Company and may place an undue burden upon ultimate 
consumers of natural gas; 

The Commission finds that: 

It is necessary, desirable and in the public interest that the Commission 
enter upon a hearing concerning the lawfulness of the proposed increased 
rates and that such proposed increased rates be suspended pending such hear- 
ing and decision thereon ; 

The Commission orders that: 

(A) A public hearing be held commencing on March 7, 1944, at 9:45 a m., 
in the Hearing Room of the Federal Power Commission, 1800 Pennsylvania 
Avenue, N. W., Washington, D. C., concerning the lawfulness of the proposed 
increased rates, subject to the jurisdiction of the Commission, contained in 
supplement No. 9 to Godfrey L. Cabot, Inc. rate schedule FPC No. 1 and sup- 
plement No. 8 to Cabot Gas Corporation rate schedule FPC No. 1; 

(B) Pending such hearing and decision thereon, supplement No. 9 to God- 
frey L. Cabot, Inc. rate schedule FPC No. 1 and supplement No. 8 to Cabot Gas 
Corporation rate schedule FPC No. 1, insofar as those schedules provide for 
increased rates other than for the sale of natural gas for resale for industrial 
use only, be and they are hereby suspended until July 5, 1944, or until such 
time thereafter as such increased rates shall be made effective in the manner 
prescribed by the Natural Gas Act; 

(C) During the period of such suspension, the rates of Godfrey L. Cabot, 
Inc. to Cabot Gas Corporation contained in Godfrey L. Cabot, Inc. rate schedule 
FPC No. 1 and supplement No. 8 thereto and the rates of Cabot Gas Corpora- 
tion to Pavilion Natural Gas Company contained in Cabot Gas Corporation 
rate schedule FPC No. 1 and supplements Nos. 1, 3, and 7 thereto shall remain 
and continue in full force and effect, except insofar as such schedules may be 
for the sale of natural gas for resale for industrial use only; 

(D) At the hearing in this matter, the burden of proof to show that the 
proposed increased rates are just and reasonable shall be upon Godfrey L. 
Cabot, Inc. and Cabot Gas Corporation, as provided in section 4(e) of the 
Natural Gas Act; 

(E) Interested State commissions may participate in said hearing as pro- 
vided in section 67.4 of the Provisional Rules of Practice and Regulations 
under the Natural Gas Act. 
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Order issuing certificate of public convenience and necessity 
Arkansas Louisiana Gas Company 
(Docket No. G-—509) 
February 8, 1944 


It appears to the Commission that: 

(a) On November 22, 1943, Arkansas Louisiana Gas Company filed its 
application for a certificate of public convenience and necessity pursuant to 
section 7 of the Natural Gas Act, as amended, to authorize the acquisition, 
construction and operation of facilities, as hereinafter described ; 

(b) Applicant seeks authorization to construct and operate the following- 
described facilities : 

(i) A 12%-inch pipe line 8.7 miles long, to be constructed of used pipe, 
extending from Arkansas Fuel Oil Company’s proposed gasoline plant in Pan- 
ola County, Texas, to the southern terminus of applicant’s existing line N-1, 
also in Panola County, Texas; 

(ii) A telephone line to parallel the proposed pipeline and to extend, in 
addition, 0.8 mile along line N-1 to applicant’s Adams Compressor Station in 
’anola County, Texas; 

(c) Applicant seeks authorization to acquire and operate approximately 
7,600 feet of 4-inch and 4,600 feet of 8-inch pipe lines to be constructed in 
Carthage field, Panola County, Texas, by Walter B. Smith and H. B. Turner 
(Smith and Turner) ; 

(d) This matter was set for public hearing by order dated November 27, 
1943, and appropriate notice thereof was duly given, including publication of 
such order in the Federal Register on November 30, 1943 (Vol. 8, pages 16178) 
and transniission thereof by registered mail to the Governors and regulatory 
commissions of the States of Arkansas, Louisiana and Texas. Such public 
hearing was held on December 9, 1943, at Fort Worth, Texas, and no protest 
to the applieation has been received ; 

(e) The facilities described in paragraphs (b) and (c), above, are required 
for the purpose of delivering natural gas from wells in the Carthage field, in 
Panola County, Texas, to augment applicant’s supply of gas and to meet in- 
creased demands of communities and war industries presently served by ap- 
plicant. 

(f) The War Production Board has issued preference rating orders to ap- 
plicant for materials to be used in the construction of the facilities described 
in paragraph (b), above; 

(g) The Petroleum Administration for War, acting pursuant to the provi- 
sions of paragraph (c) (10) of Petroleum Administrative Order No. 11, on 
November 16, 1943, authorized the use of the materials required to construct 
the proposed pipe lines in Carthage field, Panola County, Texas, referred to in 
paragraph (c), above; 

(h) Applicant proposes to continue in effect the present rates to its cus- 
tomers, and no increase in rates is contemplated by reason of the proposed 
acquisition and construction ; 

(i) Applicant has received bids for the construction of the facilities de- 
scribed in paragraph (b), above, which indicate that the total cost thereof, as 
nearly as can be predetermined, will be approximately $118,500 ; 

(j) On July 30, 1948, applicant entered into a contract with Smith, Turner, 
and others, which was supplemented by an agreement of August 5, 1943, where- 
by it was agreed that Smith and Turner would construct the facilities referred 
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to in paragraph (c), above, and applicant would maintain and operate such 
facilities upon the completion thereof. It was further agreed that applicant 
would reimburse Smith and Turner for the actual cost of said pipe lines 
(estimated at approximately $20,000) with 5% interest thereon until paid, 
at the rate of 4c per thousand cubic feet of gas to be delivered to applicant 
by Smith, Turner, and other producers from the several wells covered by the 
contract, title to the lines to pass to applicant after such reimbursement or 
payment under the terms and conditions of the contract ; 

(k) Applicant will finance the proposed construction and acquisition out 
of its cash funds, and is financially able to acquire, construct and operate the 
facilities as proposed ; 

(1) Applicant’s recoverable gas reserves in the Carthage field in Panola 
County, Texas, are adequate to meet the requirements resulting from the pro- 
posed operation of the facilities. The proposed facilities will enable applicant 
to render more adequate service to its customers ; 

(m) On December 23, 1943, the Commission granted temporary authoriza- 
tion to applicant to construct the facilities described in paragraph (b), above; 

The Commission, having considered the application and the record thereon 
with respect to the matters involved and the issues presented, finds that: 

(1) Applicant is a corporation, organized and existing under the laws of 
Delaware, authorized to do business in the States of Arkansas, Louisiana and 
Texas, and having its principal place of business in Shreveport, Louisiana ; 

(2) Applicant owns and operates, among other facilities, a natural-gas 
transmission pipeline system situated in the States of Arkansas, Louisiana and 
Texas, and is engaged in producing and purchasing natural gas in the afore- 
mentioned States and, among other things, is engaged in the transportation 
of natural gas from Texas and Louisiana into Arkansas, and sells such natural 
gas for resale for ultimate public consumption in Arkansas for domestic, com- 
mercial, industrial and other use by means of its natural gas pipe lines and 
appurtenant facilities ; 

(3) Applicant is engaged in the transportation and sale of natural gas in 
interstate commerce for resale for ultimate public consumption and is, there- 
fore, a natural-gas company within the meaning of the Natural Gas Act, as 
heretofore found by the Commission in its order adopted January 26, 1943, 
In the Matter of Arkansas Louisiana Gas Company, docket No. G—252, 3 
F. P. C. 910; ‘ 

(4) The facilities proposed to be constructed, acquired, and operated by ap- 
plicant, as hereinabove described, will be used in the transportation and sale 
of natural gas, subject to the jurisdiction of the Commission, as integral 
parts of applicant’s existing pipeline system, and the proposed construction, 
acquisiton, and operation by applicant are subject to the requirements of sub- 
sections (c) and (e) of section 7 of the Natural Gas Act, as amended; 

(5) Applicant is able and willing properly to do the acts and perform the., 
service proposed and to conform to the provisions of the Natural Gas Act, as 
amended, and the requirements, rules and regulations of the Commission there- 
under ; 

(6) The proposed construction, acquisition, and operation by applicant are 
and will be required by the present and future public convenience and neces- 
sity, and a certificate therefor should be granted as hereinafter ordered and 
conditioned ; 

The Commission orders that: 

(A) A certificate of public convenience and necessity be and it is hereby 
issued authorizing applicant to construct and operate the facilities referred 
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to in paragraph (b), above, and to acquire and operate the facilities referred 
to in paragraph (c), above, and more fully described in its application, for the 
transportation and sale of natural gas, subject to the jurisdiction of the Com- 
mission, upon the terms and conditions of this order ; 

(B) Applicant shall report to the Commission in writing, under oath, the 
dates on which construction of the facilities described in paragraphs (b) and 
(c), above, was commenced and completed, together with the date such fa- 
cilities are put into operation. Applicant shall also report to the Commission, 
under oath, within ten days after the acquisition of the facilities described in 
paragraph (c), above, the fact of such ascquisition and the terms and condi- 
tions thereof, and within six months from the date of consummation of the 
proposed acquisition shall file appropriate accounting entries recording such 
acquisition, as required by the provisions of the Uniform System of Accounts 
for Natural Gas Companies ; 

(C) This certificate shall not be transferable and is without prejudice to 
the authority of this Commission or any other regulatory body with respect to 
rates, service, accounts, valuation, estimate or determination of cost, or any 
other matter whatsoever now pending or which may come before this Com- 
mission or other regulatory body, and nothing herein shall be construed as an 
acquiescence by this Commission in any estimate or determination of cost or 
any valuation of property claimed or asserted ; 

(D) Nothing herein is to be construed as affecting in any manner the deter- 
mination of the service area of applicant or of any other natural-gas company 
under section 7 (f) of the Natural Gas Act; 

(E) This certificate shall be effective as long as applicant continues the 
-operations hereby authorized in accordance with the provisions of the Natural 
gas Act, as amended, and any pertinent rules, regulations, or orders hereto- 
fore or hereafter issued by the Commission. 

(F) Appropriate evidence of the issuance of this certificate shall be fur- 
nished to applicant. 


Order fixing and allocating cost of making headwater benefit determinattons 
Southern California Edison Company Ltd., Pacific Gas and Electric Company 


(Docket Nos. IT-5551, IT-5650, IT-5753, IT-5850) 


February 8, 1944 


Upon consideration of the proceedings which have been had relative to the 
determination of headwater benefits in the cases listed above, covering the 
years 1937 to 1941 inclusive; and 

It appearing to the Commission that: 

(a) On March 12, 1940, a determination was made in docket No. IT-5551 

‘for the years 1937 and 1938, 2 F. P. C. 701; on July 1, 1941, a determination 
was made for the year 1939 in docket No. IT-5650, 2 F. P. C. 1000; on Sep- 
tember 15, 1942, a determination was made for the year 1940 in docket No. 
IT-57538, 3 F. P. C. 813; and on December 28, 1943, a determination was made 
for the year 1941 in docket No. IT-5850; 

(b) All of the determinations referred to followed principles laid down by 
the Commission in its determination of January 23, 1939, 1 F. P. C. 567, 28 
P. U. R. (N.S.) 1, involving projects Nos. 67, 96, and 120, and the cost of 
making the initial determination was paid to the Commission by each of the 
two companies involved, although no costs for subsequent determinations have 
been assessed ; 
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(c) The costs incurred by the Commission in making determinations since 
1939 have amounted to $1,450.00; } 

The Commission finds that: 

(1) It is appropriate, in accordance with the provisions of section 10(f) of 
the Federal Power Act, that the two companies involved should reimburse the 
United States for the costs of making the determinations referred to above; 

(2) The costs incurred by the Commission in making the aforesaid deter- 
minations have amounted to $1,450, one-half of which should be paid by 
Southern California Edison Company Ltd. and one-half by Pacific Gas and 
Electric Company ; 

It is Ordered that: 

(A) The cost of making the aforesaid determinations, $1,450 be and it is 
hereby apportioned equally between Southern California Edison Company Ltd. 
and Pacific Gas and Electric Company ; 

(B) Payment of the proportionate share shall be made by each company 
within 30 days from the receipt of a copy of this order. 


Order granting permission under balance sheet accounts instruction 6-E 
with respect to the disposition of unamortized debt discount and expense 
and redemption premiums associated with refunded bonds and 
bonds to be refunded 


Florida Power Corporation 
(Docket. No. I'T-5874) 
February 8, 1944 


Upon consideration of the application of Florida Power Corporation (here- 
inafter referred to as applicant) filed December 31, 1943, and amended Janu- 
ary 27, 1944, for permission under balance sheet accounts instruction 6-E of 
the Commission’s Uniform System of Accounts Prescribed for Public Utilities 
and Licensees to dispose of unamortized “debt discount and expense and call 
premium associated with issues of bonds and debentures heretofore refunded 
and with issues of bonds and debentures presently to be refunded; and 

It appearing to the Commission that: 

(a) Applicant was incorporated under the laws of the State of Florida July 
18, 1899, and is the surviving corporation resulting from a merger, as of De- 
cember 31, 1943, of Florida Power Corporation, Florida Public Service Com- 
pany, Sanford Gas Company and Santa Fe Land Company ; 

(6b) Applicant proposes to refund first mortgage bonds and debentures 
issued by the companies named in the following amounts: 


Florida Power Corporation : 
First mortgage 4%, series C, bonds due January 1, 1966______ $11,000,000 
Serial debentures 344%, maturing 1945 to 1956 

Florida Public Service Company : 
First mortgage 4% bonds due July 1, 1955 5,148,400 
Serial debentures 444%, maturing 1946 to 1955 


(c) The unamortized balances of debt discount, expense and call premiums, 
as of December 31, 1943, applicable to securities heretofore refunded consist 
of the following items: 
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Florida Power Corporation: 
Bonds: 
Debt discount and expense: 
Series A and series B $647,807.29 
Call premiums on series A and series B 331,986.11 


Total bonds $979,793.40 
Debentures 6,329.23 


Total as of Dec. 31, 1943 986,122.63 


(d) The amounts of debt discount, expense and call premiums, as of, Decem- 
ber 31, 1943, applicable to securities presently to be refunded consist of the 
following items: 


Bonds: 
Florida Power Corporation : 
Series C, due 1966: 
Unamortized discount and expense 272,738.50 
Call premiums (to be incurred) 440,000.00 
Florida Public Service Company : 
Series C, due 1955: 
Call premiums (to be incurred) 102,968.00 
Total, bonds t ook. nde SRR AOREO 
Debentures : 
Florida Power Corporation—34%— 
Unamortized debt discount and expense__-_-_-- 5,185.83 
Call premiums (to be incurred) 12,500.00 
Florida Public Service Company—4%%— 
Unamortized debt discount and expense __-_ 17,741.00 
Call premiums (to be incurred) 22,000.00 


Total, debentures 2202 2 UelbL aL il 4 57,426.83 
"878,133.33 


(e) Unamortized debt discount and expense as of December 31, 19438, and 
call premiums to be incurred aggregate $1,859,255.96 ; 

(f) The applicant proposes to charge earned surplus in 1944 with $57,426.83 
and income with $6,329.23 relating to the debentures, leaving a balance of $1,- 
795,499.90 for disposition as follows: 


Charge to capital surplus $979,793.40 
Charge to special amortization in 1944 for tax savings 200,000.00 
Charge to income at rate of $84,000 per annum for estimated net 

saying in. Sanwa) interest CRATES .... <2 on cn insns uss . 615,706.50 


(g) Paragraph E of balance sheet accounts instruction 6 of the Commission's 
Uniform System of Accounts provides that when redemption of one issue or 
series of bonds or other long-term obligations is financed by another issue or 
series before the date of maturity of the first issue, any unamortized discount, 
expense, or premium on the first issue and any premium paid or discount 
earned on reacquirement shall be debited or credited, as appropriate, to Ac- 
count 414, miscellaneous debits to surplus, or Account 401, miscellaneous cred- 
its to surplus, provided, however, that if the applicant desires to amortize any 
of the discount, expense, or premium associated with the issuance or redemp- 
tion of the first issue over a period subsequent to date of redemption, permis- 
sion of the Commission must be obtained. 
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The Commission, having considered the application as amended and other 
matters of record and in the files of the Commission, furnished by applicant, 
jinds that: 

(1) Applicant owns and operates facilities for the transmission and sale at 
wholesale of electric energy in interstate commerce and by reason of its own- 
ership and operation of such facilities is a public utility within the meaning 
of that term as used in the Federal Power Act; 

(2) Florida Power Corporation (prior to the merger) carried forward its 
then capital surplus (but no earned surplus) in the amount of $1,167,518.52 to 
the surviving company and had the amount of $979,793.40, aggregate of debt 
discount, expense and call premiums on series A and B bends heretofore re- 
funded, been written off prior to said merger, the capital surplus thus remain- 
ing to be carried forward would have been correspondingly reduced to the 
sum of $187,725.12. Applicant by its proposal presently to charge the sum 
of $979,793.40 to capital surplus thereby achieves the same result as though 
said amount had been written off prior to the merger ; 

(3) The disposition of a portion of unamortized discount, expense and call 
premiums aggregating $815,706.50, associated with bonds to be refunded, by 
a charge to special amortization in 1944 for estimated tax savings from re- 
funding transactions in the sum of $200,000 and by annual charges to income 
at the rate of $84,000, estimated annual net interest saving, will dispose of 
the balance, $615,706.50 within a period of seven years and four months, 

The Commission orders that: 

(A) Permission is hereby granted applicant to dispose of unamortized dis- 
count, expense and call premiums associated with bonds heretofore refunded 
and to dispose of unamortized discount, expense and call premiums to be in- 
curred in connection with bonds presently to be refunded in accordance with 
the plan described in paragraph (f) hereof, provided, however, that applicant 
shall initiate the amortization of the amount of $615,706.50 immediately upon 
consummation of the contemplated refunding transaction and, further, that 
applicant may accelerate amortization of said amount if it shall desire so to 
do: 

(B) The permission granted herein is for accounting purposes only and 
shall not be construed as a finding with respect to the reasonableness of such 
charges should such an issue arise in any proceeding affecting the rates, 
charges, practices, rules, regulations or tariffs of the applicant. 


Determination and order for emergency use of interconnection 
Wisconsin Power and Light Company 
(Docket No. IT-5870) 
February 8, 1944 


Wisconsin Power And Light Company filed an application on November 20, 
1943, and later supplemented, for a determination and order under section 
202(d) of the Federal Power Act that its status under the Act shall not be 
affected by the use of the Waukegan-Kenosha interconnection between the 
systems of Wisconsin Electric Power Company and Public Service Company of 
Northern Illinois. 

From the application, and other pertinent material in the records and files 
of the Commission, it appears that: 

(a) Wisconsin Power and Light Company (hereinafter designated as ap- 

































































516 FEDERAL POWER COMMISSION 


. 
plicant) is a Wisconsin corporation having its principal office in Madison, 
Wisconsin, and owns and operates electric utility facilities in Wisconsin, over 
certain of which facilities energy generated in Wisconsin is transmitted and 
sold at wholesale for consumption in Illinois, and energy generated in Illinois 
is transmitted and sold at wholesale for consumption in Wisconsin ; 

(b) Applicant’s system is variously interconnected with that of Wisconsin 
Electric Power Company (hereinafter designated as Wisconsin Electric), which 
is in turn interconnected with that of Public Service Company of Northern 
Illinois (hereinafter designated as Public Service) at the Wisconsin-Ilinois 
State line between Kenosha, Wisconsin, and Waukegun, Illinois (designated 
as the Waukegan-Kenosha interconnection) ; 

(c) The use of the Waukegan-Kenosha interconnection has heretofore been 
the subject of Commission determinations and orders under section 202(d) 
of the Act, In the Matters of Wisconsin Electric Power Company, docket No. 
IT-5805, 3 F. P. C. 889, Public Service Company of Northern Illinois, docket 
No. IT-5816, 3 F. P. C. 980, and Commonwealth Edison Company and others, 
docket No. IT-5860, supra, p. 506; 

(d) The system operations of applicant and its interconnections with Wis- 
consin Electric may result in flows of electric energy across the Wisconsin- 
Illinois State line from, into, or in the system of applicant by means of the use 
of the Waukegan-Kenosha interconnection ; 

The Commission, upon consideration of the foregoing, finds that: 

(1) Applicant owns and operates facilities which may be facilities for the 
transmission and sale at wholesale of electric energy in interstate commerce, 
and may be a public utility within the meaning of section 201 of the Act; 

(2) The use of the Waukegan-Kenosha interconnection as above described 
may result in flows of electric energy in interstate commerce from, into, or in 
the system of applicant ; 

(3) The use of the Waukegan-Kenosha interconnection during the present 
war emergency but not beyond ninety days after the cessation of hostilities, 
has heretofore been found desirable in the public interest to aid in the war 
effort, In the Matters of Wisconsin Electric Power Company, docket No. IT- 
5805, and Public Service Company of Northern Illinois, docket No. IT-5816, 
and should not affect the status of applicant under the Act; 

(4) The provisions hereinafter specified make it unnecessary to pass upon 
other aspects of the application ; 

Wherefore, the Commission determines and orders that: 

(A) The use of the Waukegan-Kenosha interconnection within the limitations 
of the Commission determinations and orders In the Matters of Wisconsin 
Electric Power Company, docket No. IT-5805, and Public Service Company of 
Northern Illinois, docket No. IT-5816, during the present war emergency, but 
not beyond ninety days after the cessation of hostilities, shall not affect the 
status of applicant under the Act; 

(B) This determination and order is expressly limited to the use of the 
Waukegan-Kenosha interconnection as provided herein, and any and all ex- 
emptions granted hereby are expressly limited by the conditions that: 

(i) Under no circumstances shall it be assumed or contended by or on behalf 
of applicant that anything done pursuant hereto affects, or shall in any way 
affect, the determination of the status of applicant under the Act by, reason 
of its operations other than the use of such interconnection pursuant hereto; 

(ii) Such exemptions shall terminate and cease to have force or effect from 
and after ninety days following the cessation of present war hostilities, unless 
the Commission shall hereafter extend such exemptions by further determina- 
tion and order ; 
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(C) Applicant shall promptly file with the Commission two copies of any 
agreements or contracts involving or affected by the use of the Waukegan—Keno- 
sha interconnection which have not heretofore been so filed ; 

(D) The Commission may hereafter, upon its own motion or upon complaint, 
make such investigations in this matter as it may deem necessary and modify 
or terminate any or all provisions of this determination and order. 


Order denying application for eremption from payment of annual 
charges and waiving penalties 


Loup River Public Power District 
(Project No. 1256) 
February 15, 1944 


Upon application filed March 26, 1943, by Loup River Public Power District, 
licensee for projct No. 1256, for partial exemption from payment of annual 
charges for the year ended December 31, 1942, pursuant to the terms of section 
10(e) of the Federal Power Act and the regulations of the Commission there- 
under, on the ground that part of the power generated by the project was sold 
for resale to or interchanged with corporations not organized for profit; and 

It appearing that: 

(a) Loup River Public Power District, The Central Nebraska Public Power 
and Irrigation District, licensee for project No. 1417, and Platte Valley Public 
Power and Irrigation District, licensee for project No. 1835, have joined to- 
gether to form the Nebraska Public Power System, the energy generated by 
each being intermingled and each licensee participating in the revenue of the 
System to the extent of its requirements for operating expenses and fixed 
charges ; 

(b) Licensee contends that 74.01 per cent of the Nebraska Public Power 
System revenue is derived from sales of energy to organizations which resell 
the energy on a nonprofit basis, and licensee claims exemption from payment 
of annual charges to this extent, or an exemption of $3,164.50; 

(c) Of the total of 372,987,787 kilowatt-hours of electric energy sold in 1942 
by the System, 199,825,880 kilowatt-hours were sold to Consumers Public Power 
District ; 32,767,624 kilowatt-hours were sold to miscellaneous municipalities 
and power districts ; and the remainder of 140,394,283 kilowatt-hours was sold to 
a defense plant and to non-associated utilities for resale to the public at a 
profit ; 

(d) An Analysis of Operations of the Consumers Public Power District pre- 
pared for the District by R. W. Beck and Associates, Public Utility Analysts 
and Engineers, of Seattle, Washington, indicates that this district was operated 
at a profit in 1942; and the licensee has not furnished data to show that the 
miscellaneous municipalities and power districts to which electric energy was 
sold by the System in 1942 were operated without profit during that year; 

The Commission, having considered the application, the record thereon, and 
other pertinent information, finds that: 

(1) The licensee has not submitted satisfactory evidence that any of the 
electric energy sold by the Nebraska Public Power System during the year 
ended December 31, 1942, was sold to the public without profit or was used for 
state or municipal purposes and, therefore, licensee is not entitled to any ex- 
emption from payment of the annual charges for that year; 
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(2) It is not inconsistent with the public interest to waive any penalties 
arising by reason of delay in filing the application; and 

It is ordered that: 

(A) The application for exemption from payment of annual charges for 
project No. 1256 for the year ended December 31, 1942, is hereby denied, and 
the annual charges for that year in the amount of $4,275.78 shall be paid with- 
in 30 days from the date of receipt of a copy of this order ; 

(B) Payment of any penalty arising out of licensee’s delay in filing the ap- 
plication is hereby waived, provided payment of annual charges is made as 
above ordered. 


Order denying application for eremption from payment of annual 
charges and waiving penalties 


The Central Nebraska Public Power and Irrigation District 
(Project No. 1417) 
February 15, 1944 


Upon application filed April 3, 1943, as later supplemented, by The Central 
Nebraska Public Power and Irrigation District, licensee for project No. 1417, 
for partial exemption from payment of annual charges for the year ended De- 
cember 31, 1942, pursuant to the terms of section 10(e) of the Federal Power 
Act and the regulations of the Commission thereunder, on the ground that part 
of the power generated by the project was sold for resale to or interchanged 
with corporations not organized for profit ; and 

It appearing that: 

(a) The Central Nebraska Public Power and Irrigation District, Loup River 
Public Power District, licensee for project No. 1256, and Platte Valley Public 
Power and Irrigation District, licensee for project No. 1835, have joined to- 
gether to form the Nebraska Public Power System, the energy generated by 
each being intermingled and each licensee participating in the revenue of the 
System to the extent of its requirements for operating expenses and fixed 
charges ; 

(b) Of the total of 372,987,787 kilowatt-hours of electric energy sold in 1942 
by the System, 199,825,880 kilowatt-hours were sold to Consumers Public Power 
District ; 32,767,624 kilowatt-hours were sold to miscellaneous municipalities 
and power districts; and the remainder of 140,394,283 kilowatt-hours was sold 
to a defense plant and to non-associated utilities for resale to the public at a 
profit ; 

(c) An Analysis of Operations of the Consumers Public Power District pre- 
pared for the District by R. W. Beck and Associates, Public Utility Analysts 
and Engineers, of Seattle, Washington, indicates that this district was operated 
at a profit in 1942; and the licensee has not furnished data to show that the 
miscellaneous municipalities and power districts to which electric energy was 
sold by the System in 1942 were operated without profit during that year; 

The Commission, having considered the application, the record thereon, and 
other pertinent information, finds that: 

(1) The licensee has not submitted satisfactory evidence that any of the 
electric energy sold by the Nebraska Public Power System during the year 
ended December 31, 1942, was sold to the public without profit or was used 
for state or municipal purposes and, therefore, licensee is not entitled to any 
exemption from payment of the annual charges for that year: 
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(2) It is not inconsistent with the public interest to waive any penalties 
arising by reason of delay in filing the application; and 

It is ordered that: 

(A) The application for exemption from payment of annual charges for 
project No. 1417 for the year ended December 31, 1942, is hereby denied, and 
the annual charges for that year in the amount of $3,922.15 shall be paid with- 
in 30 days from the date of receipt of a copy of this order ; 

(B) Payment of any penalty arising out of licensee’s delay in filing the ap- 
plication is hereby waived, provided payment of annual charges is made as 
above ordered. 


Order modifying order authorizing transmission of electric energy to Canada 
Great Northern Utilities Company 
(Docket No. IT-5377) 
February 15, 1944 


It appearing that: 

(a) Pursuant to section 202(e) of the Federal Power Act, the Commission 
by order adopted February 25, 1936, authorized Great Northern Utilities Com- 
pany, a Montana corporation (hereinafter referred to as the company) with 
principal office in the City of Great Falls, Montana, to transmit electric energy 
from a point in the State of Montana to a point on the international boundary 
line between the town of Sweetgrass, Montana, and the town of Coutts, Prov- 
ince of Alberta, Canada, and to deliver said electric energy to Southern Utilities 
Company, Ltd., a Canadian corporation engaged in the distribution of electric 
energy in the aforesaid town of Coutts; 

(b) On August 27, 1942, the company accepted the terms and conditions of 
a Presidential Permit signed by the President of the United States on August 
6, 1942, authorizing the operation, maintenance, and connection at the border 
of the United States of the facilities used in the transmission of electric energy, 
heretofore authorized; and 

The Commission finds that: 

It will be in the public interest and will more adequately protect the suffi- 
ciency of supply of electric energy within the United States to limit, as herein- 
after. provided, the amount of electric energy authorized by the aforesaid order 
of February 25, 1936, to be transmitted to Canada; and 

It is ordered that: 

(A) The aforesaid order of February 25, 1936, be and it is hereby modified 
to limit the amount of electric energy authorized to be transmitted from the 
United States to Canada by the company, as follows: 

Over the circuit which crosses the international boundary line at a point 
between the towns of Sweetgrass, Montana, and Coutts, Province of Alberta, 
Canada, up to 100,000 kilowatt-hours per year at a rate not to exceed 50 kilo- 
watts ; 

(B) The aforesaid authorization, as modified by this order, may be further 
modified from time to time or terminated upon further order of the Commission, 
but in no event shall such authorization extend beyond the date of termination 
or expiration of a Presidential Permit authorizing the operation, maintenance 
and connection of the facilities used in the transmission of electric energy pur- 
suant to such authorization ; 

(C) The company shall conduct all operations pursuant to the aforesaid au- 
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thorization in accordance with the provisions of the Federal Power Act and 
any pertinent rules, regulations or orders issued by the Commission ; 

(D) The company shall install and maintain adequate metering equipment 
to measure the flow of all energy transmitted from the United States to Canada 
pursuant to the aforesaid authorization ; shall make, keep, and preserve full and 
complete records with respect to the movement of such energy; and shall furn- 
ish to the Commission such reports with respect to said transmission of electric 
energy as the Commission may deem necessary or appropriate and in such 
form and manner as the Commission may prescribe ; 

(E) The aforesaid authorization to transmit electric energy to Canada shall 
not be transferable or assignable, but shall continue in effect temporarily for 
a reasonable time thereafter in the event of the involuntary transfer of facili- 
ties used hereunder by operation of law (including such transfers to receivers, 
trustees, or purchasers under foreclosure or judicial sale) pending the making 
of an application for permanent authorization and decision thereon, provided 
notice is promptly given in writing to the Commission accompanied by a state- 
ment that the physical facts relating to sufliciency of supply, rates, and nature 
of use remain substantially the same as before the transfer ; 

(F) The aforesaid authorization shall not deprive any State, State regulatory 
commission, or the Dominion of Canada, of the exercise of the lawful authority 
vested in such State, State regulatory commission, or the Dominion of Canada, 
over the company; 

(G) The aforesaid authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, ac- 
counts, valuation, estimate or determination of cost, or any other matter what- 
soever which may come before this Commission, or such other regulatory body, 
and nothing in this order shall be construed as an acquiescence by this Com- 
mission in any estimate or determination of cost or any valuation of property 
claimed or asserted ; 

(H) Concurrently with the service of this order, the Presidential Permit 
described in paragraph (b) hereof be released and a copy transmitted to Great 
Northern Utilities Company by the Secretary. 


Order fixing place of hearing and providing for cooperative procedure 
The Montana Power Company 
(Docket No. IT-5825) 
February 16, 1944 


(a) The Federal Power Commission, having heretofore by orders of December 
28, 1943, supra, p. 474, and January 18, 1944, provided that a hearing in the 
above-entitled matter should be held commencing March 13, 1944, at 9:45 a.m., 
M.W.T., in the State of Montana, and having provided that the Public Service 
Commission of the State of Montana might participate in the hearing as pro- 
vided in Part 39 of the Federal Power Commission’s Rules of Practice and 
Regulations which embodies the procedure agreed upon with the National As- 
sociation of Railroad and Utilities Commissioners ; 

(ob) The Public Service Commission of the State of Montana, by its orders 
of January 6, 1944, and January 18, 1944, In the Matter of the Reclassification 
of Accounts of The Montana Power Company, having set a hearing therein 
for February 28, 1944, at its offices at Helena, Montana; and 
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(c) On February 7 and 8, 1944, a- majority of the members of the Public 
Service Commission of Montana having conferred, as contemplated by the 
above-mentioned agreement, with the Federal Power Commission and having 
expressed their purpose to have the Montana Commission participate with the 
Federal Power Commission in a joint hearing as hereinafter provided ; 

The Commission orders that: 

(A) The hearing in the above-referred-to proceedings shall be conducted as a 
joint hearing, commencing March 13, 1944, at 9:45 a.m., M.W.T., in the Court 
Room or the District Court of the United States for the District of Montana, 
Federal Building, Butte, Montana; 

(B) The joint hearing shall be presided over by a representative of the 
Federal Power Commission, designated in the usual manner, and the Chairman 
of the Montana Commission (together hereinafter referred to as “presiding 
officers”), but any member of either Commission may sit with them at any 
time ; 

(C) The presiding officers may by joint announcement provide that rulings 
announced by one shall be deemed concurrent rulings of both except where di- 
vergent rulings shall separately be announced. The record of the proceedings 
shall show the joint hearing as constituting the hearing of each Commission ex- 
cept that, if divergent rulings are made, the record shall be so reported as to 
separate and distinguish clearly the proceedings of the respective Commissions 
in accordance with the rulings of their respective presiding officers. In case the 
ruling of one presiding officer has the effect of admitting any voluminous ex- 
hibit or extensive testimony, excluded by ruling of the other presiding officer, 
the taking of such evidence will be deferred until after the completion of all 
proceedings which can be conducted under concurrent rulings. In all other 
respects the hearing shall be conducted upon behalf of the Federal Power Com- 
mission as provided for in the Federal Power Act and the Rules of Practice and 
Procedure prescribed thereunder, it being intended that each Commission shall 
control its own record and adopt its own separate final order thereon. Before 
either Commission enters any such order, opportunity will be afforded for 
conference between the Federal Power Commission and the Public Service 
Commission of Montana ; 

(D) All provisions of this order shall apply to the incorporation of the por- 
tion of the testimony of C. F. Kelley and W..D. Thornton heretofore taken on 
deposition and the cross-examination of said C. F. Kelley and W. D. Thornton, 
which shall be completed at said hearing ; 

(E) The hearing may be adjourned from time to time and place to place by 
the presiding officers. 


Order approving disposition of amounts classified in Account 100.5, electric 


plant acquisition adjustments, and acquisition adjustments within Account 
108, other utility plant 


Mountain States Power Company 
° February 22, 1944 


It appearing to the Commission that: 

(a) On October 30, 1939, Mountain States Power Company, Albany, Oregon 
(hereinafter sometimes referred to as “Mountain States”), a subsidiary of 
Standard Gas and Electric Company, filed its reclassification and original cost 
studies with this Commission pursuant te electric plant accounts instruction 
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2-D of the Uniform System of Accounts Prescribed for Public Utilities and 
Licensees, and the Commission’s order of May 11, 1937, pertaining thereto; 

(b) An office review of the statement submitted indicated that the studies 
were deficient in certain respects. Thereafter Mountain States submitted addi- 
tional data at the request of the Commission’s staff and on March 13, 1940, the 
studies were accepted for filing, subject to a field examination at a later date; 

(c) Thereafter a field examination was made by the staff of the Commission 
in collaboration with the staff of the Public Utilities Commissioner of Oregon ; 

(d) At the conclusion of the field examination, conferences were held be- 
tween representatives of Mountain States and the staffs of this Commission 
and the Publie Utilities Commissioner of Oregon ; 

(e) Mountain States as a result of these conferences, on October 25, 1943, 
submitted revised studies, including proposals for the disposition of the amounts 
established in the various adjustment accounts ; 

(f) As the staff’s examination was conducted jointly with the staff of the 
Public Utilities Commissioner of Oregon, the revised studies submitted covered 
the entire company-owned property including therein the reclassification of 
both electric and other utility plant (gas, steam heat, water and telephone) ; 

(g) Mountain States’ revised studies reflect a total of $4,665,866.01 classified 
as plant acquisition adjustments, as of January 1, 1937, of which $4,007,974.86 
was established in Account 100.5, electric plant acquisition adjustments, and 
$657,891.15 was established within Account 108, other utility plant, as represent- 
ing the excess of book cost over original cost of utility properties other than 
electric acquired prior to January 1, 1937; 

(h) The amount of $4,007,974.86 classified in Account 100.5, electric plant 
acquisition adjustments, by Mountain States has been reduced as a result of 
adjustments and retirements to $3,261,482.78 as of December 31, 1942; 

(i) The amount of $657,891.15 classified in Account 108, other utility plant, 
by Mountain States has been reduced as a result of adjustments and retire- 
ments to $520,171.01 as of December 31, 1942; 

(j) The revised studies further reflected 2 total of $573,094.87 classified as 
plant in process of reclassification, of which $525,862.48 was allocated to Ac- 
count 100.6, electric plant in process of reclassification, and $47,232.39 to Ac- 
count 108, other utility plant, representing the estimated amount of profit in- 
cluded in fees paid to an affiliate, Byllesby Engineering and Management 
Corporation ; 

(k) Mountain States’ revised studies reflect certain transfers of amounts 
in the plant accounts to other balance sheet accounts which were made without 
Commission approval and not included in the total amount of $4,665,866.01, 
plant acquisition adjustments. The staffs concur in this disposition, as set 
forth below: 

To state in plant account the cost of transformers carried at 
date of reclassification as materials and supplies: 


DHL. -REGOOTIRIS, OTN GUID. (nn oe nic eine pnes— ey ($104,871.04) 
BR: GORA UEE MRO? Bdctrctccincitcrdinicemepadiccisciiaapiniined ( 1,890.51) 
242.. Other deferred crpGlte o2bnd 21 etblee wins wn ( 267.92) 


( 107,029.47) 
Correction of billing for engineering services: 
2 Es. ORT a. en ce eek: 5,543.55 
Discount on automobile purchased during 1936 which was 
charged to plant account at full value: 
Too. meopene -Tecervare ——. oS ee. 16.97 
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(1) Mountain States proposes to retain the amounts referred to in para- 
graph (j) as plant in process of reclassification (Accounts 100.6 and 108) 
pending a final decision on similar items by the Courts in The California 
Oregon Power Company v. Federal Power Commission now pending before the 
United States Circuit Court of Appeals for the Ninth Cireuit, No. 10,429, (150 
F. 2d 25), and thereafter to dispose of the amounts in accordance with the de- 
cision therein; further Mountain States claims that due to retirements since 
the date of the studies such amounts are subject to revision ; 

(m) The staffs of this Commission and the Public Utilities Commissioner 
of Oregon recommended that Mountain States’ proposal with respect to the 
profit on fees be approved; provided, that such portion of the amounts of 
$525,862.48 and $47,232.39 as may be remaining at December 31, 1948, be clas- 
sified as plant adjustments in Accounts 107 and 108, respectively, and that 
Mountain States shall within 90 days hereof file journal entries effecting this 
reclassification ; ‘ 

(n) Mountain States proposes and requests Commission approval to the dis- 
position of the remaining adjustment of $3,781,653.79 as of December 31, 1942, 
classified in Account 100.5, electric plant acquisition adjustments ($3,261,- 
482.78), [and in Account 108, other utility plant ($520,171.01), as follows:] 


To Account 250, reserve for depreciation—special, representing 

the balance remaining in this account as of December 31, 1942 $ 118,859.49 
To Account 270, capital surplus 3,062,794.30 
Remaining amount to be amortized over a 10-year period be- 

ginning January 1, 1944, through annual charges to Account 

414, miscellaneous debits to surplus 600,000.00 


Total ~~ 8,781,653.79 


(o) Mountain States in its revised studies has classified all the excess of 
recorded cost over original cost in plant acquisition adjustments. The staffs of 
this Commission and the Public Utilities Commissioner of Oregon consider the 
major portion of such excess to be in the nature of write-ups which are prop- 
erly classifiable as plant adjustments, but agree that at least $600,000 which 
Mountain States proposes to amortize over a period of ten years, is properly 
classifiable as plant acquisition adjustments ; 

(p) By letter of December 7, 1943, the Public Utilities Commissioner of 
Oregon has indicated that he is in agreement with the company’s proposed 
disposition plans subject to the above modifications ; 

The Commission finds that: 

(1) The adjustments made by Mountain States of $101,468.95 as described 
in the above paragraph (k) are reasonable and appropriate for the purposes 
of the Federal Power Act and should be approved ; 

(2) Pending a final decision by the courts in the case of The California 
Oregon Power Company vy. Federal Power Commission now pending before 
the United States Circuit Court of Appeals for the Ninth Circuit, No. 10,429, 
supra, it is reasonable and appropriate for the purposes of the Act not to re- 
quire disposition at this time of the amounts referred to in paragraph()j) ; 
provided, that Mountain States classify such portions of $525,862.48 and $47,- 
232.39 as may be remaining as of December 31, 1943, in Accounts 107 and 108, 
respectively ; 

(3) The disposition of the $3,261,482.78 classified in Account 100.5, and the 
$520,171.01 classified in Account 108, as proposed in paragraph (mn) is reason- 
able and appropriate for the purposes of the Act and should be approved; 
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The Commission orders that: 
(A) The accounting adjustments made by Mountain States of $101,468.95 
described in paragraph (k) are approved ; 

(B) Mountain States, pending further order of the Commission, shall within 
90 days from the date of this order, classify such portions of the amounts of 
$525,862.48 and $47,232.39 referred to in paragraph (j) as may be remaining 
as of December 31, 1948, in Accounts 107, electric plant adjustments, and 108, 
other utility plant, respectively, and submit certified copies of journal entries 
effecting the reclassification thereof ; 

(C) Mountain States dispose of the amount of $3,261,482.78 classified in Ac- 
count 100.5, electric plant acquisition adjustments, and the amount of $520,- 
171.01, classified in Account 108, other utility plant, as proposed in paragraph 
(n) hereof; 

(D) Mountain States submit within 30 days from the date of this order 

certified copies of the entries giving effect to the disposition of the amounts 
“in Accounts 100.5 and ,108, respectively, as herein approved and directed, ex- 
cept that with respect to the amortization of the $600,000, referred to in 
paragraph (n) hereof, Mountain States shall submit within 30 days after the 
close of each year, beginning with the year 1944, certified copies of amortiza- 
tion entries. 

(E) The provisions of this order are not to be construed as dispensing 
with the necessity for full compliance with the requirements of the Public 
Utility Holding Company Act of 1935 and the rules, regulations and orders 
issued by the Securities and Exchange Commission. 


Order consolidating proceedings and firing date of hearing 
Hope Natural Gas Company 
(Docket Nos. G-420, G-434, G-485, G-466, G-511, G-512) 
February 22, 1944 


Upon consideration of the following applications filed by Hope Natural Gas 
Company (hereinafter sometimes referred to as “applicant’’) for certificates 
of public convenience and necessity pursuant to section 7 of the Natural Gas 
Act, as amended: 

(a) Application filed October 6, 1942 (docket No. G-420) for authority to 
eonstruct and operate at the West Virginia-Pennsylvania State line facilities 
to connect with the facilities of Mount Morris Gas Company and to authorize 
applicant to sell natural gas to Mount Morris Gas Company for transportation 
and resale in Pennsylvania’ ; 

(b) Application filed March 31, 1948 (docket No. G-434) for authority to 
construct and operate 6% miles of 12%-inch natural-gas pipe line in Geary 
District, Roane County, West Virginia, to connect applicant’s pipe-line system 
with the pipe-line system of United Fuel Gas Company at the latter’s Lewis 


1 By letter of October 6, 1942, the company requested a temporary certificate covering 
the facilities and the sales of natural gas for resale to Mount Morris Gas Company as 
described. By telegram of October 10, 1942, the Commission granted applicant temporary 
authorization to connect its facilities with those of Mount Morris Gas Company and to 
serve natural gas to such company for resale in the State of Pennsylvania, and there- 
after, on October 15, 1942, the Commission issued to applicant a temporary certificate 
covering such construction, operation and sale. 
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Compressor Station for the purpose-of increasing the deliverability of appli- 
cant’s pipe-line system to serve its present customers in West Virginia, Ohio 
and Pennsylvania? ; 

(c) Application filed December 16, 1942 (docket No. G-435) for authority 
to construct and operate approximately 934 miles of 10-inch natural-gas pipe 
line in Clay District, Harrison County, West Virginia, extending from appli- 
cant’s Bridgeport Compressor Station to a point on applicant’s line H-17 
leading to its Peoria Compressor Station, and the installation and operation 
of a 500 horsepower gas engine at the applicant’s existing Bridgeport Com- 
pressor Station for the purpose of increasing the deliverability of applicant’s 
pipe-line system to serve its present customers in West Virginia, Ohio and 
Pennsylvania’ ; 

(d) Application filed April 24, 1943 (docket No. G-—466) for authority to 
acquire from South Penn Natural Gas Company and to operate “such of the 
facilities hereinafter specified and located in Lewis and Doddridge Counties, 
West Virginia, as lawfully require such certificate under said section 7”; 

(i) 5,800 acres of operated leaseholds having drilled thereon some 123 oil 
wells; 

(ii) 2,680 acres of unoperated leaseholds ; 

(ili) About 65 miles of gathering lines ranging in size from 1-inch to 10-inch; 

(iv) One 695 hp. compressor station with adjacent gasoline extraction 
plant ; 

(v) Miscellaneous property and facilities such as warehouses, dwellings 
and office buildings, meters and regulators‘; 

(e) Application filed December 7, 1943 (docket No. G-—511) for authority 
to construct and operate at applicant’s existing Cornwell Compressor Station, 
Kanawha County, West Virginia, the following described facilities: 

(i) One gas engine driven gas compressor of 1,000 horsepower ; 

(ii) Two high stage gas compressors ; 

(iii) Gas and water coolers and other appurtenant equipment ; 

In addition, applicant proposes to revamp some of its existing equipment 
located at the compressor station. The main changes proposed will consist of 
strengthening the present station piping system, the replacing of two low 
stage compressors by high stage compressors and of making a small extension 
to the present dehydration plant’; 

(f) Application filed December 7, 19438 (docket No. G-512) for authority 
to construct and operate a natural-gas dehydration plant and appurtenant 
equipment to be located at applicant’s existing Bridgeport Compressor Station 
in Harrison County, West Virginia ;° 

It appearing to the Commission that: 

xood cause exists for consolidating the above-entitled matters for the pur- 
poses of hearing; 

The Commission orders that: 


2 Pursuant to telegraphic request therefor filed November 30, 1942, temporary author- 
ization for the construction and operation of the facilities described was granted appli- 
cant by the Commission by telegram of December 1, 1942. 

? Pursuant to telegraphic request therefor filed November 30, 1942, temporary author- 
ization for the construction and operation of the facilities described was granted appli- 
cant by the Commission by telegram of December 4, 1942. 

*Pursuant to telegraphic request therefor filed May 7, 1943, temporary authorization 
for the acquisition and operation of the facilities described was granted applicant by the 
Commission by telegram of May 8, 1943. 

5 Pursuant to telegraphic request therefor filed December 27, 1943, temporary author- 
ization for the construction and operation of the facilities described was granted appli- 
cant by the Commission by telegram of January 1, 1944. 
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(A) The proceedings in the above-entitled matters be and they are hereby 
consolidated for the purposes of hearing ; 

(B) A public hearing be held commencing on April 12, 1944, at 9:45 a.m., 
in the Hearing Room of the Federal Power Commission, 1800 Pennsylvania 
Avenue, N. W., Washington, D. C., respecting the matters involved and the 
issues presented in these proceedings ; 

(C) Interested State commissions may participate in this hearing as pro- 
vided in section 67.4 of the Provisional Rules of Practice and Regulations un- 
der the Natural Gas Act. 


Order consolidating proceedings for hearing and suspending 
proposed increased rates 


Godfrey L. Cabot, Inc. and Cabot Gas Corporation 
(Docket Nos. G-—523, G-529) 
February 22, 1944 


It appears to the Commission that: 

(a) Godfrey L. Cabot, Ine. is engaged in the sale of natural gas to its 
wholly-owned subsidiary, Cabot Gas Corporation, and to Producers Gas Com- 
pany pursuant to the rate schedules designated, respectively, Godfrey L. Cabot, 
Ine. rate schedule FPC No. 1 and supplement No. 8 thereto and Godfrey L. 
Cabot, Inc. rate schedule FPC No. 5 and supplement No. 2 thereto. Natural 
gas so obtained by Cabot Gas Corporation is in turn resold by it to Pavilion 
Natural Gas Company pursuant to Cabot Gas Corporation rate schedule FPC 
No. 1 and supplements Nos 1, 3 and 7 thereto; 

(b) Cabot Gas Corporation sells natural gas at retail in the communities 
of Hume, Fillmore and Rossburg, New York, in addition to its wholesale sales 
to Pavilion Natural Gas Company. Producers Gas Company distributes and 
sells natural gas for ultimate public consumption in portions of Cattaraugus 
and Allegany Counties, New York. Pavilion Natural Gas Company distributes 
and sells natural gas for ultimate public consumption in Genesee, Livingston 
and Wyoming Counties, New York; 

(c) By a telegram of January 8, 1944, the Commission authorized the New 
York State Natural Gas Corporation to make emergency deliveries of natural 
gas to Godfrey L. Cabot, Inc. Such deliveries are to meet the requirements 
of the customers of Godfrey L. Cabot, Inc., including Cabot Gas Corporation 
and Producers Gas Company ; 

(d) On February 14, 1944, Godfrey L. Cabot, Inc. filed rate schedules 
providing for the sale of the emergency natural gas referred to in paragraph 
(c), above, to Cabot Gas Corporation and Producers Gas Company at rates 
higher than those provided for in the rate schedules now in effect and re- 
ferred to in paragraph (a), above. Such proposed increased rates are con- 
tained, respectively, in supplement No. 10 to Godfrey L. Cabot, Inc. rate 
schedule FPC No. 1 and supplement No. 3 to Godfrey L. Cabot, Inc. rate 
schedule FPC No. 5; 

(e) On February 14, 1944, Cabot Gas Corporation also filed a schedule of 
increased rates for the sale to Pavilion Natural Gas Company of the emer- 
gency natural gas referred to in paragraph (c), above. Such rate schedule is 
designated supplement No. 9 to Gabot Gas Corporation rate schedule FPC 
No. 1; 
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(f) Unless suspended by Commission order, supplement No. 10 to Godfrey 
L. Cabot, Inc. rate schedule FPC No. 1, supplement No. 3 to Godfrey L. Cabot, 
Ine. rate schedule FPC No. 5 and supplement No. 9 to Cabot Gas Corporation 
rate schedule FPC No. 1 will become effective as of March 15, 1944, pursuant 
to the provisions of the Natural Gas Act and the amended Provisional Rules 
of Practice and Regulations thereunder ; 

(g) The proposed increased rates provided for in the aforesaid supple- 
mental rate schedules may result in excessive rates to Cabot Gas Corporation, 
Producers Gas Company and Pavilion Natural Gas Company and may place 
an undue burden upon ultimate consumers of natural gas; 

(h) By an order entered February 2, 1944, In the Matter of Godfrey L. 
Cabot, Inc. and Cabot Gas Corporation, docket No. G-—523, supra, p. 508, the 
Commission suspended certain other proposed increased rates of those two 
companies and ordered a hearing thereon. The matters in docket No. G—523 
and in this proceeding may involve substantially similar issues ; 

The Commission finds that: 

(1) It is necessary, desirable, and in the public interest that a hearing be 
held concerning the lawfulness of the proposed increased rates for the sale 
of emergency gas and that such proposed increased rates be suspended pend- 
ing hearing and decision thereon ; 

(2) Good cause exists for consolidating for purposes of hearing this matter 
(docket No. G-529) and the matters incolved in docket No. G-523; 

The Commission orders that: 

(A) This matter (docket No. G-529) and the matters involved in docket No. 
G-523 be and they are hereby consolidated for the purposes of hearing; 

(B) A public hearing to be held commencing on March 7, 1944, at 9:45 a.m., 
in the Hearing Room of the Federal Power Commission, 1800 Pennsylvania 
Avenue, N. W., Washington, D. C., concerning the lawfulness of the proposed 
increased rates, subject to the jurisdiction of the Commission, contained in 
supplement No. 10 to Godfrey L. Cabot, Inc. rate schedule FPC No. 1, supple- 
ment No. 3 to Godfrey L. Cabot, Inc. rate schedule FPC No. 5, supplement No. 
9 to Cabot Gas Corporation rate schedule FPC No. 1, and concerning the pro- 
posed increased rates suspended in docket No. G—523 ; 

(C) Pending such hearing and decision thereon, supplement No. 10 to God- 
frey L. Cabot, Ine. rate schedule FPC No. 1, supplement No. 3 to Godfrey L. 
Cabot, Inc. rate schedule FPC No. 5 and supplement No. 9 to Cabot Gas Cor- 
poration rate schedule FPC No. 1, insofar as those schedules provide for in- 
creased rates other than for the sale of natural gas for resale for industrial 
use only, be and they are hereby suspended until August 15, 1944, or until such 
time thereafter as such increased rates shall be made effective in the manner 
prescribed by the Natural Gas Act; 

(D) During the period of such suspension, the rates of Godfrey L. Cabot, 
Inc. to Cabot Gas Corporation and Producers Gas Company contained, respec- 
tively, in Godfrey L. Cabot, Inc. rate schedule FPC No. 1 and supplement No. 
8 thereto and Godfrey L. Cabot, Inc. rate schedule FPC No. 5 and supplement 
No. 2 thereto, and the rates of Cabot Gas Corporation to Pavilion Natural 
Gas Company contained in Cabot Gas Corporation rate schedule FPC No. 1 
and supplements Nos. 1, 3, and 7 thereto shall remain and continue in full 
force and effect, except insofar as such schedules may be for the sale of natu- 
ral gas for resale for industrial use only ; 

(E) At the hearing in these matters, the burden of proof to show that the 
proposed increased rates are just and reasonable shall be upon Godfrey L. 
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Cabot, Inc. and Cabot Gas Corporation, as provided in section 4(e) of the 
Natural Gas Act; 

(F) Interested State commissions may participate in said hearing as pro- 
vided in section 67.4 of the Provisional Rules of Practice and Regulations 
under the Natural Gas Act. 


Determination and order for emergency use of interconnection 
Central Ohio Light & Power Company 
(Docket No. IT-5872) 
February 22, 1944 


Central Ohio Light & Power Company filed an application on November 29, 
1943, for a determination and order by the Commission under section 202(d) 
of the Federal Power Act, concerning a proposed interconnection in Ohio with 
The Ohio Power Company for emergency use only. 

From the application, and other pertinent material in the records and files 
of the Commission, it appears that: 

(a) Central Ohio Light & Power Company (hereinafter designated as ap- 
plicant) is an Ohio corporation having its principal office in Findlay, Ohio, and 
owns and operates electric utility facilities in Ohio, over certain of which fa- 
cilities energy generated in West Virginia may be transmitted and sold at 
wholesale for consumption in Ohio; 

(b) The Ohio Power Company (hereinafter designated as Ohio Power) is 
an Ohio corporation having its principal office in Newark, Ohio, and owns and 
operates electric utility facilities in Ohio and West Virginia, over certain of 
which facilities energy generated in Ohio and West Virginia is transmitted 
and sold at wholesale for consumption in Ohio, West Virginia, and Indiana; 

(c) The proposed interconnection of 5,000 kilowatts capacity on the western 
division of applicant’s system is to be between its 33,000-volt Woodcock-St. 
Mary’s transmission line and Ohio Power’s 33,000-volt bus at the latter’s 
Rockhill substation northeast of Lima, in Allen County, Ohio, and will con- 
sist of switching, metering, and other essential equipment at the Rockhill 
substation and a section of line (to be known as the Rockhill Tap) to the 
Woodcock-St. Mary’s transmission line; 

(d@) The proposed interconnection and emergency use thereof are for the 
protection of service to applicant’s customers, including various industries en- 
gaged in war production and certain municipalities, and may involve the 
transmission and sale at wholesale, for consumption in Ohio, of electric energy 
generated in West Virginia ; 

(e) The Director, Office of War Utilities, War Production Board, has ad- 
vised the Commission that : 

“Office of War Utilities has investigated this situation in connection with an 
application to it for priority rating for the facilities involved in the intercon- 
nection, and has approved the issuance of such priority rating. We consider 
the interconnection in question to be needed for assuring adequate power 
supply for war production and for essential civilian uses during the war 
emergency.” 

The Commission, upon consideration of the foregoing, finds that: 

(1) Applicant owns and operates facilities which may be facilities for the 
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transmission and sale at wholesale of electric energy in interstate commerce, 
and may be a public utility within the meaning of section 201 of the Act; 

(2) Ohio Power owns and operates facilities which may be facilities for 
the transmission and sale at wholesale of electric energy in interstate com- 
merce, and may be a public utility within the meaning of section 201 of the 
Act; 

(3) The unusual requirements occasioned by the present state of war are 
‘ausing ‘increased demands for electric energy, restrictions on the construction 
and installation of additional electric generating and transmission facilities, 
and emergencies in the maintenance of an adequate supply of electric energy 
essential to the war effort, necessitating the interconnection of electric fa- 
cilities, particularly in the areas served by applicant, Ohio Power, and inter- 
connected systems ; 

(4) The use of the proposed interconnection between the systems of appli- 
cant and Ohio Power is desirable in the public interest to aid in the war 
effort as hereinafter provided and should not affect the status of applicant 
under the Federal Power Act ; 

(5) The provisions hereinafter set forth make it unnecessary to pass upon 
other aspects of the application ; 

Wherefore, the Commission determines and orders that: 

(A) The use of the aforesaid interconnection during emergencies as de- 
fined in section 32.20 of the Rules of Practice and Regulations of the Com- 
mission, but not beyond ninety days after the cessation of present war hostil- 
ities, shall not affect the status of applicant under the Federal Power Act; 

(B) This determination and order is expressly limited to the use of the in- 
terconnection as provided herein, and any and all exemptions granted hereby 
are expressly limited by the conditions that: 

(i) Under no circumstance shall it be assumed or contended by or on behalf 
of applicant that anything done pursuant hereto affects, or shall in any way 
affect, the determination of the status of applicant under the Act by reason 
of its operations other than the use of the interconnection pursuant hereto; 

(ii) Such exemption shall terminate and cease to have force or effect from 
and after ninety days following the cessation of present war hostilities, un- 
less the Commission shall hereafter extend such exemption by further deter- 
mination and order ; 

(C) Applicant shall promptly file with the Commission two copies of any 
interchange agreements or contracts involving such interconnection which 
have not heretofore been so filed, and shall report to the Commission quarterly 
hereafter the amounts of electric energy received and transmitted in each 
direction through such interconnection during each of the three preceding 
calendar months, as well as such other information as the Commission may 
from time to time require; 

(D) The Commission may hereafter, upon its own motion or upon com- 
plaint, make such investigations as it may deem necessary to ascertain whether 
such interconnection is being used within the limitations of this determina- 
tion and order, and if the Commission finds otherwise, may modify or termi- 
nate any or all provisions of this determination and order. 
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Determination and order for emergency use of interconnection 
Wisconsin Gas & Electric Conmpany 
(Docket No. IT-5871) 
February 22, 1944 


Wisconsin Gas & Electric Company filed an application on November 24, 1943, 
and later supplemented, for a determination and order under section 202(d) 
of the Federal Power Act that its status under the Act shall not be affected by 
the use of the Waukegan-Kenosha interconnection between the systems of Wis- 
consin Electric Power Company and Public Service Company of Northern 
Illinois. 

From the application, and other pertinent material in the records and files 
of the Commission, it appears that: 

(a) Wisconsin Gas & Electric Company (hereinafter designated as applicant) 
is a Wisconsin corporation having its principal office in Racine, Wisconsin, 
and owns and operates electric utility facilities in Wisconsin, over certain of 
which facilities energy generated in Wisconsin is transmitted for sale at whole- 
sale for consumption in Illinois; 

(b) Applicant integrates its system operations with those of Wisconsin 
Electric Power Company (hereinafter designated as Wisconsin Electric), with 
which it is affiliated and variously interconnected, as a single coordinated elec- 
tric system ; 

(c) The system of Wisconsin Electric is in turn interconnected with that 
of Public Service Company of Northern Iinois (hereinafter designated as 
Public Service) at the Wisconsin-Illinois State line between Kenosha, Wiscon- 
sin, and Waukegan, Illinois (designated as the Waukegan-Kenosha intercon- 
nection) ; 

(d@) The use of the Waukegan-Kenosha interconnection has heretofore been 
the subject of Commission determinations and orders under section 202(d) 
of the Act, In the Matters of Wisconsin Electric Power Company, docket No. 
IT-5805, 3 F. P. C. 889, Public Service Company of Northern Illinois, docket 
No. IT-5816, 3 F. P. C. 1075, Commonwealth Edison Company and others, docket 
No. IT-—5860, supra, p. 506, and Wisconsin Power and Light Company, docket No. 
IT-5870, supra, p. 515; 

(e) The system operations of applicant and its interconnections with Wis- 
eonsin Electric may result in flows of electric energy across the Wisconsin- 
Tilinois State line into or in the system of applicant by means of the use of the 
Waukegan-Kenosha interconnection ; 

The Commission, upon consideration of the foregoing, finds that: 

(1) Applicant owns and operates facilities which may be facilities for the 
transmission and sale at wholesale of electric energy in interstate commerce, 
and may be.a public utility within the meaning of section 201 of the Act; 

(2) The use of the Waukegan-Kenosha interconnection as above described 
may result in flows of electric energy in interstate commerce into or in the 
system of applicant ; 

(3) The use of the Waukegan-Kenosha interconnection during the present 
war emergency but not beyond ninety days after the cessation of hostilities, 
has heretofore been found desirable in the public interest to aid in the war 
effort, In the Matters of Wisconsin Electric Power Company, docket No. IT- 
5805, supra, and Pablic Service Company of Northern Illinois docket No. IT- 
5816, supra, and should not affect the status of applicant under the Act; 
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(4) The provisions hereinafter specified make it unnecessary to pass upon 
other aspects of the application ; 

Wherefore, the Commission determines and orders that: 

(A) The use of the Waukegan-Kenosha interconnection within the limitations 
of the Commission determinations and orders Jn the Matters of Wisconsin 
Electric Power Company, docket No. IT-5805, and Public Service Company of 
Vorthern Illinois, docket No. IT-5816, during the present war emergency, but 
not beyond ninety days after the cessation of hostilities, shall not affect the 
status of applicant under the Act; 

(B) This determination and order is expressly limited to the use of the 
Waukegan-Kenosha interconnection as provided herein, and any and all ex- 
emptions granted hereby are expressly limited by the conditions that: 

(i) Under no cirewnstances shall it be assumed or contended by or on be- 
half of applicant that anything done pursuant hereto affects, or shall in any 
way affect, the determination of the status of applicant under the Act by 
reason of its operations other than the use of such interconnection pursuant 
herego : 

(ii) Such exemptions shall terminate and cease to have force or effect from 
and after ninety days following the cessation of present war hostilities, un- 
less the Commission shall hereafter extend such exemptions by further de- 
termination and order ; 

(C) Applicant shall promptly file with the Commission two copies of any 
agreements or contracts involving or affected by the use of the Waukegan- 
Kenosha interconnection which have not heretofore been so filed; 

(D) The Commission may hereafter, upon its own motion or upon com- 
plaint, make such investigations in this matter as it may deem necessary and 


modify or terminate any or all provisions of this determination and order. 


Order further modifying order authorizing transmission 
of electric energy to Mezrico 


El Paso Electric Company 
(Docket No. IT-5594) 
February 22, 1944 


Upon application filed April 30, 1942, by El Paso Electric Company, of El 
Paso, Texas, for authority to discontinue the transmission of electric energy 
to Mexico; and 

It appearing that: 

(a) Pursuant to section 202(e) of the Federal Power Act, the Commission 
by order adopted February 25, 1936, as modified by order of December 9, 1941, 
authorized El Paso Electric Company to transmit electric energy (1) from a 
point in the city of El Paso, Texas, opposite Juarez, Chihuahua, Mexico, to a 
point on the international boundary line, United States and Mexico, where 
connection is made with the electric transmission facilities of the El Paso and 
Juarez Traction Company, a Texas corporation engaged with the applicant in 
the joint operation of an electric railway system connecting and operating 
within the cities of El Paso, Texas, and Juarez, Mexico; and (2) from a 
point near the Town of Ysleta, Texas, and adjacent to the United States Cus- 
toms office, opposite Zaragoza, Chihuahua, Mexico, to the international boun- 
dary line, where connection is made with the electric transmission facilities 
of Compania Mexicana Productora de Luz Y Fuerza, S. A., hereinafter referred 
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to as the Mexican company, a Mexican corporation engaged in the distribu- 
tion of electric energy in Zaragoza, Chihuahua, Mexico; 

(6b) The applicant states that the Mexican company requested it to discon- 
tinue the service rendered at the point described in (2) of paragraph (a) 
hereof, because the expense of relocating the Mexican company’s facilities, 
as required by the United States Boundary Commission and the Mexican Boun- 
dary Commission, was not justified ; 

(c) The applicant states that the aforesaid discontinuance was effective on 
April 10, 1942, and its facilities involved have been removed ; 

(d) On November 23, 1942, the El Paso Electric Company accepted the 
terms and conditions of a new Presidential Permit, superseding a previous 
permit signed by the President of the United States on July 30, 1941, and au- 
thorizing the operation, maintenance, and connection at the border of the 
United States of the facilities used in the transmission of electric energy to 
Mexico at the point described in (1) of paragraph (a) hereof; and 

The Commission finds that: 

It will be in the public interest to authorize the discontinuance of the tyans- 
mission of electric energy to Mexico as requested by applicant; and 

It is ordered that: 

(A) The aforesaid order of February 25, 1936, as modified by the order of 
December 9, 1941, be and it is hereby further modified, as of April 10, 1942, 
to exclude therefrom the authority granted to transmit electric energy to 
Mexico at the point described in (2) of paragraph (a) hereof; and 

(B) Paragraphs (B), (D), and (E) of the order of December 9, 1941, be 
and they are hereby rescinded ; , 

(C) The aforesaid authorization, as modified, may be further modified from 
time to time, or terminated upon further order of the Commission, but in no 
event shall such authorization extend beyond the date of termination or ex- 
piration of a Presidential Permit authorizing the operation, maintenance, and 
connection of the facilities used in the transmission of electric energy pursu- 
ant to such authorization ; 

(D) The applicant shall conduct all operations pursuant to the aforesaid 
authorization in accordance with the provisions of the Federal Power Act 
and any pertinent rules, regulations or orders issued by the Commission; 

(E) The applicant shall install and maintain adequate metering equipment 
to measure the flow of all energy transmitted from the United States to Mexico 
pursuant to the aforesaid authorization; shall make, keep, and preserve full 
and complete records with respect to the movement of such energy; and shall 
furnish to the Commission such reports with respect to said transmission of 
electric energy as the Commission may deem necessary and appropriate and 
in such form and manner as the Commission may prescribe; 

(F) The aforesaid authorization to transmit electric energy to Mexico shall 
not be transferable or assignable, but shall continue in effect temporarily for 
a reasonable time thereafter in the event of the involuntary transfer of fa- 
cilities used thereunder by operation of law (including such transfers to re- 
ceivers, trustees, or purchasers under foreclosure or judicial sale) pending the 
making of an application for permanent authorization and decision thereon, 
provided notice is promptly given in writing to the Conimission accompanied 
by a statement that the physical facts relating to sufficiency of supply, rates, 
and nature of use remain substantially the same as before the transfer; 

(G) The aforesaid authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
accounts, valuation, estimates or determination of costs, or any other matter 
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whatsoever which may come before this Commission, or such other regulatory 
body, and nothing in this order or in the orders of February 25, 1936, and 
December 9, 1941, shall be construed as an acquiescence by this Commission 
in any estimate or determination of cost or any valuation of property claimed 
or asserted ; 

(H) Concurrently with the service of this order, the Presidential Permit 
described in paragraph (d) hereof be released and a copy transmitted to El 
Paso Electric Company by the Secretary. 


Order denying application in part and referring certain matters 
to the presiding officers 


The Montana Power Company 


(Docket No. IT-5825) 


February 28, 1944 


Upon the application of The Montana Power Company filed February 18, 
1944, as modified by telegram received February 23, 1944, for an order for 
completion of the cross-examination of deponents C. F. Kelley and W. D. 
Thornton in the East by deposition or before a Trial Examiner, and for an 
order postponing the commencement of the hearing in the above-entitled 
matter to April 10, 1944, in order to afford additional time for the completion 
of preparation of his testimony by one of The Montana Power Company’s 
expert witnesses; and after consultation with the Public Service Commission 
of Montana; 

It appearing to the Commission that ; 

(a) Sufficient cause has not been shown why the cross-examination of de- 
ponent C. F. Kelley should not be completed at the hearing in Butte, Montana, 
as heretofore ordered ; 

(b) The presiding officers can make appropriate arrangements at the hear- 
ing for the completion of cross-examination of deponent Thornton either at 
the hearing or at an adjournment thereof or by deposition ; 

(c) Our order of February 16, 1944, setting the hearing in the above-entitled 
proceeding, contemplated that the presiding officers should leave a reasonable 
latitude in fixing the time and place of hearing and taking of testimony ; 

The Commission finds that: 

The action hereinafter provided is reasonable and appropriate ; 

The Commission orders that: 

(A) The application, insofar as it relates to the cross-examination of de- 
ponent C. F. Kelley, be and the same hereby is denied and The Montana 
Power Company is directed to have the said C. F. Kelley available for exami- 
nation at the hearing hereinafter set to commence March 27, 1944, in Butte, 
Montana ; 

(B) The application, insofar as it relates to the postponement of the com- 
mencement of the hearing be and the same hereby is granted in part by post- 
poning the commencement of the hearing to March 27, 1944, at the time and 
place heretofore fixed and the matter of affording The Montana Power Com- 
pany any additional time required for the aforesaid expert witness to prepare 
to testify is referred to the presiding officers for consideration and appropriate 
action at the hearing; 

(C) The matter of completion of the cross-examination of deponent Thorn- 
ton, whether at the hearing in Butte or at an adjournment thereof, or on depo- 
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sition, be and the same hereby is referred to the presiding officers for con- 
sideration and appropriate action at the hearing. 


Order issuing certificate of public convenience and necessity 
United Fuel Gas Company 
(Docket No. G-341) 
March 1, 1944 


United Fuel Gas Company, a West Virginia corporation having its principal 
place of business at Charleston, West Virginia, hereinafter referred to as “ap- 
plicant,” filed its application ,on May 7, 1942, and amendments thereto on 
Marck 26, 1943, and June 7, 1943, for a certificate of public convenience and 
necessity pursuant to section 7 (c) of the Natural Gas Act, as amended, to 
authorize the continuation of the operations, subject to the Commission’s 
jurisdiction, in which it has been bona fide engaged on February 7, 1942, and 
subsequent thereto. 

It appears to the Commission that: 

(a) Applicant owns and operates, among other facilities, natural-gas trans- 
mission lines extending from points on or near the Kentucky-West Virginia 
State line in Cabell and Wayne Counties, West Virginia, in a general easterly 
and northeasterly direction to points in western, central and’ northern West 
Virginia, and into Lawrence and Meigs Counties, Ohio. Among: other opera- 
tions, application purchases from other companies (in part under exchange 
agreements) natural gas which is produced in Kentucky and transported to 
points on applicant’s transmission lines in West Virginia, whence applicant 
transports the gas to points within West Virginia and Ohio, where it is sold 
for ultimate public consumption. Applicant also transports natural gas, pro- 
duced in West Virginia and Kentucky, to respective points along its trans- 
mission lines, where it delivers and sells the same to The Ohio Fuel Gas 
Company for transportation to, and resale for ultimate public consumption 
in, Ohio; to The Manufacturers Light and Heat Company for transportation 
to, and resale for ultimate public consumption in, Pennsylvania and Ohio; to 
Pittsburgh and West Virginia Gas Company for transportation to, and resale 
for ultimate public consumption in, Pennsylvania; and to Cincinnati Gas 
Transportation Company for transportation to, and resale for ultimate public 
consumption in, Kentucky and Ohio; all such consumption being for domestic, 
commercial, industrial and other use. At other respective points along its 
transmission lines, applicant sells natural gas to Home Gas Company for resale 
for ultimate public consumption in New York, and to Central Kentucky 
Natural Gas Company and Louisville Gas and Electric Company for resale 
for ultimate public consumption in Kentucky, such gas being delivered by ap- 
plicant into the lines of other companies for transportation to the lines of the 
respective purchasers for ultimate public consumption for domestic, commer- 
cial, industrial and other use. In the above-described operations, the flow of 
natural gas from the points of production to the points of distribution is 
continuous and uninterrupted, and such operations constitute an established 
course of business ; 

(b) Appropriate notice of the application has been duly given and pub- 
lished in Volume 7, Federal Register, pages 4003-4011, and no protest has been 
filed thereto ; 

The Commission finds that: 
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(1) Applicant is engaged in the transportation of natural gas in interstate 
commerce and in the sale in interstate commerce of natural gas for resale for 
ultimate public consumption for domestic, commercial, industrial and other 
use, and a “natural-gas company” within the meaning of the Natural Gas Act; 

(2) On February 7, 1942, applicant was bona fide engaged in transportation 
and sale of natural gas for resale, subject to the jurisdiction of this Commis- 
sion, over routes and in the manner described in its application, as amended, 
and exhibits attached thereto, and has so operated since that time; 

(3) The application was duly made to the Commission within ninety days 
after February 7, 1942 (the effective date of section 7(c) amended), and com- 
plies with the Commission's regulations as to form and content ; 

The Commission, therefore, orders that: 

(A) A certificate of public convenience and necessity be and it hereby is 
issued to United Fuel Gas Company authorizing its continued operation of 
its facilities, which were in bona fide operation on February 7, 1942, and have 
been so operated since then, as described in its application, as amended, for 
the transportation and sale of natural gas, subject to the jurisdiction of this 
Commission ; 

(B) This certificate shall not be transferable, and its issuance is without 
prejudice to the authority of this Commission, or any other regulatory body, 
with respect to rates, service, accounts, valuation, estimate or determination 
of cost, or any other matter whatsoever now pending or which may come be- 
fore this Commission, or other regulatory body, and nothing herein shall be 
eonstrued as an acquiescence by this Commission in any estimate or determina- 
tion of cost, or any valuation of property claimed or asserted ; 

(C) Nothing herein is to be construed as affecting in any manner the deter- 
mination of applicant’s service area under section 7(f) of the Natural Gas 
Act; 

(D) This certificate shall be effective as long as applicant continues the 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act, as amended, and any pertinent rules, regulations or orders hereto- 
for or hereafter issued by the Commission ; 

(E) Appropriate evidence of the issuance of this certificate shall be fur- 
nished to applicant. 


Order issuing certificate of public convenience and necessity 
Mississippi River Fuel Corporation 


(Docket No. G—291) 








March 1, 1944 x 












Mississippi River Fuel Corporation, a Delaware corporation having its prin- 
cipal place of business at St. Louis, Missouri (hereinafter referred to as “ap- 
plicant”), filed its application on May 5, 1942, and amendment thereto on 
February 10, 1944, for a certificate of public convenience and necessity pur- 
suant to section 7(c) of the Natural Gas Act, as’ amended, to authorize the 
continuation of the operations, subject to the Commission’s jurisdiction, in 
which it has been bona fide engaged on February 7, 1942, and subsequent 
thereto. 

It appears to the Commission that: 
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(a) Applicant owns and operates, among other facilities, a natural gas 
transmission pipeline system commencing in the Monroe gas field, Louisiana, 
and extending from Louisiana through Arkansas to the vicinity of St. Louis, 
Missouri, and continuing on to the vicinity of Alton, Illinois. Among other 
operations, applicant purchases natural gas produced in Louisiana and trans- 
ports and sells such gas to ultimate consumers and to other natural gas com- 
panies for resale for ultimate public consumption in Arkansas, Missouri and 
Illinois for domestic, commercial, industrial and other use. In the above 
described operations the flow of natural gas from Louisiana to the points of 
distribution in Arkansas, Missouri and Illinois is continuous and uninterrupted, 
and such operations constitute an established course of business ; 

(b) Appropriate notice of the application has been duly given and published 
in Vol. 7, Federal Register, page 4008, and no protest has been filed thereto; 

The Commission finds that: 

(1) Applicant is engaged in the transportation of natural gas in interstate 
commerce and in the sale in interstate commerce of natural gas for resale for 
ultimate public consumption for domestic, commercial, industrial and other 
use, and is a “natural-gas company” within the meaning of the Natural Gas 
Act; . 

(2) On February 7, 1942, applicant was bona fide engaged in transporta- 
tion and sale of natural gas for resale, subject to the jurisdiction of this Com- 
mission, over routes and in the manner described in its application, as amended, 
and exhibits attached thereto, and has so operated since that time; 

(3) The application was duly made to the Commission within ninety days 
after February 7, 1942 (the effective date of section 7(c) amended), and 
complies with the Commission’s regulations as to form and content ; 

The Commission orders that: 

(A) A certificate of public convenience and necessity be and it hereby is 
issued to Mississippi River Fuel Corporation authorizing its continued opera- 
tion of its facilities, which were in bona fide operation on February 7, 1942, 
and have been so operated since then, as described in its application, as 
amended, for the transportation and sale of natural gas, subject to the juris- 
diction of this Commission ; 

(B) This certificate shall not be transferable, and its issuance is without 
prejudice to the authority of this Commission, or any other regulatory body, 
with respect to rates, service, accounts, valuation, estimate or determination 
of cost, or any other matter whatsoever now pending or which may come be- 
fore this Commission, or other regulatory body, and nothing herein shall be 
construed as an acquiescence by this Commission in any estimate or deter- 
mination of cost, or any valuation of property claimed or asserted ; 

(C) Nothing herein is to be construed as affecting in any manner the deter- 
mination of applicant’s service area under section 7(f) of the Natural Gas Act; 

(D) This certificaté shall be effective as long as applicant continues the 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act, as amended, and any pertinent rules, regulations or orders hereto- 
fore or hereafter issued by the Commission ; 


(E) Appropriate evidence of the issuance of this certificate shall be furn- 
ished to applicant. . 
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Order modifying order authorizing transmission of electric energy to Canada 
Blair Veneer Company 
(Docket No. IT-5516) 
March 1, 1944 


It appearing that: 
(a) Pursuant to section 202(e) of the Federal Power Act, the Commission 
by order adopted June 14, 1938, authorized Blair Veneer Company, a Vermont 
corporation (hereinafter referred to as the company) with principal office in 
the City of North Troy, Vermont, to transmit electric energy to a point on the 
international boundary line, United States and Canada, approximately one 
mile northwest of North Troy, Vermont, and to deliver said energy to Manson- 
ville Utilities, Ltd., a Canadian corporation engaged in the distribution of elec- 
tric energy in Highwater and Mansonville, Province of Quebec, Canada; 

(b) On August 19, 1942, the company accepted the terms and conditions of 
a Presidential Permit signed by the President of the United States on July 
7, 1942, authorizing the operation, maintenance, and connection at the border 
of the United States of the facilities used in the transmission of electric 
energy, heretofore authorized; and 

The Commission finds that: 

It will be in the public interest and will more adequately protect the suffi- 
ciency of supply of electric energy within the United States to limit, as here- 
inafter provided, the amount of electric energy authorized by the aforesaid 
order of June 14, 1988, to be transmitted to Canada; and 

It is ordered that: 

(A) Paragraph (A) of the aforesaid order of June 14, 1938, be and it is 
hereby medified to read as follows: 

“(A) Blair Veneer Company be and it is hereby authorized to transmit 
electric energy from the United States to Canada ‘in an amount not to exceed 
125,000 kilowatt-hours per year at a rate not in excess of 50 kilowatts, in the 
manner described and at the point designated in the company’s application 
filed May 31, 1938, as later supplemented ;” 

(B) The aforesaid authorization, as modified by this order, may be further 
modified from time to time or terminated upon further order of the Commis- 
sion, but in no event shall such authorization extend beyond the date of termi- 
nation or expiration of a Presidential Permit authorizing the operation, main- 
tenance and connection of the facilities used in the transmission of electric 
energy pursuant to such authorization ; 

(C) The company shall conduct all operations pursuant to the aforesaid 
authorization in accordance with the provisions of the Federal Power Act 
and any pertinent rules, regulations or orders issued by the Commission ; 

(D) The company shall install and maintain adequate metering equipment 
to measure the flow of all energy transmitted from the United States to Canada 
pursuant to the aforesaid authorization; shall make, keep, and preserve full 
and complete records with respect to the movement of such energy; and shall 
furnish to the Commission such reports with respect to said transmission of 
electric energy as the Commission may deem necessary or appropriate and in 
such form and manner as the Commission may prescribe ; 
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(E) The aforesaid authorization to transmit electric energy to Canada 
shall not be transferable or assignable, but shall continue in effect temporarily 
for a reasonable time thereafter in the event of the involuntary transfer of 
facilities used hereunder by eperation of law (including such transfers to 
receivers, trustees, or purchasers under foreclosure or judicial sale) pending 
the making of an application for permanent authorization and decision thereon, 
provided notice is promptly given in writing to the Commission accompanied 
by a statement that the physical facts relating to sufficiency of supply, rates, 
and nature of use remain substantially the same as before the transfer ; 

(F) The aforesaid authorization shall not deprive any State, State regula- 
tory commission, or the Dominion of Canada, of the exercise of the lawful 
authority vested in such State, State regulatory commission, or the Dominion 
of Canada, over the company ; 

(G) The aforesaid authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
accounts, valuation, estimates or determination of costs, or any other matter 
whatsoever which may come before this Commission, or such other regulatory 
body, and nothing in this order shall be construed as an acquiescence by this 
Commission in any estimate or determination of cost or any valuation of prop- 
erty claimed or asserted ; 

(H) Concurrently with the service of this order, the Presidential Permit 
described in paragraph (b) hereof be released and a copy transmitted to the 
company by the Secretary. 


Order authorizing transmission of electric energy to Canada 
Charles A. Swanson 
(Docket No. IT-5799) 


March 1, 1944 





It appearing that: 
(a) Charles A. Swanson, of Norton, Vermont, filed an application on Au- 
gust 14, 1942, for authority to transmit electric energy to Canada pursuant 
to section 202(e) of the Federal Power Act; 

(b) The electric energy hereinafter authorized to be transmitted will be 
generated either in applicant’s hydroelectric plant or in his internal combus- 
tion standby plant, both of which plants are located in the vicinity of Norton, 
Vermont, and will be transmitted over his transmission line to a point on the 
international boundary, United States and Canada, between the Village of 
Norton, Vermont, and the Village of Stanhope, Province of Quebec, Canada, and 
the energy so transmitted will be delivered to retail consumers in the latter 
Village ; 

(c) On February 1, 1948, Charles A. Swanson accepted the terms and condi- 
tions of a Presidential Permit signed by the President of the United States 
on October 23, 1942, authorizing the operation and maintenance at the border 
of the United States of facilities used in the transmission of electric energy 
to Canada hereinafter authorized ; 

The Commission finds that: 

(1) The applicant is the owner of the source of supply and the transmitter 
of the electric energy hereinafter authorized to be transmitted from the United 
States to Canada; 
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(2) The transmission of electric energy from the United States to Canada 
as limited herein and as hereinafter authorized will not impair the sufficiency 
of electric supply within the United States and will not impede or tend to 


impede the coordination in the public interest of facilities subject to the 
jurisdiction of the Commission ; and 


It is ordered that: 

(A) Charles A. Swanson be and he is hereby authorized to transmit electric 
energy from the United States to Canada in an amount not to exceed 4,000 
kilowatt-hours per year and at a rate not in excess of 2 kilowatts, in the 
manner described and at the point designated in his application filed on Au- 
gust 14, 1942; ; 

(B) The authorization herein granted may be modified from time to time, 
or terminated upon further order of the Commission, but in no event shall 
such authorization extend beyond the date of termination or expiration of a 
Presidential Permit authorizing the operation, maintenance, and connection 
of the facilities used in the transmission of the electric energy herein 
authorized ; 

(C) The applicant shall conduct all operations pursuant to the authoriza- 
tion herein granted in accordance with the provisions of the Federal Power Act 
and any pertinent rules, regulations or orders issued by the Commission; 

(D) The applicant shall install and maintain adequate metering equipment 
to measure the flow of all energy transmitted from the United States to Canada 
pursuant to the authority herein granted; shall make, keep, and preserve full 
and complete records with respect to the movement of such energy; and shall 
furnish to the Commission such reports with respect to said transmission of 
electric energy as the Commission may deem necessary and appropriate and 


in such form and manner as the Commission may prescribe ; 

(E) This authorization to transmit electric energy from the United States 
to Canada shall not be transferable or assignable, but shall continue in effect 
temporarily for a reasonable time thereafter in the event of the involuntary 
transfer of facilities used hereunder by operation of law 


(including such 
transfers to receivers, trustees, or purchasers under foreclosure or judicial 
sale) pending the making of an application for permanent authorization and 
decision thereon, provided notice is promptly given in writing to the Commis- 
sion accompanied by a statement that the physical facts relating to sufficiency 
of supply, rates, and nature of use remain substantially the same as before the 
transfer ; ; 

(F) This authorization shall not deprive any State, State regulatory commis- 
sion, or the Dominion of Canada of the exercise of the lawful authority vested 
in such State, State regulatory commission, or the Dominion of 


Yanada over 
the applicant; 


(G) The authorization herein granted is without prejudice to the authority 
of this Commission or any other regulatory body with respect to rates, service, 
aceounts, valuation, estimates or determination of costs, or any other matter 
whatsoever which may come before this Commission, or such other regulatory 
body, and nothing in this order shall be construed as an acquiescence by this 
Commission in any estimate or determination of cost or any valuation of prop- 
erty claimed or asserted ; 

(H) Concurrently with the service of this order the Presidential Permit 
described in paragraph (c) hereof be released and a copy transmitted to 
Charles A. Swanson by the Secretary. 
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Order modifying order authorizing transmission of electric energy to Mexico 
Starr County Bridge Company and Central Power and Light Company 
(Docket No. IT-—5376) 

. March 1, 1944 


It appearing that: 

(a) Pursuant to section 202(e) of the Federal Power Act, Starr County 
Bridge Company, of Hidalgo, Texas, filed an application, and an amendment 
thereto, on February 10 and February 24, 1936, respectively, for authority 
to transmit electric energy from a point in the State of Texas adjacent to the 
International Bridge between Roma, Texas, and San Pedro, Tamaulipas, 
Mexico, to a point on the international boundary line between the same com- 
munities, said energy to be delivered in San Pedro to C. W. Pitts for distribu- 
tion to consumers; and the Commission by order adopted February 25, 1936, 
authorized the transmission of energy to Mexico pursuant to the application 
as amended ; 

(6b) Central Power and Light Company, a Massachusetts corporation with 
principal office in Corpus Christi, Texas, the owner of the source of supply of 
the electric energy heretofore authorized to be transmitted to Mexico, filed 
an application on October 6, 1942, joining in the applications heretofore filed by 
Starr County Bridge Company ; 

(c) On May 26, 1942, Starr County Bridge Company accepted the terms 
and conditions of a Presidential Permit signed by the President of the United 
States on April 29, 1942, authorizing the operation and maintenance at the 
border of the United States of the facilities used in the transmission of electric 
epergy heretofore authorized ; 

The Commission finds that: 

(1) Central Power and Light Company is the owner of the source of supply 
and Starr County Bridge Company is the transmitter of the electric energy 
heretofore and hereinafter authorized to be transmitted from the United 
States to Mexico; 

(2) The transmission of electric energy from the United States to Mexico 
as limited herein and as hereinafter authorized will not impair the sufficiency 
of electric supply within the United States and will not impede or tend to 
impede the coordination in the public interest of facilities subject to the juris- 
diction of the Commission ; and 

It is ordered that: 

(A) Starr County Bridge Company and Central Power and Light Company 
be and they are hereby authorized to continue the transmission of electric 
energy from the United States to Mexico in an amount not to exceed 40,000 
kilowatt-hours per year and at a rate not in excess of 15 kilowatts, in the 
manner described and at the point designated in their respective applications ; 

(B) The aforesaid authorization, as modified by this order, may be further 
modified from time to time, or terminated upon further order of the Commis- 
sion, but in no event shall such authorization extend beyond the date of 
termination or expiration of a Presidential Permit authorizing the operation, 
maintenance, and connection of the facilities used in the transmission of the 
electric energy pursuant to such authorization ; 

(C) The applicants shall conduct all operations pursuant to the aforesaid 
authorization in accordance with the provisions of the Federal Power Act, 
and any pertinent rules, regulations or orders issued by the Commission ; 

(D) The applicants shall install and maintain adequate metering equip- 
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ment to measure the flow of all energy transmitted from the United States 
to Mexico pursuant to the authority heretofore granted; shall make, keep, and 
preserve full and complete records with respect to the movement of such 
energy; and shall furnish to the Commission-such reports with respect to said 
transmission of electric energy as the Commission may deem necessary and 
appropriate and in such form and manner as the Commission may prescribe ; 

(E) The aforesaid authorization to transmit electric energy to Mexico shall 
not be transferable or assignable, but shall continue in effect temporarily for 
a reasonable time thereafter in the event of the involuntary transfer of fa- 
cilities used thereunder by operation of law (including such transfers to re- 
ceivers, trustees, or purchasers under foreclosure or judicial sale) pending 
the making of an application for permanent authorization and decision thereon, 
provided notice is promptly given in writing to the Commission accompanied 
by a statement that the physical facts relating to sufficiency of supply, rates, 
and nature of use remain substantially the same as before the transfer ; 

(F) This authorization shall not deprive any State, State regulatory com- 
mission, or the Republic of Mexico of the exercise of the lawful authority 
vested in such State, State regulatory commission, or the Republic of Mexico 
over the applicants ; 

(G) The aforesaid authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
accounts, valuation, estimates or determination of costs, or any other matter 
whatsoever which may come before this Commission, or such other regulatory 
body, and nothing in this order or in the order of February 25, 1936, shall be 
construed as an acquiescence by this Commission in any estimate or determina- 
tion of cost or any valuation of property claimed or asserted ; 

(H) Concurrently with the service of this order, the Presidential Permit 
described in paragraph (c) hereof be released and a copy transmitted to Starr 
County Bridge Company by the Secretary. 


Order confirming and approving interim rates and churges 
Fort Peck Project, Missouri River, Montana 
(Docket No. IT-5876) 

March 1, 1944 


Upon application filed November 25, 1943, by the Commissioner of Reclama- 
tion for confirmation and approval of rates and charges carried in a proposed 
contract (designated as Fort Peck Project rate schedule FPC No. 1) for the 
sale of electric energy produced at the Fort Peck project on the Missouri River, 
Montana, as provided in the Fort Peck Act approved May 18, 1988 (52 Stat. 
403) ; 

It appearing to the Commission that: 

(a) On April 20, 1943, the Commission made an interim allocation of costs 
of facilities at the Fort Peck project having value for the production’ of 
electric energy (docket No. IT-5770) ; 

(b) The Commissioner of Reclamation states that the proposed contract is 
to be entered into by the United States and The Montana Power Company, 
and that it provides for the sale of electric energy produced at the Fort Peck 
project and supplied to the company at certain designated delivery points; 

(c) The proposed contract is a wartime negotiated contract, and the rates 
and charges which it carries are not intended to apply to long-term contracts, 
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but schedules of dong-term rates are under study by the Bureau of Reclama- 
tion and will be submitted to the Commission when completed ; 

(d) Under the proposed contract The Montana Power Company (a) will pay 
the United States for the electric energy generated by the Fort Peck project 
and received from the Bureau of Reclamation thereunder at the rate of two and 
one-half mills ($0.0025) per kilowatt-hour and (b) will pay the United States 
at the rate of $30,000 per year for the use of Government facilities for assuring 
continuity of service and regulation at two of the delivery points; provided, 
that the said annual charge of $30,000 will be remitted to the extent that the 
charges for energy paid for at two and one-half mills ($0.0025) per kilowatt- 
hour exceed $220,000 per year; 

(e) On the basis of the terms stated in the proposed contract, the Bureau 
of Reclamation has been supplying electric energy from the Fort Peck project 
to The Montana Power Company since July 1, 1943, in order to make available 
to the company power needed in the war effort ; 

(f) Notice of the terms of the proposed contract has been given to the 
Governor of Montana, interested State officials, and the Senators and Repre- 
sentatives from Montana, and no objection thereto has been filed ; 

The Commission having considered the proposed contract filed by the Com- 
missioner of Reclamation and having due regard for the purposes of the Fort 
Peck Act, and available information and data pertinent thereto finds that: 

For a period not to extend beyond March 1, 1945, the proposed rate and 
conditional annual charge provide a temporary and interim basis for sale of 
the electric energy from the Fort Peck project not inconsistent with the pur- 
poses of the Fort Peck Act, and should be confirmed and approved by the 
Commission ; 

It is ordered that: 

(A) For a period not to extend beyond March 1, 1945, the rate and annual 
charge embodied in the proposed contract (Fort Peck Project rate schedule 
FPC No. 1) be and the same is hereby confirmed and approved to be effective 
from July 1, 1948; 

(B) Nothing herein shall be construed as constituting approval by the 
Commission of any terms of the proposed contract other than the rate and 
annual charge embodied therein. 


Supplemental order approving disposition of amounts classified in Account 
100.5, electric plant acquisition adjustments, additional amounts classified 
in Account 107, electric plant adjustments, and retention of certain amounts 
in adjustments accounts pending further order, and extending time for filing 
further studies 


Carolina Power & Light Company 
(Docket No. IT-5701) 
March 1, 1944 


It appearing to the Commission that: 

(a) By order entered December 29, 1942, Carolina Power & Light Com- 
pany (hereinafter referred to as “Carolina’) was directed to classify $20,765,- 
833 in Account 107, electric plant adjustments; to dispose of that amount by 
charges to various accounts; and to prepare and submit revised reclassification 
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and original: cost studies with respect to $70,333,875 remaining in Account 
100.6, electric plant in process of reclassification ; 

(6) Carolina has submitted evidence showing that it has disposed of the 
$20,765,833 as directed by the order of Deeembér 29, 1942; 

(c) On January 1, 1944, Carolina submitted revised studies and on January 
17, 1944, submitted certain revisions thereof; said studies are complete except 
for certain statements required by the Commission’s order of May 11, 1937, 
known as statements F and I, relating to the classification of original cost 
by primary plant accounts and by individual plants, which statements are 
said to be in process of preparation ; 

(d) In its revised studies Carolina has classified the $70,333,875 of its book 
cost as follows: 


Account .100.1,, electric, plant in, @ervice, —..-<ne<—+<n-<6 een penn $65,270,488.50 
Account 100.4, electric plant held for future use 414,785.00 
Account 100.5, electric plant acquisition adjustments 2,210,069.89 
Account 100.6, electric plant in process of reclassification 913,214.55 


Total ‘electric ‘plant! 26. eG) ah) a ee 68,808,557.94 
Account 107, electric plant adjustments 904,051.71 
Account 108, other utility plant (bus) 886,100.26 
Account 110, other physical property 235,165.40 


Grand total 70,333,875.31 


(e) Carolina proposes to dispose of the additional $904,051.71 classified in 
Account 107, as follows: 


To Account 151, capital stock expense, representing preferred 

stock selling expenses $ 686,498.84 
To Account 258.3, capital reserve for adjustments of plant ac- 

counts,’ representing write-ups and other erroneous plant 

charges 217,552.87 


(f) Carolina proposes to dispose of the $2,210,069.89 established in Account 
100.5, electric plant acquisition adjustments, representing the excess of acquisi- 
tion cost of acquired properties over original cost thereof, by making equal an- 
nual charges to Account 505, amortization of electric plant acquisition adjust- 
ments, of not less than $147,338 per annum, over a 15-year period beginning 
January 1, 1944, and contra credits in like amounts to Account 252, reserve for 
amortization of electric plant adjustments, provided however, that it may reduce 
such annual appropriations from income to the extent it elects to transfer to 
Account 252 any amounts from its earned surplus or any portion of the bal- 
ance in either Account 258.3, capital reserve for adjustments of plant accounts, 
or Account 258.1, contingency reserve ;? 

(g) With respect to the $913,214.55 classified by Carolina in Account 100.6, 


1By order of the Securities and Exchange Commission dated December 10, 1943, 
Carolina created a capital reserve for adjustment of plant accounts in the amount of 
$1,680,600 through contribution by National Power & Light Company of 16,806 shares of 
Carolina’s $7 preferred stock, 

? Carolina proposes further that upon transfer of any amount from earned surplus or 
reserves to Account 252, the annual charges to Account 505 shall not be less than the 


pro rata portion of the remaining balance to be completely provided for by December 31, 
1958. 
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representing construction fees paid by Carolina to Phoenix Utility Company, 
an affiliated company, Carolina proposes to retain this amount in Account 
100.6, pending final decision* in Pennsylvania Power & Light Company v. Fed- 
eral Power Commission, (U.S.C.C.A. 8rd), petition for rehearing denied Feb- 
ruary 11, 1944, (139 F. 2d 445, cert. den. 321 U. S. 798), and in the event of a 
final decision in that case adverse to Pennsylvania Power & Light Company, 
Carolina will dispose of this amount by charges to Account 258.3, capital re- 
serve for adjustment of plant accounts; 

The Commission finds that: 

(1) The proposed disposition of the $904,051.71 as described in paragraph 
(e) hereof is reasonable and appropriate for the purposes of the Federal 
Power Act; 

(2) The proposed disposition of the $2,210,069.89 as described in paragraph 
(f) hereof is reasonable and appropriate for the purposes of the Act provided 
the annual amortization charges be made to Account 537, miscellaneous amor- 
tization, instead of Account 505; 

(3) Pending final decision in the Pennsylvania Power & Light Company v. 
Federal Power Commission, supra, the retention of the $913,214.55 of Phoenix 
Utility Company construction fees is reasonable and appropriate for the pur- 
poses of the Act, provided however, that it be retained in Account 107, electric 
plant adjustments ; 

(4) It is reasonable and appropriate for the purposes of the Act that Caro- 
lina be given until April 30, 1944, to file its revised original cost statements 
F and I; 

The Commission orders that: 

(A) Carolina dispose of the $904,051.71 as described in paragraph (e) 
hereof ; 

(B) Carolina dispose of the $2,210,069.89 in the manner described in para- 
graph (f) hereof, provided however, that the annual amortization charges be 
made to Account 537, miscellaneous amortization ; 

(C) Carolina transfer the $913,214.55 of Phoenix Utility Company construc- 
tion fees to Account 107, electric plant adjustments, pending final decision in 
Pennsylvania Power & Light Company v. Federal Power Commission, supra; 

(D) Carolina submit its revised statements F and I by April 30, 1944; 

(E) Carolina shall submit within thirty days from date of service of this 
order certified copies of its entries disposing of the $904,051.71 and classifying 
the $913,214.55 as provided in paragraphs (A) and (C) of this order; 

(F) Carolina shall submit certified copies of the entries effectuating com- 
liance with paragraph (B) of this order on or before March 15 of each year 
during the period of amortization, until the entire account of $2,210,069.89 
classified in Account 100.5 has been disposed of ; 

(G) The provisions of this order are not to be construed as dispensing with 
the necessity of full compliance with the requirements of the Public Utility 
Holding Company Act of 1935 and the rules, regulations, and orders issued by 
the Securities and Exchange Commission. 


*“Final decision” as used herein in reference to the Pennsylvania case shall be deemed 
to mean the final decision of the United States Circuit Court of Appeals for the Third 
Circuit in said case when the time has elapsed during which petition for certiorari may 
be filed, and no petition for certiorari has been filed; or, if petition for certiorari has 
been filed, when such petition has been denied; or, if filed and granted, the final decision 
by the Supreme Court of the United States when the period of time within which re- 
hearing may be applied for has expired and no petition for rehearing has been filed, 
or if petition for rehearing is filed, when it has finally been disposed of. 
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Order granting permission under balance sheet accounts instruction 6-—E 
to amortize charges associated with bonds redeemed and refunded 


Jersey Central Power & Light Company 


(Docket No. IT-5867) 
March 1, 1944 


Upon consideration of the application of Jersey Central Power & Light 
Company (hereinafter referred to as “applicant”) for permission under balance 
sheet accounts instruction 6-E of the Commission’s Uniform System of Ac- 
counts Prescribed for Public Utilities and Licensees, to amortize charges as- 
sociated with bonds redeemed and refunded ; and 

It appearing to the Commission that: 

(a) During July 1940, applicant redeemed its outstanding bonds being $10,- 
225,000 principal amount of first mortgage twenty-year gold bonds, due Au- 
gust 1, 1947, issued in 1927 (hereinafter sometimes referred to as “series B 
bonds”) and $32,000,000 first mortgage thirty-year gold bonds, due June 1, 
1961, issued in 1931 (hereinafter sometimes referred to as “series C bonds’) 
out of the proceeds from the issuance and sale of $38,000,000 principal amount 
of first mortgage bonds, 34%4;% series, due 1965 (hereinafter sometimes re- 
ferred to as “344% bonds’), $5,300,000 principal amount of 3% promissory 
notes, due serially 1940-1950, inclusive, and certain cash on hand; 

(b) As of July 1940, and prior thereto, applicant had been amortizing its 
unamortized debt discount and expense at the rate of $142,534.20 per annum 
and included therein amortization of all of the unamortized discount and ex- 
pense, call premium and duplicate interest applicable to the refunding of certain 
bonds redeemed by applicant in July 1931, over the life of the series C bonds, 
due June 1, 1961; 

(c) Since July 1940, applicant increased its amortization from $142,534.20 
to $218,058.96 annually, the increase of $75,524.76 representing amortization of 
the call premium and duplicate interest on series B bonds and series C bonds 
redeemed and refunded in 1940 together with the expenses incurred on the 
314% bonds, due 1965, over the life of the 344% bonds; 

(d) Unamortized call premium, discount and expense as of January 1, 1943, 
applicable to the above refunded issues was $3,628,650.08, which amount in- 
cludes unamortized items in the amount of $1,512,652.68 applicable to the bonds 
refunded in 1931; 

(e) On May 3, 1943, the Supreme Court of the United States in Jersey 
Central Power & Light Company v. Federal Power Commission, 319 U. S. 61, 
held that applicant was a public utility under the Federal Power Act; 

(f) Applicant now proposes to dispose of the amount of $3,628,650.08 by a 
charge of $1,600,000 to earned surplus and to amortize the remainder of $2,- 
628,650.08 over a period of twelve years from and after January 1, 1943, by 
equal annual charges of $219,054.17 to Account 531, amortization of debt dis- 
count and expense, and further proposes that the $1,000,000 charge to earned 
surplus shall be against the earliest earnings included in appliecant’s earned 
surplus as of December 31, 1942, and that the first incurred of the remaining 
unamortized debt discount and expense be the first amortized ; 

The Commission jfinds that: 

(1) Applicant owns and operates facilities for the transmission and sale at 
wholesale of electric energy in interstate commerce and by reason of its own- 
ership and operation of such facilities is a public utility within the meaning of 
that term as used in the Federal Power Act; 
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(2) Good and sufficient cause has been shown why permission of the Com- 
mission should be granted for an exemption from the provisions of balance 
sheet accounts instruction 6-E of the Uniform System of Accounts; and 

(3) It is appropriate that the unamortized discount, expense and call pre- 
mium of $3,628,650.08 be disposed of by a charge of $1,000,000 to Account 271, 
earned surplus, and by amortization of the remainder of $2,628,650.08 over 
a period of twelve years, from and after January 1, 1943, by equal annual 
charges of $219,054.17 to Account 531, amortization of debt discount and 
expense ; 

The Commission orders that: 

(A) Permission is hereby granted applicant to dispose of the balance of 
$3,628,650.08 unamortized call premium, discount and expense associated with 
bonds redeemed and refunded by a charge of $1,000,000 to Account 271, earned 
surplus, and to amortize the remainder of $2,628,650.08 over a period of twelve 
years, from and after January 1, 1943, by equal annual charges of $219,054.17 
to Account 531, amortization of debt discount and expense, provided, however, 
that applicant may accelerate the amortization of the $2,628,650.08 if it shall 
desire so to do; 

(B) The permission granted herein is for accounting purposes only and 
shall not be construed as a finding with respect to the reasonableness of such 
amortization charges, should such an issue arise in any proceeding affecting the 
rates, charges, practices, rules, regulations or tariffs of applicant. 


Order issuing certificate of public convenience and necessity and 
authorizing abandonment of facilities 


Consolidated Gas Utilities Corporation 
(Docket Nos. G-484, G-499, G-504) 
March 7, 1944 


Upon consideration of the following applications filed by Consolidated Gas 
Utilities Corporation (“applicant”) for certificates of public convenience and 
necessity pursuant to section 7(c) of the Natural Gas Act, as amended, and 
application pursuant to section 7(b) of the Natural Gas Act for permission 
and approval to abandon a portion of its transmission facilities: 

(i) Application filed July 15, 1943 (docket No. G-484) for authority to con- 
struct and operate a compressor station complete with two new 400 horse- 
power gas engine driven compressors, three used horizontal 250 horsepower 
units, and other auxiliary compressor station equipment, including structures 
and incidental equipment to be located near Twitty, Texas ; 

(ii) Application filed September 10, 1943, as amended November 19, 1943, 
(docket No. G-499) for authority to construct and operate an 85-inch O.D. gas 
transmission pipe line approximately 6,920 feet in length, and appurtenant fa- 
cilities interconnecting its existing facilities near Blackwell, Oklahoma; 

(iii) Application filed October 28, 1943 (docket No. G-504), seeking authority 
to construct and operate in Grant County, Oklahoma, an 8%-inch O.D. gas 
transmission pipe line approximately 2,985 feet in length to replace a 65- 
inch O.D. gas transmission pipe line approximately 4,600 feet in length, and 
to abandon the latter line; 

It appears to the Commission that: 

(a) The above designated matters were consolidated for purposes of hear- 
ing and set for public hearing by order dated November 17, 1943, and appro- 
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priate notice thereof was duly given, including publication in the Federal 
Register on November 23, 1943 (Vo 8, page 15,876), and ‘transmission thereof 
by registered mail to the Governors and regulatory commissions of the States 
of Texas, Oklahoma and Kansas. Such hearing was held on December 10, 
1943, in Oklahoma City, Cklahoma, and no protest to the applications has been 
received ; 

(ob) The proposed construction and operation of the facilities hereinabove 
described are required to assure maintenance of adequate service to appli- 
cant’s existing customers, including essential war industries ; 

(c) The abandonment of the pipe line referred to in paragraph (iii), above, 
will not result in the termination of service to any customers ; 

(d) The War Production Board has issued preference rating certificates te 
applicant for materials to be used in the construction of the proposed facilities ; 

(e) Applicant estimates that the cost of construction of the proposed fa- 
cilities will total approximately $148,159, and the cost of the removal of the 
pipe line proposed to be abandoned will be approximately $607 ; 

(f) Applicant will finance the construction out of its cash funds, and is 
financially able to construct and operate such facilities ; 

(9g) Applicant’s recoverable gas reserves in the States of Texas, Oklahoma 
and Kansas are adequate to meet the requirements resulting from the opera- 
tion of the proposed facilities ; 

(h) Applicant will continue in effect the present rates to its customers, and 
no increase in rates is contemplated by reason of the proposed construction 
and abandonment of the facilities hereinabove described ; 

The Commission, having considered the applications and the record thereon 
with respect to the matters involved and the issues presented, finds that: 

(1) Applicant is a corporation organized and existing under the laws of 
Delaware, authorized to do business in the States of Texas, Oklahoma and 
Kansas, and having its principal place of business in Oklahoma City, Okla- 
homa; 

(2) Applicant owns and operates, among other facilities, natural gas pipe 
lines extending from a point in Wheeler County, Texas, in a northeasterly 
direction through Oklahoma and Kansas to Lyons, Kansas. Among other 
operations, applicant produces and purchases natural gas in Texas, Oklahoma 
and Kansas which it transports through its -transmission mains from the 
states in which the gas is produced and purchased through or into other states, 
and sells such gas for resale for ultimate public consumption for domestic, 
commercial, industrial and other. use in Oklahoma and Kansas; 

(3) Applicant is engaged in the transportation and sale of natural gas in 
interstate commerce -for resale, and is therefore a natural-gas company within 
the meaning of the Natural Gas Act as found by the Commission in its order 
adopted January 4, 1944, In the Matter of Consolidated Gas Utilities Corpo- 
ration, docket No. G-365, supra, p. 477. 

(4) The facilities proposed to be constructed and operated by applicant, as 
hereinabove described, upon completion will be used for the transportation and 
sale of natural gas, subject to the jurisdiction of the Commission, as integral 
parts of applicant’s existing interstate pipe line system, and the proposed con- 
struction and operation are subject to the requirements of subsections (c) and 
(e) of section 7 of the Natural Gas Act, as amended: 

(5) The pipe line proposed to be abandoned, as hereinabove described, is 
used for the transportation and sale of natural gas subject to the jurisdiction 


of this Commission, and is subject to the requirements of section 7(b) of the 
Natural Gas Act; 
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(6) The present and future public convenience and necessity permit the 
proposed abandonment of such pipe line; «, 

(7) Applicant is able and willing properly to do the acts and perform the 
service proposed and to conform to the provisions of the Natural Gas Act, as 
amended, and the requirements, rules and regulations of the Commission 
thereunder ; 

(8) The proposed construction and operation by the applicant are and will 
be required by the present and future public convenience and necessity, and 
a certificate therefor should be granted as hereinafter ordered and conditioned ; 

The Commission, therefore, orders that: 

(A) A certificate of public convenience and necessity be and it hereby is 
issued authorizing applicant to construct and operate the facilities referred 
to in paragraphs (i), (ii), and (iii), above, as more fully described in the 
applications, upon the terms and conditions of this order ; 

(B) This certificate shall not be transferable and is without prejudice to 
the authority of this Commission or any other regulatory body with respect to 
rates, service, accounts, valuation, estimate or determination of cost, or any 
other matter whatsoever now pending or which may come before this Com- 
mission or other regulatory body, and nothing herein shall be construed as an 
acquiescence by this Commission in any estimate or determination of cost or 
any valuation of property claimed or asserted ; 

(C) Nothing herein is to be construed as affecting in any manner the deter- 
mination of the service area of applicant nder section 7(f) of the Natural 
Gas Act, as amended ; 

(D) This certificate shall be effective as long as applicant continues the 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act, as amended, and any pertinent rules, regulations, or orders hereto- 
fore or hereafter issued by the Commission ; 

(E) Appropriate evidence of the issuance of this certificate shall be furn- 
ished to applicant ; 

(F) Applicant be and it is hereby authorized to abandon its 65-inch pipe 
line approximately 4,600 feet in length, referred to in paragraph (iii), above, 
upon the completion of the proposed 8%-inch pipe line approximately 2,985 
feet in length ; 

(G) Applicant shall report.to the Commission in writing under oath the 
dates the proposed facilities are completed and placed in operation, and the 
date the pipe line is abandoned. 

















































Order determining actual legitimate original cost and prescribing 
accounting therefor 


Crown Zellerbach Corporation 
(Project No. 588) 
March 14, 1944 





The Commission, having under consideration the determination of the actual 
legitimate original cost of the initial project, as of April 30, 1928, and the 
property additions thereto for the period from May 1, 1928 to April 30, 1930, 
both inclusive, of project No. 588, Crown Zellerbach Corporation, licensee; and 

It appearing to the Commission, after consideration of the formal accep- 
tance executed by licensee under date of February 24, 1944, that the actual 
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legitimate original cost of project No. 588, as of April 30, 1930, in the aggre- 
gate sum of $1,970,327.07 is as shown in the following tabular statement: 


Actual legitimate original cost, as of April 30, 1930, Project No. 588 


——— — |. —- qm — 


Account 





Title Amount 





Before distri-| Distribution After distri- 

bution of in- of indirects bution of 
directs and and indirects and 
overheads overheads overheads 


Hydraulic a plant: 
320 and and land rights $ 27,768.56 $ 6,270.76 $ 34,039.32 
Structures and improvements___-_- 138,503.88 86,137.72 224,641.60 
Reservoirs, dams and waterways_- 759,269.50 481,009.83 1,240,279.33 

Water wheels, turbines and 
generators 198,114.07 49,318.23 247,432.30 

Accessory electric equipment 35,694.88 10,920.58 46,615.46 
Miscellaneous power plant 
equipment 20,628.09 5,713.97 26,342.06 

Total production plant__-_-.| 1,179,978.98 639,371.09 1,819,350.07 

Transmission plant: 
340 Land and land rights 9,656.01 933.91 10,589.92 

341 Clearing land and rights-of-way-- 29,870.53 5,671.74 35,542.27 

343 Station equipment 50,476.50 10,400.13 60,876.63 

345 Poles and fixtures 14,981.84 1,717.31 16,699.15 

346 Overhead conductors and devices__ 24,863.12 2,405.91 27,269.03 


Total transmission plant-__- 129,848.00 21,129.00 | 150,977.00 
Indirect and overhead costs : 

Preliminary development costs 52,116.35 
a eens 7,135.24 
Accounting 11,928.68 
Temporary construction facilities 65,271.79 
Temporary roads and trails 89,831.47 
Shrinkage of cost of construction 
i te nomieuhtivatnntnine inden 76,024.55 ,024.55) 
Shrinkage of cost of small tools 35,222.94 ,222.94) 
Commissary camp and hospital 82,549.33 
Insurance and damages 16,642.25 
Electric power used during 
construction 9,496.55 ,496.55) 
Engineering and superintendence_ d 127,595.61 | (127,595.61) 

Law expenditures 5 
Executive and administrative_ A ' 
Taxes during construction____ n 1,221.44 (1,221.44) 
Interest during construction___ 42,136.57 (42,136.57) 

Miscellaneous construction 

expenditures 2,869.36 (2,869.36) 
Total indirect and overhead 








660,500.09 


1,970,337.07 | 


Tote) actual legitimate original 





~~ 1,970,327.07 








( ) Denotes red figure. 

The Commission orders that: 

(A) The licensee establish and maintain control accounts with reference 
to this project showing a total debit balance, as per the above statement by 
primary accounts, in its fixed capital accounts of $1,970,327.07 as the actual 
legitimate original cost of this project as of April 30, 1930; 

(B) The licensee establish and maintain subsidiary ledger sheets or ac- 
counts showing and substantiating all entries in such control accounts and 
classifying the total for fixed capital in appropriate detail ; 

(C) Within ninety (90) days of service of this order, the licensee comply 


therewith and execute and submit to this Commission FPC Form No. 7 (old 
FPC Form No. 76) showing such compliance. 
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Order authorizing sale, and merger or consolidation of facilities 


Granville Electric Company and Central Vermont Public Service Corporation 


(Docket No. IT-5851) 
March 14, 1944 


Granville Electric Company (hereinafter referred to as Granville), a corpo- 
ration of the State of Delaware authorized to do business in the State of 
Vermont, having its principal business office at 317-325 South State Street, 
Dover, Delaware, on September 3, 1943, filed its application for an order pur- 
suant to section 203 of the Federal Power Act authorizing it to sell the whole of 
its facilities, located in Vermont, to Central Vermont Public Service Corpora- 
tion (hereinafter referred to as Central). Central, a corporation of the State 
of Vermont having its principal business office at 121 West Street, Rutland, 
Vermont, on January 17, 1944, filed its application for an order pursuant to 
section 203 of said Act authorizing it to merge or consolidate its facilities 
with the facilities of Granville. The application of Central is joint to the ap- 
plication of Granville. Granville filed on February 9, 1944, an amendment to 
its application and on February 14, 1944, Central filed an amendment to its 
application. 

From the verified applications, as amended, and the record thereon includ- 
ing Power System Statements and Annual Reports of Central and Granville, 
it appears that: 

(a) The properties and facilities of Granville are located in the extreme 
westerly part of Vermont in the Towns of Rupert, Pawlet, Wells and Poultney 
and consist generally of approximately 50 miles of transmission and distribu- 
tion lines, together with interests in land, substations and appurtenant facili- 
ties used in furnishing electric service to 238 customers. The transmission lines 
of Central intersect those of Granville at several points and at other places 
are parallel thereto, but presently are not interconnected at any point; 

(b) The consideration to be paid by Central to Granville for all of its prop- 
erties and facilities is $24,500 cash subject to the terms, conditions and adjust- 
ments in the agreement between the parties dated July 7, 1943, copy of which 
is set forth as Exhibit L-1 of the application. Granville reports the original 
cost, as of June 30, 1943, of the facilities to be sold in the sum of $146,251.62; 

(c) Central will cause the facilities to be acquired to be integrated with 
its electric system which now serves contiguous and adjacent territory; 

(d) The Public Service Commission of Vermont by order dated August 25, 
1943, issued upon the joint petition of Central and Granville, authorized and 
approved the sale of the assets of Granville to Central in accordance with the 
agreement between the parties ; 

(e) Written notices of the aforesaid applications have been duly given to 
the New Hampshire Public Service Commission, the Public Service Commission 
of New York, the Public Service Commission of Vermont and to the Governors 
of each of those States. Notices of the applications were also published in the 
Federal Register of September 10, 1943, and January 21, 1944, stating that any 
person desiring to be heard or to make any protest with reference to the appli- 
cations should file a petition or protest on or before September 24, 1943 and 
February 4, 1944, respectively. No protest, petition or request to be heard in 
opposition to the granting of the said applications has been received ; 

The Commission, having considered the aforesaid applications, as amended, 
and the record finds that: 
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(1) Granville.is a corporation organized and existing under and by virtue 
of the laws of the State of Delaware and is qualified to do business in the 
State of Vermont. It is engaged in the business of transmitting and distribut- 
ing electric energy in the State of Vermont. It owns and operates facilities, 
among others, for the transmission of electric energy generated in one State, 
transmitted to and consumed in another State by persons other than the trans- 
mitter thereof. Such facilities are facilities for the transmission of electric 
energy in interstate commerce and Granville is a public utility within the 
scope of that term as used in section 203 of the Federal Power Act; 

(2) Central is a corporation organized and existing under and by virtue 
of the laws of the State of Vermont and is qualified to do business in the 
States of New Hampshire, New York, and Vermont. It is engaged in generat- 
ing, transmitting and distributing electric energy in the above-named States 
in which it is qualified to do business. It owns and operates facilities, among 
others, for the transmission of electric energy generated in one State trans- 
mitted to and consumed in another State by persons other than the transmitter 
thereof. Such facilities are facilities for the transmission of electric energy in 
interstate commerce and Central is a public utility within the scope of that 
term as used in section 203 of the Federal Power Act; 

(3) The electric facilities proposed to be merged by Central are adjacent 
to facilities owned and operated by it in furnishing service to portions of com- 
munities presently served by Granville and can be integrated with those of 
Central in the territory with slight difficulty. The proposed merger or consoli- 
dation of facilities will tend to the advancement of the integration of the fa- 
cilities involved, improvement of service, and a reduction of rates, and will be 
consistent with the public interest ; 

(4) By the proposed transaction, Central will merge or consolidate its fa- 
cilities subject to the jurisdiction of this Commission with those of Granville 
within the meaning and subject to the requirements of section 203 of the Fed- 
eral Power Act; 

The Commission orders that: 

(A) The proposed sale by Granville of the whole of its facilities to Central 
and the proposed merger or consolidation by Central of its facilities with the 
whole of the facilities of Granville described in the applications, as amended, 
be and the same hereby are authorized and approved, subject to the provisions 
of this order ; 

(B) The authorization and approval hereinbefore granted is without preju- 
dice to the authority of this Commission or any other regulatory body with 
respect to rates, service, accounts, valuations, estimates or determinations of 
cost, or any other matter whatsoever which may come before this commission 
or such other regulatory body, and nothing in this order shall be construed as 
an acquiescence by this Commission in any estimate or determination of cost 
or any valuation of property claimed or asserted ; 

(C) This authorization shall expire unless acted upon within sixty days 
after the date of this order ; 

(D) Granville and Central shall report with reference to the subject matter 
hereof within ten days after the consummation thereof as required by the Com- 
mission’s Rules of Practice and Regulations, and Central shall file the appro- 
priate accounting entries within six months from the date of consummation 


of the proposed merger as required by the provisions of the Uniform System 
of Accounts. 
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Order to take depositions and for the issuance of subpoenas 


Mondakota Development Company, Complainant, v. Montana-Dakota 
Utilities Co., defendant ; Montana-Dakota Utilities Co. 


(Docket Nos. G—220, G-402) 
March 18, 1944 


Upon consideration of the petition of Montana-Dakota Utilities Co., filed 
with the Commission on March 11, 1944, to take the depositions of Lois E. 
Hutchinson, W. W. Tourtillott, Henry L. Lubking, Stanley Peterson, Spencer R. 
Smith, H. L. Hutchinson, John Wight, and Ernest E. Murray, and to issue 
subpoenas requiring the attendance of such persons at the designated times 
and places, including the production of specified documents and records in 
their possession or under their control; and 

It appearing to the Commission that: 

(a) Timely and appropriate notice of the taking of such depositions has been 
given Mondakota Gas Company as evidenced by the filing, as a part of the 
petition herein, of a stipulation entered into by attorneys for Montana-Dakota 
Utilities Co. and Mondakota Gas Company, successor in interest to Mondakota 
Development Company, agreeing that the testimony of the designated persons 
might be taken by deposition at the times and places specified in the petition ; 

(b) It is appropriate that the testimony of the persons named be taken by 
deposition for the purpose of making such testimony available in proceedings 
now pending before the Commission ; 

The Commission finds that: 


Records and documents specified in the petition of Montana-Dakota Utilities 
Co. are relevant and material to the inquiry in order that Montana-Dakota 
Utilities Co. may present, for consideration by the Commission, testimony and 
evidence which it deems pertinent to the issues in these proceedings ; Provided, 
That the materiality, relevancy and competency of the testimony and docu- 
mentary evidence thus adduced to the issues in these proceedings shall be 
subject to appropriate objection by counsel and shall be determined when the 
depositions are offered in evidence ; 

The Commission orders that: 

(A) The oral testimony of the following persons named in the petition of 
Montana-Dakota Utilities Co. be taken before John A. Saxon, a Notary Public 
in and for Los Angeles County, State of California, at Room 1322, Security 
Title Insurance Building, 580 W. 6th Street, Los Angeles, California, and that 
subpoenas be issued by the Supervising Commissioner requiring the atten- 
dance and testimony of such persons and the production by them of the docu- 
ments and records described in the application of Petitioner and specified in 


the subpoenas if such documents and records are in their possession or under 
their control: 


Lois E. Hutchinson, Box 907, To appear at 10 a.m. 
Porterville, California April 3, 1944. 


W. W. Tourtillott, To appear at 10 a.m. 
603 N. Hockett Street, April 4, 1944. 
Porterville, California 


Henry L. Lubking, To appear at 10 a.m. 
Ducor, California April 5, 1944. 
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Stanley Peterson, Box 263, To appear at 10 a.m. 
Strathmore, California April 6, 1944. 
Spencer R. Smith . To appear at 10 a.m. 
837 Manley Drive, April 7, 1944. 

San Gabriel, California 

H. L. Hutchinson, Box 1735, To appear at 10 a.m. 
Sacramento, California April 8, 1944. 


(B) The oral testimony of the following persons named in the petition of 
Montana-Dakota Utilities Co. be taken before C. S. Prater, a Notary Public 
for the State of Montana, at 516 Electric Building, Billings, Montana, and 
that subpoenas be issued by the Supervising Commissioner requiring the at- 
tendance and testimony of such persons and the production by them of the 
documents and records described in the application of petitioner and specified 
in the subpoenas if such documents and records are in their possession or 
under their control: 


John Wight, To appear at 10 a.m. 
Billings, Montana April 12, 1944. 
crnest E. Murray, To appear at 10 a.m. 
424 Stapleton Building, April 13, 1944. 


Billings, Montana 


(C) Each of the persons named in paragraphs (A) and (B) shall testify 
orally, under oath, before the respective officer designated and shall be subject 
to cross-examination by counsel for the parties and by Commission counsel ; 
the testimony offered shall be subject to appropriate objections by such coun- 
sel and the depositions provided for in this order shall be taken in accordance 
with the provisions of sections 50.55 to 50.59, inclusive, of the Commission’s 
provisional Rules of Practice and Regulations under the Natural Gas Act. 


Order authorizing transfer of portion of depreciation reserve to a 
special reserve for electric plant adjustments 


New Jersey Power & Light Company 
(Docket No. IT-5883) 
March 28, 1944 


It appearing to the Commission that: 

(a) On March 6, 1944, New Jersey Power & Light Company (hereinafter 
referred to as “New Jersey”) filed an application for approval of an adjust- 
ment as at December 31, 1943, to its reserve for depreciation of electric util- 
ity plant by transferring the amount of $1,350,000 from its depreciation re- 
serve to a special reserve for the purpose of absorbing adjustments of electric 
plant which may be determined in connection with the restatement of electric 
plant at original cost ; 

(b) New Jersey submitted data showing a depreciation reserve requirement 
of $5,207,208, related to original cost of New: Jersey’s electric plant, as of 
December 31, 1943, calculated according to the straight-line basis; 

(c) The reserve for depreciation of electric plant as of December 31, 1943, 
according to New Jersey’s books is $6,584,077 which amount is $1,376,869 
greater than the above reserve requirement of $5,207,208 ; 
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(d@) New Jersey attributes the apparent over-acerual of the reserve for 
depreciation of electric plant principally to the excess of past depreciation 
accruals on appraisal values over such depreciation on an original cost basis; 
to past direct surplus appropriations to the reserve for depreciation; and 
credits arising from writing up of electric plant ; 

The Commission finds that: 

Under the circumstances here presented the creation of a special reserve, 
not exceeding $1,350,000, for electric plant adjustments is reasonable and ap- 
propriate for the purposes of the Act. 

The Commission orders that: 

(A) New Jersey is hereby authorized to transfer not to exceed $1,350,000 
from its reserve for depreciation of electric plant as of December 31, 19438, to 
a special reserve to be designated Account 258.3, reserve for amounts in ex- 
cess of original cost of electric utility plant ; 

(B) New Jersey shall not transfer any amount from Account 258.3, re- 
serve for amounts in excess of original cost of electric utility plant, to any 


other account, nor make any charge to said account except pursuant to prior 
order of this Commission. 


Order allowing supplemental rate schedules to take effect, continuing 
rate schedules in effect and terminating proceedings 


Jersey Central Power & Light Company 
(Docket No. IT-5837) 
March 28, 1944 


It appearing to the Commission that: 

(a) On March 24, 1931, Jersey Central Power & Light Company (“Jersey 
Central”) entered into a certain agreement with Public Service Electric and 
Gas Company (“Public Service’) for the interchange of emergency power and 
service upon terms and conditions therein specified, which said agreement is 
designated in the files of the Commission as Jersey Central Power & Light 
Company rate schedule FPC No. 1; 

(b) At approximately the same time Jersey Central and Public Service en- 
tered into an oral arrangement for the interchange of economy energy and 
service by means of interconnection facilities provided for under the terms 
of the aforesaid agreement of March 24, 1931, which said arrangement was 
thereafter reduced to writing and filed with the Commission, being designated 
in the files of the Commission as Jersey Central Power & Light Company rate 
schedule FPC No. 2; 

(c) On June 15, 1943, Jersey Central filed with the Commission a copy of 
its letter dated June 14, 1943, and addressed to Public Service whereby Jersey 
Central gave formal notice to Public Service that it proposed to terminate the 
aforesaid agreement of March 24, 1981 (Jersey Central Power & Light Com- 
pany rate schedule FPC No. 1); that said letter of June 14, 1943, is designated 
in the files of the Commission as supplement No. 1 to Jersey Central Power 
& Light Company rate schedule FPC No. 1; 

(d) On June 26, 1948, the Commission received a written notification from 
Jersey Central advising that it proposed on July 26, 19438, to terminate the 
aforesaid arrangement with Public Service for the interchange of economy 
energy and service (Jersey Central Power & Light Company rate schedule 
FPC No. 2); that such notice of proposed termination is’ designated in the 
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files, of the Commission as supplement No. 1 to Jersey Central Power & Light 
Company rate schedule FPC No. 2; 

(e) By order of July 15, 1943, in the abdve-entitled matter, the Commis- 
sion ordered that a public hearing be.held commencing September 1, 1943, 
concerning the lawfulness of the proposed changes in service embodied in 
supplement No. 1 to Jersey Central, Power & Light Company rate schedule 
FPC No. 1 and supplement No. 1 to Jersey Central Power & Light Company 
rate schedule FPC No. 2, and suspended such supplemental rate schedules un- 
til December .15, 1943, and until such time thereafter as the same should be 
made effective in the manner provided for by the Federal Power Act and the 
Commission’s Rules of Practice and Regulations; 

(f) By letter filed with the Commission on August 17, 1943, designated in 
the files of the Commission as supplement No. 2 to Jersey Central Power & 
Light Company rate schedule FPC No. 2, Jersey Central notified the Commis- 
sion that it thereby revoked and cancelled its notice of proposed termination 
of the aforesaid arrangement with Public Service for the interchange of 
economy energy and service (supplement No. 1 to Jersey Central Power & 
Light Company rate schedule FPC No. 2); 

(g) By order of August 30, 19438, the Commission postponed said hearing, 
subject to the further order of the Commission, upon the representation of 
Jersey Central that it expected to be able to enter into an agreement with 
Public Service for the amendment of the agreement of March 24, 1931 (Jersey 
Central Power & Light Company rate schedule FPC No. 1), with respect to 
the term thereof, whereby the amended agreement would be continued in force; 

(h) On September 9, 1943, Jersey Central filed with the Commission con- 
formed copies of a certain letter agreement entered into between Jersey 
Central and Public Service whereby Jersey Central withdrew and cancelled 
its prior notice of June 14, 1948, to Public Service (supplement No. 1 to 
Jersey Central Power & Light Company rate schedule FPC No. 1) of its in- 
tention to terminate the agreement of March 24, 1981; and whereby said 
parties agreed that the agreement of March 24, 1931, should continue in full 
force and effect to December 17, 1945, and thereafter until terminated by 
either party giving to the other not less than one year’s notice in writing; 
that said agreement of September 9, 1943, is designated in the files of the 
Commission as supplement No. 2 to Jersey Central Power & Light Company 
rate schedule FPC No. 1. Coincidentally with the filing thereof, Jersey Central 
requested the Commission to terminate these proceedings ; 

The Commission finds that: 

(1) By the filing with the Commission of supplement No. 2 to Jersey Central 
Power & Light Company rate schedule FPC No. 2, referred to in paragraph 
(f) above, and supplement No. 2 to Jersey Central Power & Light Company 
rate schedule FPC No. 1, referred to in paragraph (h) above, Jersey Central 
has revoked, withdrawn and cancelled all notice of intention to cancel and 
terminate the arrangement between Jersey Central and Public Service for 
the interchange of economy energy. and service (Jersey Central Power & 
Light Company rate schedule FPC No. 2), and has revoked, withdrawn and 
eancelled all notice of intention to cancel and terminate the agreement of 
March 24, 1981, between Jersey Central and Public Service for the inter- 
change of emergency power and service (Jersey Central Power & Light Com- 
pany rate schedule FPC No. 1); 

(2) By such revocation and cancellation of its notifications of the proposed 
eancellation of said rate schedules, and the Commission's acceptance for filing 
of said supplement No. 2 to Jersey Central Power & Light Company rate 
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schedule FPC No. 2 and supplement No. 2: to Jersey Central Power & Light 
Company rate schedule FPC No. 1, said notices of intention to terminate 
Jersey Central Power & Light Company rate schedule FPC No. 2 and Jersey 
Central Power & Light Company rate schedule FPC No. 1 have ceased to have 
any force or effect ; 

(3) It is appropriate, in the circumstances, to take the action hereinafter 
provided ; 

The Commission orders that: 

(A) Supplement No. 2 to Jersey Central Power & Light Company rate 
schedule FPC No. 2, and supplement No. 2 to Jersey Central Power & Light 
Company rate schedule FPC No. 1, be and they hereby are allowed to take 
effect as of August 17, 1948, and September 9, 1943, respectively ; 

(B) The supplemental rate schedules above referred to in paragraph (A) 
hereof shall be deemed to have been filed and published in compliance with the 
Federal Power Act; 

(C) The rate schedules designated in paragraphs (a) and (b) above, con- 
sisting of Jersey Central Power & Light Company rate schedule FPC No. 1 
and Jersey Central Power & Light Company rate schedule FPC No. 2, be and 
the same are hereby allowed to continue in force and effect, except insofar as 
the former rate schedule is modified as to the term thereof by supplement No. 
2 to Jersey Central Power & Light Company rate schedule FPC No. 1; 

(D) Nothing contained in this order shall be construed as constituting ap- 
proval by this Commission of any service, rate, provision or condition con- 
tained in the contracts referred to herein ; 

(E) This order is without prejudice to any findings or orders which may 
be made by the Commission in any proceedings now pending, or hereafter in- 
stituted, by or against Jersey Central ; 

(F) The proceedings instituted herein by the Commission’s order of July 
15, 1943, be and the same are hereby terminated. 


Order confirming and approving rate schedule 
Bonneville Project, Columbia River, Oregon-Washington 
(Docket No. IT-5519) 

March 28, 1944 


The Bonneville Power Administrator submitted on January 24, 1944, and 
modified on February 5 and 23, 1944, a new schedule of rates and charges for 
electric energy produced at the Bonneville Project, for confirmation and ap- 
proval by the Federal Power Commission, pursuant to the provisions of the 
Bonneville Act (50 Stat. 731), as amended. ; 

It appears to the Commission that: 

(a) Such new schedule, designated as Wholesale Power Rate Schedule E-2 
(hereinafter Schedule E-2), provides an optional lower rate for at-site and 
transmission system firm power delivered to those purchasers for resale (in- 
cluding public bodies and cooperatives) to ultimate consumers and for irriga- 
tion and drainage pumping service, who purchase at least 90 per cent 
of their electric energy requirements from the Bonneville Project ; 

(ob) Schedule E-2 was first submitted (under the designation of Wholesale 
Power Rate Schedule E-1) as part of proposed revisions of rate schedules and 
general rate schedule provisions, but upon objections by the Superintendent of 
Light Division, Department of Public Utilities, City of Tacoma, Washington, 
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and the Superintendent, Department of Lighting, City of Seattle, Washington, 
to certain of such general rate schedule provisions and administrative inter- 
pretations thereof by the Bonneville Power Administrator, Schedule E-2 was 
separately submitted with the request that when the proposed revisions of 
general rate schedule provisions are approved, they should be approved for 
use therewith ; 

(c) Meanwhile, the aforementioned representatives of the Cities of Tacoma 
and Seattle advised that they have no objection to approval of Schedule E-2, 
provided that any changes later effected in the general rate schedule provisions 
and administrative interpretations thereof are applied retroactively to Sched- 
ule E-2; 

(d) Consideration of the matters presented by the aforesaid objections and 
the response thereto by the Bonneville Power Administrator has not been com- 
pleted, but need not delay action on Schedule E-2; 

The Commission, having considered Schedule E-2 and the presently available 
information and data thereon, finds that: 

(1) Schedule E-2 represents a further development of the rate structure 
of the Bonneville Project and should be confirmed and approved by the Com- 
mission as hereinafter provided ; 

(2) Action en the remaining proposed revisions of rate schedules and gen- 
eral rate schedule provisions should await determination of the matters in- 
volved in the aforesaid objections of the representatives of the Cities of Ta- 
coma and Seattle and response of the Bonneville Power Administrator ; 

The Commission orders that: 

Effective on and after April 1, 1944, the aforesaid Schedule E-2 (attached 
hereto and made a part hereof) is confirmed and approved upon the follow- 
ing conditions: 

(i) Any proposed revision of general rate schedule provisions now pending, 
which may hereafter be confirmed and approved by the Commission, shall be- 
come applicable to Schedule E-2, as of April 1, 1944; 

(ii) Schedule E-2 may be modified from time to time by the Bonneville 
Power Administrator, subject to confirmation and approval by the Commis- 
sion, pursuant to the provisions of the Bonneville Act; 

(iii) Nothing herein contained shall in any way affect or prejudice any ac- 
tion which may hereafter be taken by the Commission in any matter affecting 
the Bonneville Project. 


DEPARTMENT OF INTERIOR , 
BONNEVILLE POWER ADMINISTRATOR 


Wholesale Power Rate Schedule E-2 


Availability.—This schedule applies to at-site and transmission system firm 
power delivered to purchasers for resale by purchaser to ultimate consumers 
and for irrigation and drainage pumping service. 

Rate.—Power shall be sold under this schedule at the following monthly rate: 

Demand charge: 75c net per kilowatt of billing demand. 

Energy charge: First 200 _kilowatt-hours per kilowatt of billing demand 

@ 2 mills net per kilowatt-hour. 
Additional kilowatt-hours @ 1 mill net per kilowatt-hour; 

Provided, however, that the number of kilowatt-hours to be billed each month 
for each separate electric system shall be not less than 90% of the total energy 
requirements of such system for the month. 
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Billing demand.—The billing demand shall be the highest of the following 
demands: 

(1) The contract demand, 

(2) The measured demand for the month, adjusted for power factor, 

(3) The highest computed demand during twelve-month period ending with 
current month, (Nore: Applies only when part of the load is sup- 
plied from other sources. See section 7 of General Rate Schedule Pro- 
visions. ) 

(4) 80% of the highest billing demand during the preceding eleven months 

exclusive of irrigation and drainage pumping demands. 

Development period for public bodies and cooperatives.—Public bodies and 
cooperatives purchasing power for a separate distribution system under this 
rate schedule will be permitted a developmental period for such separate system 
extending until (1) four years after cessation of present hostilities between 
United States and Germany, and Japan, or (2) three years after the date ser- 
vice is first rendered to such system by the administrator, whichever is the 
later date. Bills for power delivered to each separate system during such devel- 
opmental period shall not exceed 8.5 mills multiplied by the number of kilowatt- 
hours billed for the month by the Administrator plus any increase in the demand 
charge due to power factor adjustment. . 

Power factor adjustment.—The provisions of section 8 of the General Rate 
Schedule Provisions effective January 1, 1942, shall not apply to this rate 
schedule. The measured demand, before adjustment for power factor, will be 
increased 1% for each 1% or major fraction thereof by which the average power 
factor is less than .95 lagging. This adjustment may be waived in whole or in 
part to the extent that the Administrator determines that a power factor of 
less than .95 would in any particular case be advantageous to the Government. 
Unless specifically otherwise agreed, the Administrator shall not be obligated 
to deliver power to the purchaser at any time at a power factor below .75. The 
formula for determining average power factor is-as follows: 


kilowatt-hours 
Average Power. Pactoftres usual odie cus lei el eligi 


(Kilowatt-hours)? + (Reactive kilovolt-ampere-hours)? 


In applying the above formula the meter for measurement of reactive kilo- 
volt-ampere-hours will be ratcheted to prevent reverse registration. 

Power for irrigation and drainage pumping service.—The rates stated in 
this schedule shall be applied on a monthly basis to power for irrigation and 
drainage pumping service, subject to a maximum annual demand charge of 
$4.50 per kilowatt of the maximum irrigation and drainage pumping demand 
during the calendar year. The demand charge will be billed monthly at the 
rate of 75c per kilowatt of billing demand until the maximum annual demand 
charge has been paid, after which no further demand charges shall apply 
during the calendar year to demands caused by irrigation and drainage pump- 
ing loads. The demands caused by irrigation and drainage pumping shall be 
metered, if reasonably practicable; where metering is impractical, such de- 
mands shall be estimated from the connected load and methed of operation 
of the pumping equipment on the basis of suitable field tests. 

Notwithstanding any other provisions of this schedule, the Administrator 
may include in contracts with customers served with irrigation and drainage 
pumping power a provision requiring a higher minimum charge based on load 
factor. At the end of the irrigation season, or the calendar year for drainage 
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pumping customers, the customers shall be billed for the amount by which the 
total previous billings shall be billed for the amount by which the total pre- 
vious billings for the year fail to equal the required minimum annual charge. 

Irrigation and drainage pumping power will be available on a firm power 
basis from April to September, inclusive, and for the balance of the year may 
be interrupted at the discretion of the Administrator for periods of not to 
exceed four hours in any one day. The Administrator will designate in ad- 
vance the hours of the day in which service to purchasers of irrigation and 
drainage pumping power is subject to interruption, and will give such advance 
notice of interruption as is practicable. The amount of irrigation and drain- 
age pumping power which will be contracted will be limited to the amount of 
such power, which, in the judgment of the Administrator, will be available 
from the seasonal reduction in the Government’s monthly system*‘peak demands 
for firm power during the months of April to September, inclusive. 

Change to kilowatt-year rate schedule——Upon written application to the Ad- 
ministrator, any purchaser who has contracted for service under this rate 
schedule may change, under an appropriate new contract for the remainder 
of the original contract term, to the kilowatt-year schedule which is applicable. 

General provisions.—Sales of power under this schedule shall be subject to 
the provisions of the Bonneville Act and the General Rate Schedule Provisions, 
except as to the applicability of section 8 of the General Rate Schedule Pro- 
visions effective January 1, 1942, as set forth herein under the heading Power 
Factor Adjustment. 





Paut J. RAvER, 
Bonneville Power Administrator 


Order granting permission under balance sheet accounts instruction 6-E with 
respect to the disposal of unamortized debt discount and expense, redemption 
premium and duplicate interest associated with bonds to be refunded 


Louisiana Power & Light Company 
(Docket No. IT—5885) 
March 30, 1944 


Upon the application of the Louisiana Power & Light Company (hereinafter 
referred to as “applicant”) filed March 27, 1944, pursuant to the provisions 
of balance sheet accounts instruction 6-E of the Commission’s Uniform System 
of Accounts Prescribed for Public Utilities and Licensees, to dispose of un- 
amortized debt discount and expense, duplicate interest, and redemption prem- 
iums associated with bonds to be refunded in accordance with the plan sub- 
mitted in such application; and 

It appearing to the Commission that: 

(a) Applicant is contemplating refunding its presently outstanding first 
mortgage gold bonds, 5% series due December 1, 1957, aggregating $17,500,000, 
on which a redemption premium of 244% will be paid, through the issuance of 
$17,000,000 of first mortgage bonds, to mature April 1, 1974, on which a prem- 
ium of 1%% is to be asked, and for which the interest rate is to be determined 
by competitive bidding, and such proceeds to be supplemented by additional cash 
from the applicant’s general funds ; 

(>) The charges associated with the bonds to be refunded for which the 
applicant seeks approval of the Commission to its plan of disposal are as fol- 
lows: 
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Unamortized debt discount and expense $ 615,845.38 
Redemption premium 7 500.00 
Duplicate interest 72,916.66 


1,126,262.04 


(ec) Applicant proposes to dispose of the amount of $1,126,262.04 by a special 
charge to income of $750,000 for an amount equal to the estimated saving in 
Federal excess profits taxes from the refunding transactions, and by write-off 
of the remaining amount of $376,262.04 during the years 1945, 1946 and 1947 in 
annual amounts of not less than $125,400; 

(d) Paragraph E of balance sheet accounts instruction 6-E of the Commis- 
sion’s Uniform System of Accounts provides that when redemption of one issue 
or series of bonds or other long-term obligations is financed by another issue or 
series before the date of maturity of the first issue, any unamortized discount, 
expense or premium on the first issue and any premium paid or discount earned 
or reacquirement shall be debited or credited, as appropriate, to Account 414, 
miscellaneous debits to surplus, or Account 401, miscellaneous credits to surplus, 
provided, however, that if the applicant desires to amortize any of the discount, 
expense, or premium associated with the issuance or redemption of the first 
issue over a period subsequent to date of redemption, the permission of the 
Commission must be obtained ; 

The Commission, having considered the application and other matters of 
record and in the files of the Commission, furnished by applicant, finds that: 

(1) Applicant owns and operates facilities for the transmission and sale at 
wholesale of electric energy in interstate commerce and by reason of its owner- 
ship and operation of such facilities is a public utility within the meaning of 
that term as used in the Federal Power Act ; 

(2) The estimated annual interest saving from the refunding transactions, 
after considering Federal income taxes at present normal and surtax rates, will 
provide for disposition of the amount of $376,262.04 during the three-year period 
from date as of which the refunding transactions are consummated ; 

(3) A reasonable disposition of the charges associated with the bonds to be 
refunded is to charge income with $750,000 for the estimated savings in Federal 
excess profits taxes and amortize the remainder of $376,262.04 by equal monthly 


charges over a three-year period from date as of which the refunding is con- 
summated ; 


The Commission orders that: 


(A) Permission is hereby granted applicant to dispose of unamortized debt 
discount and expense, duplicate interest and redemption premium associated 
with bonds to be refunded as described in paragraph (a) by charging income 
with $750,000 for the estimated saving in Federal excess profits taxes arising 
from the refunding transactions and to dispose of the remaining $376,262.04 
over a three-year period from date as of which the refunding transactions are 
completed by equal monthly charges to Account 531, amortization of debt dis- 
count and expense, provided, however, that applicant may accelerate the amor- 
tization of the $376,262.04 if it shall desire so to do; 

(B) Permission is denied of the applicant’s proposal to dispose of the 
amount of $376,262.04 during the years 1945, 1946 and 1947 as described in 
paragraph (c); 

(C) The permission granted herein is for accounting purposes only and shall 
not be construed as a finding with respect to the reasonableness of such amor- 
tization charges should such an issue arise in any proceedings affecting the 
rates, charges, practices, rules, regulations, or tariffs of applicant. 
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Order amending supplemental order 
Carolina Power'& Light Company 
(Docket No. IT-5701) 

April 4, 1944 


The Commission, having under consideration the supplemental order entered 
March 1, 1944, in the above entitled matter, and it appearing that: 

(a) Carolina Power & Light Company’s amendment submitted January 17, 
1944, to its revised reclassification and original cost studies filed January 1, 
1944, proposed, among other things, that the $913,214.55 classified in Account 
100.6, electric plant in process of reclassification, representing fees paid to an 
affiliate, Phoenix Utility Company, be disposed of as follows: 

(i) As to the portion of the above item included in the cost of the Water- 
ville licensed project amounting to $436,461.07, such amount is to remain in this 
account pending final decision in the cause entitled Pennsylvania Power & 
Light Company v. Federal Power Commission (139 F. 2d 445, cert. den. 321 
U. S. 798), now pending in the United States Circuit Court of Appeals for the 
Third Circuit. In the event the final determination of said cause is adverse 
to the inclusion of such fees in project costs, the company proposes to transfer 
this amount to Account 258.3, capital reserve for adjustments of plant accounts ; 

“Final decision” as used in this paragraph means the final decision of the 
United States Circuit Court of Appeals for the Third Circuit when the time 
has elapsed during which petition for certiorari may be filed, and no petition 
for certiorari has been filed; or, if petition for certiorari has been filed, when 
such petition has been denied; or if filed and granted, the final decision by the 
Supreme Court of the United States when the period of time within which 
rehearing may be applied for has expired and no petition for rehearing has 
been filed; or if petition for rehearing is filed, when it has finally been disposed 
of; 

(ii) As to the remainder of the above item amounting to $476,753.48, the 
company proposes that such amount remain in this account until the “final 
decision,” as defined below, in any case arising in the United States Circuit 
Court of Appeals for the Fourth Circuit and involving any public utility which 
has capitalized, under similar circumstances, the same character of fees. Upon 
such “final decision” the company proposes to treat such total amount of 
$476,753.48 of fees capitalized in whatever manner may be finally determined 
in such case to be proper ; 

“Final decision” as used in this paragraph in reference to said case shall 
be deemed te mean the final decision of the United States Circuit Court of 
Appeals for the Fourth Circuit in said case when the time has elapsed during 
which petition for certiorari may be filed, and no petition for certiorari has 
been filed; or, if petition for. certiorari has been filed, when such petition has 
been denied; or, if filed and granted, the final decision by the United States 
Supreme Court when the period of time within which rehearing may be applied 
for has expired and no petition for rehearing has been filed, or if petition for 
rehearing is filed, when it has finally been disposed of; or, any decision of 
the United States Supreme Court in any other case involving substantially 
similar issues; 

(iii) Pending such final determinations with respect to these items, the 
company will retain in Account 258.3, capital reserve for adjustments of plant 
accounts, a balance of not less than $913,214.55 to provide for the possible 
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disposition of these items if the final determinations are in either case adverse 
to the inclusion of such fees in plant accounts; 

(6b) Supplemental order of March 1, 1944, supra, p. 542, provided that Caro- 
lina Power & Light Company transfer. the $913,214.55 classified in Account 
100.6 to Account 107, electric plant adjustments, pending final decision in 
Pennsylwania Power & Light Company v. Federal Power Commission, above 
referred to in paragraph (a) (i); 

The Commission finds that: 

(1) Under the circumstances here presented, the supplemental order of the 
Commission entered March 1, 1944, in docket No. IT-5701 should be amended 
as to the manner of disposition of the amount of $913,214.55 classified in Ac- 
count 100.6 representing construction fees paid to an affiliate, Phoenix Utility 
Company ; 

(2) It is reasonable and appropriate for the purposes of the Act that the 
proposed disposition of the $436,461.07 as set forth in the above paragraph 
(a) (i) be approved; provided, that pending final disposition such amount 
is retained in Account 107; 

(3) It is reasonable and appropriate for the purposes of the Act that the 
$476,753.48 referred to in the above paragraph (a) (ii) be retained in Account 
107 pending further order of the Commission ; 

The Commission orders that: 

(A) The manner of. the disposition of the $913,214.55 classified in Account 
100.6, electric plant in the process of reclassification, by Carolina Power & 
Light Company representing construction fees paid to an affiliate, Phoenix 
Utility Company, as ordered in the Commission’s supplemental order entered 
March 1, 1944, in docket No. IT-5701, be and it hereby is amended to provide 
for the disposition thereof as hereinafter set forth ; 

(B) Carolina Power & Light Company transfer $436,461.07 of the amount 
representing Phoenix Utility Company construction fees capitalized to Account 
107, for retention pending disposition as provided in paragraph (a) (i) hereof; 

(C) Carolina Power & Light Company transfer $476,753.48, the remainder of 
the amount representing Phoenix Utility Company construction fees capitalized 
to Account 107 for retention pending further order of the Commission ; 

(D) Carolina Power & Light Company submit within 30 days from date of 
service of. this order certified copies of its entries classifying the $913,214.55 
as provided in paragraphs (B) and (C) of this order. 


Order issuing certificate of public convenience and necessity 
authorizing acquisition and operation of facilities 


The Manufacturers Light and Heat Company 
(Docket No. G-502) 
April 5, 1944 


It appears to the Commission that : 

(a) On October 4, 1943, The,Manufacturers Light and Heat Company (here- 
inafter referred to as “applicant”) filed an application, which was amended 
on October 21 and October 29, 1943, seeking a certificate of public convenience 
and necessity, pursuant to section 7 of the Natural Gas Act, as amended, to 
authorize applicant’ to acquire and operate all the facilities now held and 
operated by William J. Landis and Henry ©. Amsler, surviving trustees 
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for the creditors of the Beaver-Butler Gas Company, Warrendale, Pennsylvania 
(hereinafter referred to as “Trustees” ) ; L. 

(b) This matter was set for public hearing by order dated November 16, 
1943, and appropriate notice thereof was duly given, including publication of 
such order in the Federal Register on November 24, 1943, Volume 8, page 
15915, and transmittal, thereof to the regulatory commissions of Pennsylvania, 
West Virginia, Ohio and New York. Such public hearing was held in Pitts- 
burgh, Pennsylvania, on December 7 and 10, 1943, and no protest to the appli- 
cation has been received ; . 

(c) In 1933 the Beaver-Butler Gas Company, a Pennsylvania corporation 
became insolvent and a receiver was appointed. On June 4, 1934, the receiver 
conveyed the properties to the Trustees. Since 1934 the Trustees have operated 
the Beaver-Butler properties, and, although the number of customers has been 
substantially increased, the operation of the properties has been unprofitable, 
due in part to excessive line losses ranging from 54% to 70% of the total gas 
purchased by the Trustees ; 

(d@) Pursuant to an agreement dated February 7, 1941, applicant proposes 
to acquire the facilities now held and operated by the Trustees. Such facilities 
include approximately 51 miles of field and transmission lines and appurtenant 
facilities, all of which are located in Beaver, Butler and Allegheny Counties, 
Pennsylvania, as more fully described in the application. These facilities are 
used in supplying gas to approximately 530 domestic and commercial con- 
sumers in the aforesaid counties ; 

(e) Applicant now supplies a substantial portion of the Trustees’ natural 
gas requirements through a connection at Knob, New Sewickley Township in 
Beaver County, Pennsylvania. Applicant proposes to continue the service 
heretofore rendered by the Trustees at applicant’s existing retail rates in 
effect for similar service in the same general area ; 

({) Applicant, in accordance with the aforesaid agreement of February 7, 
1941, proposes to pay the Trustees $25,000 in cash for the properties to be 
acquired. Such sum is to be paid from applicant’s current funds; 

(g) Upon approval of its application in this proceeding, applicant proposes 
to rehabilitate the facilities by the expenditure of approximately $10,000, in 
addition to the purchase price, and thereby reduce or eliminate the excessive 
line losses and render the operation of the facilities more safe and efficient; 

(h) Applicant is financially able to acquire and operate the facilities as 
proposed, and its natural gas supply is adequate to meet the requirements 
resulting from the operation of such facilities ; 

(i) The Supreme Court of Pennsylvania, in Landis v. Manufacturers Light 
& Heat Co., 347 Pa. 73, 31 A. 2d 517 (1943), affirmed a decree of the Court of 
Common Pleas of Beaver County, Pennsylvania, in favor of the Trustees 
ordering specific performance of the February 7, 1941, contract for the pur- 
chase of these facilities by the applicant. On October 11, 1943, the Pennsyl- 
vania Public Utility Commission approved the sale by the Trustees, and the 
purchase by the applicant, of the facilities here involved ; 

The Commission, having considered the application and the record thereon 
with respect to the matters involved and the issues presented, finds that: | 

(1) Applicant is a corporation organized and existing under the laws of 
Pennsylvania, also authorized to do business in the States of Ohio and West 
Virginia, and having its principal place of business in Pittsburgh, Pennsyl- 
vania ; 

(2) Applicant owns and operates, among other facilities, an integrated 
natural-gas transmission pipeline system located in Pennsylvania, northern 
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West Virginia and eastern Ohio by means of which applicant transports 
natural gas from the States in which the gas is produced or purchased through 
or into other States and sells such gas for resale for ultimate public consump- 
tion for domestic, commercial, industrial or other use in the States of West 
Virginia, Ohio, Pennsylvania, Maryland and New York; 

(3) Applicant, being engaged in the transportation and sale of natural gas 
in interstate commerce for resale for ultimate public consumption, is a natural- 
gas company within the meaning of the Natural Gas Act; 

(4) The property to be acquired by applicant includes facilities which are 
and will be used for the transportation in interstate commerce of natural gas, 
subject to the jurisdiction of the commission, as integral parts of applicant's 
existing pipeline system, and the proposed acquisition and operation thereof 
by applicant are subject to the requirements of section 7(c) of the Natural 
Gas Act, as amended ; 

(5) Applicant is able and willing properly to do the acts and perform the 
service proposed and to conform to the provisions of the Natural Gas Act, as 
amended, and the requirements, rules and regulations of the Commission 
thereunder ; 

(6) The proposed acquisition and operation by applicant are and will be 
required by the present and future public convenience and necessity, and a 
certificate therefor should be granted as hereinafter ordered and conditioned ; 

Wherefore, the Commission orders that: 

(A) A certificate of public convenience and necessity be and it is hereby 
issued authorizing applicant to acquire and operate the facilities referred to 
in paragraph (d), above, and more fully set forth in its application, for the 
transportation of natural gas therein described, subject to the jurisdiction of 
the Commission, upon the terms and conditions of this order ; 

(B) This certificate is conditioned upon the proposed acquisition of fa- 
cilities being consummated within 90 days after the date of this order; 

(C) Applicant shall report to the Commission under oath, within ten days 
after the acquisition of the facilities, the-fact of such acquisition and the 
terms and conditions thereof, and within six months from the date of con- 
summation of the proposed acquisition shall file the appropriate accounting 
entries as required by the provisions of the Uniform System of Accounts for 
Natural Gas Companies ; 

(D) This certificate shall not be transferable and is without prejudice to 
the authority of this Commission or any other regulatory body with respect 
to rates, service, accounts, valuation, estimate or determination of cost, or any 
other matter whatsoever now pending or which may come before this Commis- 
sion or other regulatory body, and nothing herein shall be construed as an 
acquiescence by this Commission in any estimate or determination of cost or 
any valuation of property claimed or asserted ; 

(E) Nothing herein is to be construed as affecting in any manner the deter- 
mination of the service area of applicant under section 7 (f) of the Natural 
Gas Act; 

(F) This certificate shall be effective as long as applicant continues the 
operations hereby authorized in accordance with the provisions of the Natural 

“ Gas Act, as amended, and any pertinent rules, regulations, or orders hereto- 
fore or hereafter issued by the Commission ; 

(G) Appropriate evidence of the issuance of this certificate shall be fur- 
nished to applicant. 
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Order issuing certificate of public convenience and necessity 
Lone Star Gas Company 
(Docket No. G-442) 
April 11, 1944 


It appears to the Commission that: 

(a) Lone Star Gas Company (applicant), incorporated December 11, 1942, 
under the laws of Texas, filed an application and an amendment thereto on 
February 22, 1948, and April 17, 1943, respectively, pursuant to section 7 of 
the Natural Gas Act, as amended, seeking the assignment to it of the certifi- 
cate of public convenience and necessity heretofore issued under the “grand- 
father clause” by order adopted November 24, 1942, in docket No. G—278, to its 
predecessor in interest, Lone Star Gas Company, incorporated under the laws 
of the State of Texas on June 4, 1909 (hereinafter referred to as the “old 
Lone Star”), or in the alternative, the issuance to applicant of a certificate 
of public convenience and necessity authorizing the acquisition and operation 
of all the natural gas pipe lines and appurtenant facilities, subject to the 
jurisdiction of the Commission, which it acquired as of January 1, 1943, from 
the old Lone Star; 

(b) This matter was set for public hearing by order dated September 30, 
1943, and appropriate notice thereof was duly given, including publication of 
such order in the Federal Register October 6, 1943, Vol. 8, at page 18681, and 
transmission thereof by registered mail to the Governors and regulatory com- 
missions of the States of Texas and Oklahoma ; 

(c) A public hearing in this proceeding was held at Fort Worth, Texas, 
commencing October 21, 1943, and concluding on October 23, 1943, and no 
protest to the application has been received ; 

(d) The facilities of applicant subject to the jurisdiction of the Commis- 
sion referred to in paragraph (@) above, which it acquired from old Lone 
Star, are situated in the States of Texas and Oklahoma and consist principally 
of interconnected transmission pipe lines, compressor stations and appurtenant 
facilities, used for the transportation of natural gas in interstate commerce 
from several producing fields in Texas and Oklahoma, and for the sale of 
natural gas in interstate commerce for resale, all of which are more fully 
described in the application and exhibits; : 

(e) Pursuant to a plan of reorganization, Lone Star Corporation, a regis- 
tered holding company, and its subsidiaries, old Lone Star, The Dallas Gas 
Company, Texas Cities Gas Company, Community Natural Gas Company and 
Lone Star Gasoline Company, on December 31, 1942, transferred, effective 
January 1, 1943, to applicant substantially all of their property and assets’ 
including those referred to in paragraphs (a) and (d) above. In consideration 
thereof, applicant issued to Lone Star Gas Corporation 5,499,000 shares of its 
capital stock having a par value of $10 each, and in addition, assumed all of 
the liabilities of Lone Star Gas Corporation and its aforementioned subsidi- 
aries, except capital stock. Applicant, on December 31, 1942, transferred, ef- 
fective January 1, 1943, to Lone Star Producing Company all of the oil and 
gas producing properties, gathering lines, gasoline plants, and related assets 
formerly owned by subsidiaries of Lone Star Gas Corporation, in considera- 


1Excepted were the stock and securities of Northwest Cities Gas Company, Council 
Bluffs Gas Company and Northern Natural Gas Company owned by Lone Star Gas Cor- 
poration. 





566 FEDERAL POWER COMMISSION 


tion for which Lone Star Producing Company issued all of its capital stock, 
consisting of 85,000 shares of common stock, having a par value of $100 each, 
to applicant ; 

(f) The Securities‘and Exchange Commission, acting pursuant to the Public 
Utility Holding Company Act of 1935, and particularly section 11 (b), by its 
opinion and order dated October 22, 1942, and supplemental and amendatory 
order of March 22, 1948, In the Matter of Lone Star Gas Corporation et al., 
file No. 5446 (Holding Company Act Release Nos. 3865 and 4192), approved 
the plan whereby the applicant acquired all of the properties of the old Lone 
Star and other predecessors in interest, referred to in paragraph (e) above; 

(g) Applicant proposes to continue in effect its present rates to its cus- 
tomers which are in conformance with the Commission’s order adopted May 
4, 1942, In the Matter of Lone Star Gas Company, docket No. G—209, and 
City of Dallas, Texas y. Lone Star Gas Company, docket No, G—208, 3 F. P. C. 
695 ; 

(h) Applicant’s proposed operation of the facilities acquired will result in 
savings in taxes, simplification of accounting and corporate records, and as- 
sure proper maintenance of service to its customers ; 

(i) Applicant’s natural gas supply is purchased from its wholly-owned sub- 
sidiary, Lone Star Producing Company, and from non-affiliated oil and gas 
producers; the estimated natural gas reserves connected and available to 
applicant’s system, as of January 1, 1943, were approximately 875 billion 
cubic feet or approximately 15 times the applicant’s gas requirements in 1942, 
and are adequate to meet the requirements resulting from the proposed opera- 
tion of the facilities ; 

(j) Authorization of the proposed operation of the facilities referred to in 
paragraph (d) above is necessary for the continuance of adequate natural 
gas service to over 300,000 gas consumers presently served by applicant's 
system ; 

The Commission, having considered the application and the record thereon 
with respect to the matters and issues presented, finds that: 

(1) Applicant is a corporation organized and existing under the laws of 
Texas, authorized to do business in the States of Texas and Oklahoma, and 
having its principal place of business in Dallas, Texas; 

(2) Among other facilities and operations, applicant owns and operates a 
natural-gas transmission pipe line system located in the States of Texas and 
Oklahoma, and is engaged in purchasing natural gas produced in the natural- 
gas fields of the aforementioned states, and in the transportation and sale for 
resale of natural gas in interstate commerce ; 

(3) Applicant, being engaged in the transportation and sale for resale of 
natural gas in interstate commerce, is a “natural-gas company” within the 
meaning of the Natural Gas Act; 

(4) The facilities referred to in paragraphs (a) and (d), above, are and 
will be used for the transportation and sale of natural gas subject to the 
jurisdiction of the Commission, and the acquisition and operation thereof as 
described in the application are subject to the requirements of subsections (c) 
and (e) of section 7 of the Natural Gas Act, as amended ; y 

(5) Applicant is able and willing properly to do the acts and perform the 
service proposed and to conform to the provisions of the Natural Gas Act, as 


amended, and the requirements, rules and regulations of the Commission 
thereunder ; 
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(6) The proposed operation of the facilities by applicant is and will be re- 
quired by the present and future publie convenience and necessity and a cer- 
tifieate therefor should be granted as hereinafter ordered ; 

The Commission orders that: 

(A) A certificate of public convenience and necessity be and it is hereby 
issued authorizing applicant to operate the facilities referred to in paragraphs 
(a) and (d), above, for the transportation and sale of natural gas for resale 
as described in its application, subject to the jurisdiction of the Commission 
upon the terms and conditions of this order ; 

(B) This certificate shall not be transferable and is without prejudice to 
the authority of this Commission or any other regulatory body with respect 
to rates, service, accounts, valuation, estimate or determination of cost, or any 
other matters whatsoever now pending or which may come before this Com- 
mission or other regulatory body, and nothing herein shall be construed as an 
acquiescence by this Commission in any estimate or determination of cost or 
any valuation of property claimed or asserted by the applicant ; 

(C) Nothing herein is to be construed as affecting in any manner the deter- 
mination of the service area of applicant under section 7(f) of the Natural 
Gas Act; 

(D) This certificate shall be effective as long as applicant continues the 
operations herein authorized in accordance with the provisions of the Natural 
Gas Act, as amended, and any pertinent rules, regulations or orders hereto- 
fore or hereafter issued by the Commission ; 

(E) Applicant shall file appropriate accounting entries recording the acqui- 
sition of the properties of its predecessors in interest, above referred to, in 
conformity with the provisions of the Uniform System of Accounts Prescribed 
for Natural Gas Companies ; 

(F) The Commission’s order of November 24, 1942, issuing a certificate of 
public convenience and necessity to applicant’s predecessor, old Lone Star, Jn 
the Matter of Lone Star Gas Company, docket No. G-278, is hereby vacated, 
and the document evidencing the issue of such certificate shall be returned 
forthwith to the Commission for cancellation ; 

(G) Appropriate evidence of the issuance of this certificate shall be furn- 
ished to applicant ; 

(H) The application, insofar as it seeks the assignment to applicant of the 
certificate of public convenience and necessity heretofore issued under the 
“grandfather clause” of section 7(c) by order adopted November 24, 1942, in 
docket No. G-—278, to its predecessor, old Lone Star, be and the same is hereby 
dismissed. 


Order issuing certificate of public convenience and necessity 
El Paso Natural Gas Company 
(Docket Nos. G-474, G-475) 
April 11, 1944 


It appears to the Commission that: 

(a) On June 14, 1943, El Paso Natural Gas Company (“applicant”) filed 
applications in docket Nos. G-474 and G—475, respectively for certificates of 
public convenience and necessity pursuant to section 7 of the Natural Gas 
Act, as amended, for authorization to acquire and’ operate all of the natural- 
gas transmission lines and other appurtenant facilities of its wholly-owned 
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subsidiary, Fort Huachuca Gas Company (hereinafter sometimes referred to 
as “Huachuca”), and certain natural-gas transmission lines of its wholly-owned 
subsidiary, El] Paso Gas Transportation Corporation (hereinafter sometimes 
referred to as “Transportation Corporation”) ; 

(b) The above-docketed matters were consolidated and set for public hear- 
ing by order dated September 30, 1943, and appropriate notice was duly given, 
including publication of such order in the Federal Register, on October 6, 
1943 (Volume 8, page 13,681) and transmission thereof by registered mail to 
the Governors and regulatory Commissions of the States of Texas, Arizona 
and New Mexico. Such public hearing was held on October 25, 1948, in Fort 
Worth, Texas, and no protest to the applications has been received ; 

(c) Applicant seeks authorization to acquire and operate the following 
described natural-gas facilities: 

(1) Properties of Huachuca (docket No. G-474)—A 41-inch pipe line 21.7 
miles in length, extending from a point on applicant’s 10%-inch main lime located 
in the Southwest quarter of Section 19, Township 18 South, Range 21 East, 
Cochise County, Arizona, in a southwesterly direction to a point on the Fort 
Huachuca Military Reservation; and a 6%-inch pipe line 20.5 miles in length 
running parallel to the 414-inch pipe line above referred to, extending from 
approximately the same point to a point on the Fort Huachuca Military Reser- 
vation ; 

(2) Properties of Transportation Corporation (docket No. G-—475).—A 16- 
inch pipe line 1.49 miles in length extending from a meter station located 185 
feet west of the west corporate limits of the City of El Paso, Texas; a 12%- 
inch pipe line 1.95 miles in length extending from the end of the said 16-inch 
pipe line to El Paso Electric Company’s Rio Grande power station in Dona Ana 
County, New Mexico; an 85-inch branch pipe line 0.18 mile in length extending 
from said 16-inch pipe line and serving the American Smelting and Refining 
Company; an 85-inch branch pipe line 0.21 mile in length extending from 
said 16-inch pipe line and serving the Southwestern Portland Cement Company ; 
a 4%4-inch branch pipe line 0.26 mile in length extending from said 16-inch pipe 
line and serving the El Paso Brick Company; a 2%-inch pipe line 0.89 mile in 
length, extending from the above 12%-inch pipe line and serving the Lea 
County Gas Company; and other appurtenant facilities located in El Paso 
County, Texas, and Dona Ana County, New Mexico; 

(d) On May 22, 1942, applicant acquired all of the properties and assets of 
Huachuca, including the properties referred to in sub-paragraph (1) of para- 
graph (c), above, for and in consideration of the transfer by the applicant of 
all of the capital stock of Huachuca to the latter company for cancellation, 
the assumption by applicant of all the liabilities of Huachuca and cancellation 
of an open account indebtedness owed by Huachuca to the applicant in the 
aggregate sum of $102,955.44, plus accrued interest. On the same date the ap- 
plicant acquired from Transportation Corporation-the properties referred to in 
sub-paragraph (2) of paragraph (c), above, for and in consideration of $45,- 
770.26; payment was made by reducing Transportation Corporation’s indebted- 
ness to the applicant in such amount ; 

(e) The facilities which applicant acquired from its subsidiaries, Huachuca 
and Transportation Corporation, had been formerly operated by such sub- 
sidiaries for the transportation and sale for resale in interstate commerce of 
natural gas. Applicant proposes to continue the operation of such facilities 
in the same manner as previously conducted by its subsidiaries ; 

(f) Applicant proposes to continue in effect its present rates to its cus- 
tomers, and no increase in rates is contemplated by reason of the acquisition 
and operation by applicant ; 
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(g) Applicant’s natural-gas supply in Lea County Field, New Mexico, is ade- 
quate to meet the requirements resulting from the proposed operation of the 
facilities ; 

(hk) Applicant’s proposed operation of the natural-gas facilities above re- 
ferred to will result in the simplification of operation ; 

(i) The operation of the facilities, described in paragraph (c) above, is 
required for the continuance of adequate natural-gas service to the consumers 
presently served by the transmission pipe lines acquired from Huachuca and 
Transportation Corporation ; 

The Commission, having considered the application and the record thereon 
with respect to the matters involved and the issues presented, finds that: 

(1) Applicant is a corporation organized and existing under the laws of 
Delaware, authorized to do business in the States of Texas, Arizona, and New 
Mexico, and having its principal place of business in E] Paso, Texas; 

(2) Applicant owns and operates, among other facilities, an integrated 
natural-gas pipe line system in Texas, Arizona, and New Mexico, and is en- 
gaged in the purchase, transportation and sale of natural gas in those states. 
Among other operations, applicant purchases natural gas in New Mexico and 
transports such gas through its transmission mains extending from Lea County, 
New Mexico, through Texas, New Mexico and Arizona, respectively, and de- 
livers and sells the same for resale for ultimate public consumption for do- 
mestic, commercial, industrial and other use in such states ; 

(3) Applicant is engaged in the transportation and sale of natural gas in 
interstate commerce for resale for ultimate public consumption and is, there- 
fore, a “natural-gas company” within the meaning of the Natural Gas Act, as 
heretofore found by the Commission in its order adopted January 11, 1944, 
In the Matter of El Paso Natural Gas Company, docket No. G—288, supra, 
p. 486; 

(4) The facilities referred to in paragraph (c) above are and will be used 
in the transportation and sale of natural gas, subject to the jurisdiction of the 
Commission, as integral parts of applicant’s existing pipe line system, and the 
acquisition and operation by applicant are subject to the requirements of sub- 
sections (c) and (e) of section 7 of the Natural Gas Act, as amended; 

(5) Applicant is able and willing properly to do the acts and perform the 
service proposed and to conform to the provisions of the Natural Gas Act, as 
amended, and the requirements, rules and regulations of the Commission 
thereunder ; 

(6) The proposed operation of the above-referred to natural-gas facilities 
by applicant is and will be required by the present and future public conven- 
jience and necessity, and a certificate therefor should be granted as hereinafter 
ordered ; 

The Commission orders that: 

(A) A certificate of public convenience and necessity be and it is hereby 
issued authorizing applicant to operate the facilities referred to in paragraph 
(c) above and more fully set forth in its applications, for the transportation 
and sale of natural gas for resale therein described, subject to the jurisdiction 
of the Commission, upon the terms and conditions of this order ; 

(B) This certificate shall not be transferable and is without prejudice to 
the authority of this Commission or any other regulatory body with respect to 
rates, service, accounts, valuation, estimate or determination of cost, or any 
other matters whatsoever now pending or which may come before this Com- 
mission or other regulatory body, and nothing herein shall be construed as 
an acquiescence by this Commission in any estimate or determination of cost 
or any valuation of property claimed or asserted by the applicant ; 
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(C) Nothing herein is to be construed as affecting in any manner the deter- 
mination of the service area of applicant under section 7(f) of the Natural 
Gas Act; 

(D) This certificate shall be effective as long as applicant continues the 
operations herein authorized in accordance with the provisions of the Natural 
Gas Act, as amended, and any pertinent rules, regulations or orders heretofore 
or hereafter issued by the Commission ; 

(BE) This authorization shall become effective upon the withdrawal of the 
application filed by the Fort Huachuca Gas Company in docket No. G—286 for 
a certificate of public convenience and necessity under the “grandfather” pro- 
viso of section 7(c) of the Natural Gas Act, as amended; 

(F) Appropriate evidence of the issuance of this certificate shall be fur- 
pished to applicant. 


Order approving disposition of amounts classified in accounts 100.5, plant 
acquisition adjustments, and 107, plant adjustments 


Northern Indiana Public Service Company 
(Docket No. IT-5838) 
April 11, 1944 


It appearing to the Commission that: 

(a) On June 29, 1940, Northern Indiana Public Service Company (herein- 
after sometimes referred to as “Northern Indiana’’) filed its reclassification 
and original cost studies of electric plant pursuant to the requirements of 
electric plant accounts instruction 2-D of the Commission's Uniform System 
of Accounts prescribed for public utilities and licensees and the Commission's 
order of May 11, 1937, pertaining thereto ; 

(b) On August 20, 1941, Northern Indiana filed supplemental reclassification 
and original cost studies relating to its gas plant pursuant to the requirements 
of gas plant accounts instruction 2—-D of the Commission’s Uniform System of 
Accounts for natural gas companies and the Commission's order No. 73 per- 
taining thereto; 

(c) The staff of this Commission, in collaboration with the staff of the 
Public Service Commission of the State of Indiana, made a field examination 
of Northern Indiana‘’s studies and submitted a report to this Commission, 
entitled “Northern Indiana Public Service Company, Hammond, Indiana, 
Report on the Reclassification and Original Cost Studies of Electric and Gas 
Plant as of January 1, 1937”; 

(d) The report of the staff of this Commission was served on Northern 
Indiana with the request that the accounting adjustments proposed by the 
staff therein be made, copies of the adjusting entries be submitted, and North- 
ern Indiana submit plans for the disposition of the amounts classified by the 
staff in Accounts 100.5 and 107; 

(e) Subsequently on July 20, 1943, the Commission issued its order direct- 
ing Northern Indiana to show cause why the Commission should not require 
it to make the adjustments and dispose of the excess amounts over original cost 
as proposed by the staff; 

(f) On September 20, 1943, Northern Indiana filed its response to the Com- 
mission’s order to show cause submitting therewith further information and 
requested a conference with respect to the adjustments ; 
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(g) As a result, several conferences were held between representatives of 
Northern Indiana and the Commission’s staff ; ~* 

(h) On December 22, 1943, Northern Indiana filed revised original cost 
statements amending its reclassification and original cost studies including 
plans for disposition of the adjustments, which revised studies have been re- 
viewed by the staff and found acceptable’ ; 

(i) Northern Indiana in its revised studies classified a total of $1,042,800.18 
representing the excess of acquisition cost of acquired properties over their 
original cost, in Account 100.5, plant acquisition adjustments, consisting of: 
$125,979.82 as applicable to electric plant; $915,676.64 as applicable to gas 
plant ; and $1,143.72 as applicable to water plant; 

(j) Northern Indiana in its revised studies classified a total of $8,455,526.46 
in Account 107, plant adjustments, consisting of: $3,120,177.27 as applicable 
to electric plant; $4,879,408.79 as applicable to gas plant; ($1,489.69) credit 
as applicable to water plant; and $457,430.09 as applicable to common plant, 
comprising the following items: 





Particulars Total 


Excess over actual cost arising through the purchase of property from 





associated COMPARES + oceans aen—saedo brennan $6,850,122.22 
Capital stock expense of Northern Indiana Publit Service Company —-_-_ 136,980.85 
Reversal of write-up due to appraisal of property which was credited 

to retirement SGR8SVO .<.0capadiecat artintindtraceddabcaednehaieeedl 12,664.37 
Adjustments for erroneous or unrecorded retirements ~._.....-...-~- 594,340.09 
Estimated value of property donated by the town of St. John, Indiana (7,589.84) 
Recorded value of power sales contracts + .....-.---.---..----.. 245,336.29 
New business expenses ~..- ~~~ Since ldeadkcieh dng Pe epillie calidad a cpeomigeid ia 142,959.82 
Intercompany profit in purchase of real estate_....__....____..-_-_- 251,911.69 
Capital stock expense of Northern Indiana Gas and Electric Company, 

GB PPORMCCORIAE cecederepenrse teak tsi niaba baits atta is tte 108,959.91 
Organization expenses of Northern Indiana Gas and Electric Com- | 

pany, 2 PROGNCONSOE voces a ek i cl ee 42,029.56 
Bond discount and expense in connection with bonds retired 37,125.47 
Operating expenses capitalized  ._........-------__ i 26,500.00 
Interest on improvement assessments ~~... .....~-..---.-.. uu | 8,278.98 
Undivided profits adjustment, representing rebates, allowances, etc., 

charged to plant Guring T9190 ...dncecnnencc cs dein Sa 6,816.61 
Correction of accoutin® GrieG® wick. soc B ccna siinnbb eee (909.56) 





Total Account 107, plant adjustments__.._.............____- 8,455,526.46 


(k) Northern Indiana during the period of January 1, 1987, the date of its 
studies, to Séptember 30, 1948, has disposed of 164,346.80 of the amount 
classified in Account 100.5 and $1,016,305.47 of the amount classified in Ac- 
count 107, leaving the remaining amounts of $878,453.38 in Account 100.5 and 
$7,439,220.99 in Account 107 for disposition ; 

(1) Northern Indiana proposes to dispose of the $878,453.38 remaining in 
Account 100.5 by amortizing this amount over a period of not more than 15 
years beginning with December 1948 by minimum monthly charges for each 
and every month of $4,880.30 to Account 505, amortization of utility plant ac- 
quisition adjustments, with corresponding credits to Account 252, reserve for 
amortization of utility plant acquisition adjustments, with the right to ac- 
celerate the amortization in excess of the minimum monthly requirements; 

(m) Northern Indiana proposes within 90 days hereof to dispose of $7,439,- 
220.99 remaining in Account 107 as follows: 


1 Northern Indiana’s studies include adjustments to water utility plant which were not 
included in the staff’s adjustments. 
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To Account 151, capital stock expense 

To Account 250, reserve for depreciation 

To Account 258.2, reserve for contingencies 

To Account 265, contributions in aid of construction 
To Account 270, capital surplus 

To Account 271, earned surplus 


The Commission finds that: 

Under the circumstances here presented, the proposed disposition of $878,- 
453.38 classified in Account 100.5, provided the monthly amortization is made 
by charges to Account 537, miscellaneous amortization, instead of Account 505, 
and the proposed disposition of $7,439,220.99 classified in Account 107 as de- 


scribed in paragraphs (1) and (m) are reasonable and appropriate for the pur- 
poses of the Act; 

The Commission orders that: 

(A) Northern Indiana dispose of the amount of $878,453.38 classified in Ac- 
count 100.5, plant acquisition adjustments, as proposed in the above paragraph 
(1), with the amortization charges to be made to Account 537, miscellaneous 
amortization ; 

(B) Northern Indiana dispose of the amount of $7,439,220.99 classified in 
Account 107, plant adjustments, as proposed in the above paragraph (m) ; 

(C) Northern Indiana submit, within 120 days from the date of this order, 
certified copies of the entries giving effect to the disposition of the amount 
classified in Account 107 as herein approved and directed and shall submit 
certified copies of the annual amortization entries required herein within 30 
days after the close of the year in which such entries are to be made; 

(D) The provisions of this order are not to be construed as dispensing with 
the necessity of full compliance with the requirements of the Public Utility 
Holding Company Act of 1935 and the rules, regulations and orders issued by the 
Securities and Exchange Commission. 


Order issuing certificate of public convenience and necessity 
Kansas-Nebraska Natural Gas Company, Inc. 
(Docket No. G-525) 

April 15, 1944 


Upon consideration of the application and an “amendatory application” filed 
by Kansas-Nebraska Natural Gas Company, Inc. for a certificate of public 
convenience and necessity pursuant to section 7(c) of the Natural Gas Act, 
as amended, as follows: 

(i) Application filed February 10, 1944, for authorization to construct and 
operate (1) an 18-inch O.D. natural-gas pipe line approximately 44 miles in 
length from a point in Kearny County, Kansas, to the applicant’s Scott City 
compressor station approximately 4 miles west of Scott City in Scott County, 
Kansas; (2) a 12%-inch O.D. natural-gas transmission pipe line approximately 
115 miles in length from the said Scott City, Kansas, compressor station to the 
applicant’s present Stockton compressor station west of Stockton in Rooks 
County, Kansas; (3) an 8%-inch O.D. natural-gas transmission pipe line ap- 
proximately 15 miles in length extending in a northerly direction from the ap- 
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plicant’s Stockton, Kansas, compressor station paralleling an existing 65¢-inch 
O.D. natural-gas transmission pipe line of the applicant; (4) necessary and 
proper appurtenances, appliances and equipment for the said gas transmission 
lines; (5) 4 additional 500 horse-power compressor units in the applicant’s pres- 
ent compressor stations; and (6) additions to the applicant’s dehydrating plant 
situated at its present Scott City, Kansas, compressor station ; 

(ii) An “amendatory application” filed March 31, 1944, (1) changing the 
stated length of the proposed 18-inch O.D. pipe line to 41 miles after remea- 
surement; (2) reducing the length of the proposed 12%-inch O.D. natural-gas 
pipe line to approximately 100 miles by terminating the said pipe line at a 
point approximately 15 miles southwest of the applicant’s Stockton, Kansas, 
compressor station; (3) eliminating the proposal of an 8%-inch O.D. natural- 
gas pipe line to extend northerly from the applicant’s Stockton, Kansas, com- 
pressor station and requesting authorization for the construction of an 85-inch 
O.D. natural-gas pipe line extending from a point 15 miles southwest of the 
applicant’s Stockton, Kansas, compressor station to such compressor station ; 
and (4) fixing the applicant’s Scott City, Kansas, compressor station as the 
location of the 4 proposed additional compressor units; and 

It appearing to the Commission that: 

(a) The matter of the construction and operation of the additional facilities 
proposed by the application filed February 10, 1944, was set for public hearing 
by order dated March 7, 1944, and appropriate notice thereof was duly given 
including publication in the Federal Register on March 10, 1944, and notice to 
the State Corporation Commission of Kansas and the Nebraska State Railway 
Commission ; 

(b) The said public hearing was duly held at Washington, D. C., on April 4 
and April 5, 1944, at which time no objection was made to the proposed amend- 
ment of the application or to the granting of the certificate of convenience and 
necessity as requested by the application as proposed to be amended, the said 
proposed amendments to the original application were allowed by the Trial 
Examiner subject to the Commission’s approval and evidence was received upon 
the application as thus amended ; 

(c) Applicant proposes to continue in effect the present rates to its customers, 
and no increase in rates is contemplated by reason of the proposed construc- 
tion of the facilities hereinabove described ; 

The Commission, having considered the application, as amended, and the 
record thereon with respect to the matters involved and the issues presented, 
finds that: 

(1) The amendatory application filed by the applicant March 31, 1944, does 
not alter the description of the facilities for which a certificate of convenience 
and necessity has been requested substantially or in such a way as to require 
further notice, and such amendatory application was correctly allowed; 

(2) Applicant, a Kansas corporation authorized to do business in the States 
of Kansas and Nebraska, owns and operates, among other facilities, an inte- 
grated natural-gas transmission pipe-line system located in Kansas and Nebraska 
by means of which applicant transports natural gas from Kansas into Nebraska 
and, among other operations, sells such gas for resale for ultimate public con- 
sumption for domestic, commercial, industrial or other use in Nebraska ; 

(3) Applicant, being engaged in the transportation and sale for resale of 
natural gas in interstate commerce for ultimate public consumption, is a natural 
gas company within the meaning of the Natural Gas Act, as heretofore found 
by the Commission by order entered April 6, 1943, In the Matter of Kansas- 
Nebraska Natural Gas Company, Inc., docket No. G-259, 3 F. P. C. 966; 
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(4) The facilities proposed to be constructed and operated by applicant, as 
hereinabove described, will be used in the transportation and sale of natural 
gas, subject to the jurisdiction of the Commission, as integral parts of appli- 
ecant’s existing pipeline system, and such proposed construction and operation 
by applicant are subject to the requirements of subsections (c) and (e) of sec- 
tion 7 of the Natural Gas. Act, as amended ; 

(5) Applicant’s natural gas supply under lease and gas purchase contracts 
appears to be adequate to meet the requirements resulting from the proposed 
operation of the facilities hereinabove described ; 

(6) Applicant has received the requisite authority from the War Production 
Board for the use of the necessary critical materials for the construction of the 
proposed additional facilities ; é 

(7) Applicant is financially able to construct and operate the proposed addi- 
tional facilities ; 

(8) Applicant has received from the State Corporation Commission of Kansas 
authority for the issuance of securities for such portion of the cost of the pro- 
posed construction as cannot be supplied from current funds ; 

(9) Applicant is able and willing properly to do the acts and perform the 
services proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations of the Commission thereunder ; 

(10) The proposed construction and operation of the additional facilities 
described in the application, as amended, are and will be required by the pres- 
ent and future public convenience and necessity and a certificate therefor should 
be granted as hereinafter ordered and conditioned ; 

The Commission therefore orders that: 

(A) A certificate of public convenience and necessity be and it is hereby 
issued authorizing Kansas-Nebraska Natural Gas Company, Ine. to construct 
and operate the facilities hereinabove referred to and more fully set forth in 
its application, as amended, for the transportation and sale of natural gas 
therein described, subject to the jurisdiction of the Commission, upon the terms 
and conditions of this order ; 

(B) This certificate shall not be transferable and is without prejudice to 
the authority of this Commission or any other regulatory body with respect to 
rates, service, accounts, valuation, estimate or determination of cost, or any 
other matter whatsoever now pending or which may come before this Commis- 
sion or other regulatory body, and nothing herein shall be construed as an 
acquiescence by this Commission in any estimate or determination of cost or 
any valuation of property claimed or asserted ; 

(C) Nothing herein is to be construed as affecting in any manner the deter- 
mination of the applicant’s service area under section 7(f) of the Natural Gas 
Act; , 

(D) This certificate shall be effective as long as the applicant conducts the 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act and any pertinent rules, regulations or orders heretofore or hereafter 
issued by the Commission ; 

(E) Applicant shall commence the construction of the facilities herein au- 
thorized before June 1, 1944, and shall complete such construction not later 
than December 31, 1944; 

(F) Applicant shall report to the Commission in writing, under oath, the 
dates on which construction of the facilities herein authorized was commenced 
and completed and the dates such facilities were put into operation; 

(G) Appropriate evidence of the issuance of this certificate shall be furnished 
to the applicant. 
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Order directing accounting entries, disposition of amounts classified in 
Account 107, electric plant adjustments, and &ubmission of additional studies 


Mississippi River Power Company 
(Docket No. IT-5695) 
April 18, 1944 


It appearing to the Commission that: 

(a) On July 31, 1939, Mississippi River Power Company (hereinafter some- 
times referred to as “Power Company”), a North American Company subsid- 
iary, filed its reclassification and original cost studies with this Commission, 
pursuant to the Uniform System of Accounts Prescribed for Public Utilities 
and Licensees, and the Commission’s order of May 11, 1937, pertaining thereto ; 

(b) A field examination was made of Power Company’s studies by the staff 
of the Commission with the collaboration of the staff of the Illinois Commerce 
Commission ; 

(c) As a result of the field examination, the staff submitted to the Com- 
mission a report on Power Company's studies refiecting the staff's recommen- 
dations, which were concurred in by the staff of the Illinois Commission ; 

(d) On June 17, 1941, (2 F. P. C. 982), the Commission entered an order 
directing Power Company to show cause why the recommendations of the 
staff should not be adopted, which was served upon the company, together 
with the staff’s report ; 

(e) On October 15, 1941, Power Company filed its response to the order to 
show cause; 

(f) Thereafter, pursuant to a further order of the Commission, dated Feb- 
ruary 3, 1942, 3 F. P. C. 640, to show cause, the matter came on for hearing 
on April 20, 1942, and concluded on April 30, 1942; briefs were filed and oral 
argument heard on September 10, 1942; 

(g) Subsequently, at the request of Power Company, conferences were held 
between its representatives and the staffs of this Commission and the Lllinois 
Commerce Commission ; 

(h) As a result of these conferences an agreement. was reached subject to 
the Commission’s approval, that as of January 1, 1937, a total of $21,145,116.15 
should be classified in Account 107, electric plant adjustments; $165,087.19 
classified in Account 110, other physical property, as representing land and 
land rights owned but not used in utility service and not properly includible 
in Accounts 100.4 or 108; and $2,419.90 classified in Account 100.2, electric 
plant leased to others, as representing a transmission line owned and leased 
to. Illinois Power & Light Corporation ; 

(i) By letter dated February 12, 1944, Power Company proposes and re- 
quests Commission’s approval to the disposition of the amount of $21,145,- 
116.15, properly classifiable in Account 107, as follows: 


Description of items and proposed adjustments Amount 
To Account 140, unamortized debt discount and expense, repre- 

senting amounts relating to the unexpired life of company’s 

DO Oe SEE Ey OS net cat tea nans $626,148.09 
To Account 150, discount on capital stock, representing the dis- 

count on company’s preferred stock based upon sub-under- 

writers’ agreement and offer to the public of such stock______ 1,200,000.00 
To Account 151, capital stock expense, representing expenses 
relating to issuance of company’s capital stock_._.__.___._______ 770,870.46 
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To Account 250, reserve for depreciation, representing : 
An estimated amount included therein applicable 
to the write-ups of electric plant ~----------~ $800,000.00 
Unrecorded retirements, bridge piers $150,422.00, 
and miscellaneous material, labor and overhead 
nesraensting: GTO BORG a sce scenes. .~---.- 225,928.89 1,025,928.89 
To Account 258, other reserves, representing esti- = 
mated damage costs charged to Account 320, land 
and land rights, but not incurred ~--------.--------~-------- 29,275.73 
To Account 270, capital surplus, properly created 
for such purpose, representing the major portion 
of write-up in plant account, resulting from the 
issuance of the company’s common stock, an 
amount not to exceed $14,360,000.00, provided that 
any portion thereof not charged to capital surplus 
shall be charged to Account 271, earned surplus —_---------~- 14,360,000.00 
To Account 271, earned surplus, representing : 
Bond discount and expense, relating to the ex- 
pired life of the company’s bonds (October 1, 


1913 to December 31, 1942) ~--.------------- 2,289,251.76 
Net operating revenues earned during construction 
(July, August and September, 1913) ~_.-------- 223,997.60 
Operating expenses, miscellaneous fees capitalized 
SM OCPOR is. nj catoseus oe bald inated awl. 68,053.89 
Preliminary engineering expense, surveys, etc., on 
abandoned projects, capitalized in error __--_-- 23,214.73 


Interest on unproductive property for the period of 
January 1, 1914 to June 30, 1917, capitalized in 


bie a SO. Fo cat Re vad 528,375.00 3,132,892.98 


21,145,116.15 





The Commission finds that: 

(1) The classification of amounts as described in the above paragraph (h) 
is reasonable and appropriate for the purposes of the Federal Power Act; 

(2) Under the circumstances here presented, the proposed disposition by 
Power Company of the amount of $21,145,116.15 classified in Account 107, 
electric plant adjustments, as above set forth in paragraph (i) is reasonable 
and appropriate for the purposes of the Act and should be approved ; 

The Commission orders that: 

(A) Power Company classify $21,145,116.15 in Account 107, electric plant 
adjustments; $165,087.19 in Account 110, other physical property; and $2,- 
419.90 in Account 100.2, electric plant leased to others, as referred to in para- 
graph (h) hereof; 

(B) Power Company dispose of the $21,145,116.15 classified in Account 107, 
electric plant adjustments, as proposed in paragraph (i) hereof; 

(C) Power Company submit certified copies of the entries required by para- 
graphs (A) and (B) hereof within sixty days from the date of this order; 

(D) The provisions of this order are not to be construed as dispensing with 
the necessity for full compliance with the requirements of the Public Utility 
Holding Company Act of 1935 and the rules, regulations and orders issued by 
the Securities and Exchange Commission. 
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Order authorizing and approving merger of facilities 
The Harpers Ferry Paper Company and Potomac Light and Power Company 
(Docket No. IT-5880) 
April 18, 1944 


The Harpers Ferry Paper Company (“Harpers”), a corporation having its 
principal business office at Alexandria, Virginia, and Potomac Light and 
Power Company (“Potomac”), a corporation having its principal business 
office at Martinsburg, West Virginia, filed their joint application on February 
1, 1944, and an amendment thereto on February 26, 1944, for an order, pursuant 
to section 203 of the Federal Power Act, authorizing the merger of Potomac’s 
facilities with those of Harpers. 

Upon consideration of the verified application as amended, the record thereon, 
the power system statement (FPC Form No. 64-A) of Harpers for the year 
1942, the annual report (FPC Form No. 1) of Potomac for the year 1942, and 
the power system statement (FPC Form No. 64) of The Potomac Edison Com- 
pany (parent of Potomac) for the year 1942, and it appearing that: 

(a) Due written notice of the aforesaid application has been given to the 
Maryland Public Service Commission, the West Virginia Public Service Com- 
mission, the State Corporation Commision of Virginia, the Pennsylvania Public 
Utility Commission, and the Governor of each of those States. Notice of the 
application was also published on February 5, 1944, in Volume 9, Federal 
Register, page 1490, stating that any person desiring to be heard or to make 
any protest with reference to the application should file a petition or protest 
on or before February 19, 1944. No protest or petition or request to be heard 
in opposition to the granting of such application has been received ; 

(b) Potomac and Harpers have entered into a contract (a copy of which 
is made a part of said application as Exhibits E and E-1 of Exhibit K thereto), 
whereby Potomac agrees to purchase from Harpers, and Harpers agrees to 
sell to Potomac, for the sum of $150,000, all of Harpers’ property and assets 
(except cash and bills and accounts receivable), including a hydro-electric 
generating plant located on the Potomac River near Harpers Ferry, West 
Virginia, of an installed capacity of 840 kilowatts; subject, however, to the 
condition that prior to the time of closing thereunder the Federal Power Com- 
mission has approved not less than $148,888.90 as the net original cost, as at 
January 1, 1943, of the property and assets to be sold thereunder, excluding 
material and supplies and real property not included in the original cost data 
filed with the Commission by Harpers on May 7, 1943, except that if the Com- 
mission approves a lower figure than $143,888.90 as such net original cost, 
Potomac shall not be entitled to cancel such agreement on that account if 
Harpers elects to reduce the purchase price by the difference between such 
lower figure and $143,888.90 ; 

(c) The Public Service Commission of West Virginia and the Public Service 
Commission of Maryland have each approved the proposed merger of Harpers 
into Potomac; 

The Commission, having considered the aforesaid application and materials 
above referred to, finds that: 

(1) Harpers and Potomac are each a corporation organized and existing 
under and by virtue of the laws of the State of West Virginia; 

(2) Harpers owns facilities, among others, for the transmission and sale 
at wholesale of electric energy which is generated in West Virginia and trans- 
mitted therefrom to Maryland and consumed by persons other than the trans- 
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mitter thereof at points outside of West Virginia, and is a public utility within 
the meaning of that term as used in section 208 of the Federal Power Act; 

(3) Potomac owns and operates facilities for the transmission and sale at 
wholesale of electric energy (1) which is generated in West Virginia and trans- 
mitted therefrom to Maryland and Virginia, and consumed by persons other 
than the transmitter thereof at points outside of West Virginia; and (2) which 
is generated in Virginia and Maryland and transmitted therefrom to West 
Virginia, and consumed by persons other than the transmitter thereof at points 
outside of Virginia and Maryland. Potomac is a public utility within the mean- 
ing of that term as used in section 203 of the Federal Power Act; 

(4) By the proposed acquisition on the part of Potomac, Potomac will merge 
its facilities subject to the jurisdiction of the Commission with facilities of 
another person within the meaning of the provisions of section 203 of the 
Federal Power Act; 

(5) The electric facilities of Harpers, at present operated by Harpers’ parent, 
Virginia Public Service Company, under lease, are located in the territory 
served by Potomac and are considerably removed from the territory served by 
Virginia Public Service Company. Such facilities are now physically inter- 
connected with Potomac’s system, and the entire output of Harpers’ generating 
plant, pursuant to an existing contract, is being purchased by Potomac. The 
proposed merger will not result in detriment to rate-payers or investors and 
should result in greater efficiency of operations. The proposed merger, subject 
to the conditions hereinafter provided, will be consistent with the public in- 
terest ; 

(6) In the absence of an audit by this Commission of the original cost studies 
relating to the electric properties and facilities of Harpers, it is inappropriate 
to make a determination of the original cost of such properties and facilities; 

The Commission orders that: ” 

(A) The proposed merger by Potomac of its facilities subject to the juris- 
diction of this Commission with those of Harpers be and the same hereby is 
authorized and approved upon the terms and conditions set forth in the joint 
application, as amended, and the provisions of this order ; 

(B) This authorization is without prejudice to the authority of this Com- 
mission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determinations of cost, or any other matter whatsoever 
which may come before this Commission or other regulatory body, and nothing 
in this order shall be construed as an acquiescence by this Commission in any 
estimate or determination of cost or any valuation of property claimed or 
asserted ; 

(C) This authorization shall expire unless acted upon within sixty days 
after the date of this order; 

(D) Potomac shall report with reference to the merger of facilities hereby 
authorized within ten days after the consummation thereof as required by 
the Commission’s Rules of Practice and Regulations; and shall file the appro- 
priate accounting entries within six months from the date of consummation 
of the proposed merger as required by the provisions of the Uniform System of 
Accounts ; 

(E) The provisions of this order are not to be construed as dispensing with 
the necessity for full compliance with the requirements of the Public Utility 
Holding Company Act of 1935, and the rules, regulations and orders issued by 
the Securities and Exchange Commission. 
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Order authorizing transmission of electric energy to Canada 
and superseding prior orders 


New York State Electric & Gas Corporation 
(Docket No. IT-5462) 
April 25, 1944 


It appearing that: 

(a) Pursuant to section 202(e) of the Federal Power Act, the Commission 
by order adopted February 25, 1936 (docket No. IT-5330) authorized New 
York State Electric & Gas Corporation, hereinafter referred to as the Corpo- 
ration, to transmit electric energy to Canada to serve designated retail con- 
sumers in the vicinity of Herdman and Henrysburg, Province of Quebec, and 
tc. serve a designated retail consumer across the international boundary from 
I'rontier, New York, in accordance with an application filled February 3, 1936, 
by the corporation; by order adopted October 6, 1986 (docket No. 1T-5453) 
the Commission authorized the corporation to transmit electric energy to Canada 
to serve a designated retail consumer at Hemingford, Provinee of Quebec, in 
accordance with an application filed September 17, 1936; and by order adopted 
January 19, 1937 (docket No. IT-5462) the Commission authorized the corpo- 
ration to transmit electric energy to Canada to serve two designated retail con- 
sumers at Franklin Center, Province of Quebec, in accordance with an appli- 
cation filed January 4, 1937; 

(b) The corporation filed an application on June 10, 1942, requesting au- 
thority to discontinue the transmission of electric energy to Canada to serve 
the designated retail consumers in the vicinity of Henrysburg, and stated that 
this service had been discontinued because the Gatineau Power Company of 
Canada is in a position to serve and is serving such consumers with electric 
energy ; 

(c) On July 31, 1942, the corporation accepted the terms and conditions of 
a Presidential Permit signed by the President of the United States on July 7, 
1942, for the operation, maintenance, and connection at the border of the United 
States of the facilities being used to serve consumers in the various communities 
ir. Canada, except those in the vicinity of Henrysburg; and 

The Commission finds that: 

(1) It will not be inconsistent with the public interest to supersede the 
aforesaid orders of February 25, 1986 (docket No. IT-5330), October 6, 1936 
(docket No. IT-5453), and January 19, 1987 (docket No. IT-5462) by the au- 
thority hereinafter granted ; 

(2) The corporation is the owner of the source of supply and is the trans- 
mitter of the electric energy hereinafter authorized to be transmitted from the 
United States to Canada ; 

(3) The transmission of electric energy from the United States to Canada 
as hereinafter authorized will not impair the sufficiency of electric supply 
within the United States and will not impede or tend to impede the coordina- 
tion in the public interest of facilities subject to the jurisdiction of the Com- 
mission; and 

It is ordered that: 

(A) The aforesaid orders of February 25, 1936, October 6, 1936, and Janu- 
ary 19, 1937, be and they are hereby superseded by the authority hereinafter 
granted ; 

({B) The New York State Electric & Gas Corporation be and it is hereby 
authorized to transmit electric energy from the United States to Canada in the 


a 2 
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manner described and at the points designated in the corporation’s applications 
filed on February 3, 1986, September 17, 1986, and January 4, 1937, as modified 
by its application filed June 10, 1942; 

(C) The authorization herein granted may be modified from time to time, 
or terminated upon further order of the Commission, but in no event shall such 
authorization extend beyond the date of termination or expiration of a Presi- 
dential Permit authorizing the operation, maintenance, and connection of the 
facilities used in the transmission of the electric energy herein authorized ; 

(D) The corporation shall conduct all operations pursuant to the authoriza- 
tion herein granted in accordance with the provisions of the Federal Power 
Act and any pertinent rules, regulations or orders issued by the Commission ; 

(E) The corporation shall install and maintain adequate metering equipment 
to measure the flow of all energy transmitted from the United States to Canada 
pursuant to the authority herein granted; shall make, keep, and preserve full 
and complete records with respect to the movement of such energy; and shall 
furnish to the Commission such reports with respect to said transmission of 
electric energy’ as the Commission may deem necessary and appropriate and in 
such form and manner as the Commission may prescribe ; 

(F) This authorization to transmit electric energy from the United States 
to Canada shall not be transferable or assignable, but shall continue in effect 
temporarily for a reasonable time thereafter in the event of the involuntary 
transfer of facilities used hereunder by operation of law (including such trans- 
fers to receivers, trustees, or purchasers under foreclosure or judicial sale) 
pending the making of an application for permanent authorization and decision 
thereon, provided notice is promptly given in writing to the Commission ac- 
companied by a statement that the physical facts relating to sufficiency of 
supply, rates, and nature of use remain substantially the same as before the 
transfer ; 

(G) This authorization shall not deprive any State, State regulatory com- 
mission, or the Dominion of Canada of the exercise of the lawful authority 
vested in such State, State regulatory commission, or the Dominion of Canada 
over the corporation ; 

(H) The authorization herein granted is without prejudice to the authority 
of this Commission or any other regulatory body with respect to rates, service, 
accounts, valuation, estimates or determination of costs, or any other matter 
whatsoever which may come before this Commission, or such other regulatory 
body, and nothing in this order shall be construed as an acquiescence by this 
Commission in any estimate or determination of cost or any valuation of prop- 
erty claimed or asserted ; 

(I) Concurrently with the service of this order, the Presidential Permit de- 
scribed in paragraph (c) hereof be released and a copy transmitted to New 
York State Electric & Gas Corporation by the Secretary. 


Order further modifying order authorizing transmission of 
electric energy to Mezico 


Arizona Edison Company, Inc. 
(Docket No. IT-5029) 
April 25, 1944 


Upon application filed November 25, 1942, by Arizona Edison Company, Ince., 
of Douglas, Arizona, for authority to increase the amount of electric energy 
and the rate at which it may be transmitted to Mexico; and 
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It appearing that: 

(a) Pursuant to section 202(e) of the Federal Power Act, the Commission 
by order adopted February 25, 1936, as modified by order of July 28, 1942, au- 
thorized Arizona Edison Company, Inc., hereinafter referred to as the company, 
tu transmit electric energy from a point in the State of Arizona to a point on 
the international boundary line, United States and Mexico, between the town 
of Naco, Arizona, and the Town of Naco, Sonora, Mexico, and to deliver said 
energy to J. M. Franco for use and resale in the Town of Naco, Mexico; 

(b) Paragraph (B) of the Commission’s order of July 28, 1942, limited the 
amount of electric energy, authorized by the order of February 25, 1986, to be 
transmitted to Mexico by the company, to 55,800 kilowatt-hours per year at a 
rate of demand not to exceed 25 kilowatts ; 

(c) In response to a request received from the company, the Commission 
by letter dated October 24, 1942, granted it authority to exceed temporarily 
the limitation contained in paragraph (B) of the July 28, 1942, order, contin- 
gent upon the filing of an application showing justification for an increase; 

(d) The aforesaid application requests that the limitation contained in the 
order of July 28, 1942, be modified to permit the company to transmit up to 
125,000 kilowatt-hours per year at a rate of demand not to exceed 40 kilowatts ; 

(e) The company represents that it is the sole source of supply of the elec- 
tric energy requirements of the Town of Naco, Sonora, Mexico, and that unless 
the increase is granted some restriction on the use of electric energy in that 
community will be necessary, and states that it has sufficient capacity to supply 
the additional 15 kilowatts of demand and to deliver the additional 69,200 kilo- 
watt-hours per year without detriment to its consumers within the United 
States ; 

The Commission, having considered the application and the record thereon, 
finds that: 

The increase in the amount of electric energy that may be transmitted from 
the United States to Mexico, as hereinafter authorized, will not impair the 
sufficiency of electric supply within the United States nor will it impede or 
tend to impede the coordination in the public interest of facilities subject to 
the jursidiction of the Commission ; and 

It is ordered that: 

(A) Paragraph (B) of the order of July 28, 1942, be and it is hereby changed 
to read as follows: 

“(B) The aforesaid order of February 25, 1936, be and it is hereby further 
modified to limit the amount of electric energy authorized to be transmitted 
from the United States to Mexico by the company, as follows: 

Over the circuit which crosses the international boundary line at a point 
between the Town of Naco, Arizona, and the Town of Naco, Sonora, Mexico, 
which point is designated on the map filed by the Company on January 7, 1942, 
up to 125,000 kilowatt-hours per year at a rate not to exceed 40 kilowatts” ; 

(B) Paragraphs (C), (E), (F), (G), and (1) of the order of July 28, 1942, 
be and they are hereby rescinded ; 

(C) The aforesaid authorization, as modified, may be further modified from 
time to time, or terminated upon further order of the Commission, but in no 
event shall such authorization extend beyond the date of termination or ex- 
piration of a Presidential Permit authorizing the operation, maintenance, and 
connection of the facilities used in the transmission of the electric energy pur- 
suant to such authorization ; 

(D) The company shall conduct all operations pursuant to the aforesaid ° 
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authorization in accordance with the provisions of the Federal Power Act and 
any pertinent rules, regulations or orders issued by the Commission ; 

(E) The company shall install and maintain adequate metering equipment 
to measure the flow of all energy transmitted from the United States to Mexico 
pursuant to the aforesaid authorization ; shall make, keep, and reserve full and 
complete records with respect to the movement of such energy; and shall furn- 
ish to the Commission such reports with respect to said transmission of electric 
energy as the Commission may deem necessary and appropriate and in such 
form and manner as the Commission may prescribe ; 

(F) The aforesaid authorization to transmit electric energy from the United 
States to Mexico shall not be transferable or assignable, but shall continue in 
effect temporarily for a reasonable time thereafter in the event of the involun- 
tary transfer of facilities used thereunder by operation of law (including such 
transfers to receivers, trustees, or purchasers under foreclosure or judicial 
sale) pending the making of an application for permanent authorization and 
decision thereon, provided notice is promptly given in writing to the Commis- 
sion accompanied by a statement that the physical facts relating to sufficiency 
of supply, rates, and nature of use remain substantially the same as before 
the transfer ; 

(G) The aforesaid authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determination of costs, or any other matter whatsoever 
which may come before this Commission, or such other regulatory body, and 
nothing in this order or in the orders of February 25, 1936, and July 28, 1942, 
shall be construed as an acsquiescence by this Commission in any estimate or 
determination of cost or any valuation of property claimed or asserted. 


Order further modifying order authorizing transmission of 
electric energy to Mezico 


Arizona Edison Company, Inc. 
(Docket No. IT-5331) 
April 25, 1944 


Upon application filed November 25, 1942, by Arizona Edison Company, Inc., 
of Douglas, Arizona for authority to increase the amount of electric energy 
and the rate at which it may be transmitted te Mexico; and 

It appearing that: 

(a) Pursuant to section 202(e) of the Federal Power Act, the Commission 
by order adopted February 25, 1936, as modified by order of December 9, 1941, 
authorized Arizona Edison Company, Inc., hereinafter referred to as the com- 
pany, to transmit electric energy from a point in the State of Arizona to a 
point on the international boundary line, United States and Mexico, adjacent 
to Agua Prieta, Sonora, Mexico, and to deliver said energy to Cia de Servicios 
Publicos de Agua Prieta, S.A. ; 

(b) Paragraph (A) of the Commission’s order of December 9, 1941, limited 
the amount of electric energy authorized by the order of February 25, 1936, 
to be. transmitted to Mexico by the company to 468,600 kilowatt-hours per 
year at a rate of demand not to exceed 120 kilowatts ; 

(c) In response to a request from the company, the Commission by letter 
dated October 24, 1942, granted it authority to exceed temporarily the limita- 
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tion contained in paragraph (A) of the December 9, 1941, order contingent 
upon the filing of an application showing justification for an increase; 

(d) The aforesaid application requests that the limitation contained in the 
order of December 9, 1941, be modified to permit the company to transmit up 
to 600,000 kilowatt-hours per year at a rate of demand not to exceed 160 kilo- 
watts ; 

(e) The company represents that it is the sole source of supply of the elec- 
tric energy requirements of the Town of Agua Prieta, Sonora, Mexico, and that 
unless the increase is granted some restriction on the use of electric energy in 
that community will be necessary, and states that it has sufficient capacity to 
supply the additional 40 kilowatts of demand and to deliver the additional 
131,400 kilowatt-hours per year without detriment to its consumers within 
the United States ; 

The Commission, having considered the application and the record thereon, 
finds that: 

The increase in the amount of electric energy that may be transmitted from 
the United States to Mexico, as hereinafter authorized will not impair the 
sufficiency of electric supply within the United States nor will it impede or tend 
te impede the coordination in the public interest of facilities subject to the 
jurisdiction of the Commission ; and 

It is ordered that: 

(A) Paragraph (A) of the order of December 9, 1941, be and it is hereby 
changed to read as follows: 

“(A) The aforesaid order of February 25, 1936, be and it is hereby modified 
te limit the amount of electric energy authorized to be transmitted from the 
United States to Mexico by the company, as follows: 

Over the circuit which crosses the international boundary at a point desig- 
nated on the map submitted at Exhibit B to the application for Presidential 
Permit filed with the Commission on March 11, 1940, up to 600,000 kilowatt- 
hours per year at a rate not to exceed 160 kilowatts” ; 

(B) Paragraphs (B), (D), and (E) of the order of December 9, 1941, be and 
they are hereby rescinded ; 

(C) The aforesaid authorization, as modified, may be further modified from 
time to time, or terminated upon further order of the Commission, but in no 
event shall such authorization extend beyond the date of termination or ex- 
piration of a Presidential Permit authorizing the operation, maintenance, and 
connection of facilities used in the transmission of electric energy pursuant 
to such authorization ; 

(D) The company shall conduct all operations pursuant to the aforesaid 
authorization in accordance with the provisions of the Federal Power Act and 
any pertinent rules, regulations or orders issued by the Commission ; 

(E) The company shall install and maintain adequate metering equipment 
te measure the flow of all energy transmitted from the United States to Mexico 
pursuant to the aforesaid authorization; shall make, keep, and preserve full 
and complete records with respect to the movement of such energy; and shall 
furnish to the Commission such reports with respect to said transmission of 
electric energy as the Commission may deem necessary and appropriate and 
in such form and manner as the Commission may precribe ; 

(F) The aforesaid authorization to transmit electric energy from the United 
States to Mexico shall not be transferable or assignable, but shall continue in 
effect temporarily for a reasonable time thereafter in the event of the involun- 
tary transfer of facilities used thereunder by operation of law (including such 
transfers to receivers, trustees, or purchasers under foreclosure or judicial 
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sale) pending the making of an application for permanent authorization and 
decision thereon, provided notice is promptly given in writing to the Commis- 
sion accompanied by a statement that the physical facts relating to sufficiency 
of supply, rates, and nature of use remain substantially the same as before 
the transfer ; 

(G) The aforesaid authorization is without prejudice to the authority of 
this Commision or any other regulatory body with respect to rates, service, 
accounts, valuation, estimates or determination of costs, or any other matter 
whatsoever which may come before this Commission, or such other regulatory 
body, and nothing in this order, or in the orders of February 25, 1936, and 
December 9, 1941, shall be construed as an acquiescence by this Commission 
in any estimate or determination of cost or any valuation of property claimed 
or asserted ; 


Finding of Commission 
Chestatee Pyrites Company 
(Docket No. DI-169) 
April 25, 1944 


Upon declaration of intention filed September 6, 1943, by Chestatee Pyrites 
Company of Decatur, Georgia, to construct a hydroelectric power project on 
the Chestatee and Tesnatee Rivers at a point about 5 miles east of Dahlonega, 
Lumpkin County, Georgia, about 35 miles above the mouth of the Chestatee 
River; and 

It appearing that: 

The proposed project would consist of a concrete dam 25 feet high and 350 
feet long on the Chestatee River about one and one-half miles below the mouth 
of the Tesnatee River, creating a reservoir which would extend about two 
miles up the Chestatee River and into the Tesnatee River; the power plant 
would have three waterwheel units, directly connected to generator, with an 
installed capacity of not to exceed 1,000 kilowatts ; 

The useful storage capacity of the proposed project would be small, and 
declarant states that it will be used for impounding water to the extent of 
about 50 percent of the stream flow from 4 to 6 hours a day during several 
weeks in the fall with a maximum impounding period of 10 to 12 hours for 
a few days; 

Upon the record before it, the Commission finds that: 

The interests of interstate or foreign commerce will not be affected by the 
construction proposed in the declaration of intention referred to above. 


Order issuing certificate of public convenience and necessity 
Southwestern Public Service Company 
(Docket No. G-454) 
May 2, 1944 


It appears to the Commission that: 
(a) On March 5, 1943, Southwestern Public Service Company (applicant) 
flled an application for a certificate of public convenience and necessity, pur- 
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suant to section 7 of the Natural Gas Act, as amended, to authorize the acquisi- 
tion and operation of the facilities of Panhandle Power and Light Company, 
Cimarron Utilities Company, and Guymon GaS Company (all of which are 
sometimes hereinafter referred to as “Panhandle Companies”) for the trans- 
portation and sale of natural gas, subject to the jurisdiction of the Commission, 
which facilities are located in the States of Texas and Oklahoma ; 

(bo) This matter was set for public hearing by order dated November 9, 
1943, and appropriate notice thereof was duly given, including publication of 
such order in the Federal Register on November 13, 1948 (Volume 8, pages 
15530-15531) and transmission thereof by registered mail to the Governors 
and regulatory commissions of the States of Texas, Oklahoma and New Mexico; 

(c) A public hearing was held at Fort Worth, Texas, on December 8, 1943, 
and no protest to the application has been received ; 

(d) On September 17, 1942, applicant acquired from the Panhandle Com- 
panies, among other facilities, transmission lines and other appurtenant natural- 
gas facilities which had been theretofore used by the Panhandle Companies 
for the transportation in interstate commerce of natural gas produced in the 
States of Texas and Oklahoma, and in the sale of such natural gas in inter- 
state commerce for resale in Texas, Oklahoma and other states for domestic, 
commercial, industrial and other use. Such facilities are more fully described 
in Exhibits D, E, and F of the application, and in applications filed by appli- 
cant’s predecessors on May 7, 1942, for “grandfather” certificates pursuant to 
section 7(c) of the Natural Gas Act, as amended, namely, by Panhandle Power 
& Light Company in docket No. G-319, by Cimarron Utilities Company in docket 
No. G-322, and by Guymon Gas Company in docket No. G-323; 

(e) On September 17, 1942, the Panhandle Companies conveyed to applicant 
all of their properties, consisting of electric transmission and distribution sys- 
tems, natural-gas production, transmission and distribution systems, water 
properties, and all assets both real and personal, for and in considergtion of 
$7,366,735.35. Applicant estimates that the allocated cost to it of the natural 
gas plant acquired is $982,422.58 ; 

(f) The Securities and Exchange Commission in its findings, opinion and 
order dated July 8, 1942, and supplementary amendatory findings, opinion and 
order dated September 14, 1942, In the Matter of Community Power and Light 
Company, General Public Utilities, Inc., Southwestern Public Service Company, 
et al., File No. 70-282 (Holding Company Act Release Nos. 3676 and 8794) ap- 
proved the plan whereby the applicant acquired all of the properties of the Pan- 
handle Companies, including the natural-gas facilities referred to in paragraph 
(d) above; 

(g) Applicant proposes to continue in effect the same rates for natural gas 
formerly charged by the Panhandle Companies with two exceptions, both of 
which reflect reductions ordered by the Oklahoma Corporation Commission ; 

(h) The proposed operation of the natural-gas facilities described in para- 
graph (d), above, is required for the continuance of natural-gas service to the 
consumers presently served by such facilities ; 

(i) Applicant’s recoverable gas reserves are adequate to meet the require- 
ments resulting from the proposed operation of the facilities ; 

(j) Applicant’s proposed operation of the natural-gas facilities acquired 
will result in certain economies and in the simplification of accounting and 
other records; 

The Commission, having considered the application and the record thereon 
with respect to the matters involved and the issue presented, finds that: 

(1) The applicant is a corporation organized and existing under the laws 
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of New Mexico, authorized to do business in Oklahoma and Texas, having its 
principal place of business in Roswell, New Mexico; 

(2) Among other facilities, applicant owns and operates two separate natural- 
gas transmission pipe-line systems located in the States of Texas and Oklahoma, 
and among other operations, is engaged, by means of one of these systems, in 
producing natural gas in Texas, and in the transportation of such natural gas 
in interstate commerce from Texas into Oklahoma, and by means of the other 
of these systems, in the transportation and sale in interstate commerce of 
natural gas produced in Oklahoma to the Panhandle Eastern Pipe Line Company 
for transportation and resale outside Oklahoma ; 

(3) Applicant is engaged in the transportation and sale for resale of natural 
gas in interstate commerce for ultimate public consumption, and is therefore 
a “natural-gas company” within the meaning of the Natural Gas Act; 

(4) The natural-gas facilities referred to in paragraph (d), above, are and 
will be used for the transportation or sale of natural gas, subject to the juris- 
diction of the Commission and the acquisition and operation thereof by the 
applicant are subject to the requirements of subsections (c) and (e) of section 
7 of the Natural Gas Act, as amended ; 

(5) Applicant is able and willing properly to do the acts and perform the 
service proposed and to conform to the provisions of the Natural Gas Act, as 
amended, and the requirements, rules and regulations of the Commission 
thereunder ; 

(6) The proposed operation of the natural-gas facilities referred to in para- 
graph (d), above, by the applicant is and will be required by the present and 
future public convenience and necessity, and a certificate therefor should be 
issued as hereinafter ordered and conditioned ; 

The Commission orders that: 

(A) A certificate of public convenience and necessity be and it hereby is 
issued authorizing applicant to operate the facilities referred to in paragraph 
(d), above, and more fully described in its application and exhibits appended 
thereto, for the transportation and sale of natural gas therein set forth, subject 
to the jurisdiction of the Commission, upon the terms and conditions of this 
order ; 

(B) This certificate shall not be transferable and is without prejudice to 
the authority of this Commission or any other regulatory body with respect to 
rates, service, accounts, valuation, estimate or determination of cost, or any 
other matters whatsoever now pending or which may come before this Com- 
mission or other regulatory body, 4nd nothing herein shall be construed as an 
acquiescence by this Commission in any estimate or determination of cost or 
any valuation of property claimed or asserted ; 

(C) Nothing herein is to be construed as affecting in any manner the deter- 
mination of the service area of applicant or any other natural-gas company 
under section 7(f) of the Natural Gas Act; 

(D) This certificate shall be effective as long as applicant continues the 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act, as amended, and any pertinent rules, regulations, or orders hereto- 
fore or hereafter issued by the Commission ; 

(E) Applicant shall file appropriate accounting entries recording the acquisi- 
tion of the properties of the Panhandle Companies above referred to, as re- 
quired by the Uniform System of Accounts for Natural Gas Companies, on or 
before June 8, 1944, in conformance with the Commission’s order heretofore 
adopted as of February 1, 1944; 

(F) This authorization shall become effective upon the withdrawal of the 
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applications of Panhandle Power and Light Company in docket No. G-319, 
Cimarron Utilities Company in docket No. G-322 and Guymon Gas Company in 
docket No. G-823, for certificates of public convenience and necessity under the 
“grandfather” proviso of section 7(c) of the Natural Gas Act, as amended ; 


(G) Appropriate evidence of the issuance of this certificate shall be furnished 
to applicant. 


Order modifying and amending certificate of public convenience and 
necessity and allowing supplemental rate schedule to take effect 


Ray Phebus 
(Docket No. G—206) 
May 9, 1944 


It appears to the Commission that: 

(a) By order dated October 3, 1941, 2 F. P. ©. 1044, the Commission issued 
to Ray Phebus (hereinafter called “Phebus”) a certificate of public convenience 
and necessity under section 7(c) of the Natural Gas Act authorizing the con- 
struction of a natural-gas pipe line and the sale of natural gas from such pipe- 
line to Hoosier Gas Corporation (hereinafter called “Hoosier”) for resale by 
the latter in Vincennes, Washington and Princeton, Indiana; 

(b) Such order provided, in part, as follows: 


“(B) (ii) Until further order of the Commission, Ray Phebus shall sell 
natural gas to Hoosier Gas Corporation for resale for domestic and commercial 
purposes at rates and charges not to exceed the following: 


* *« * x * 
(b) 25c per M.c.f. for gas purchased and delivered during the second year, 
from the date of initial delivery by Phebus to Hoosier ; 
(c) 22c per M.c.f. thereafter” ; 


(c) Deliveries of natural gas by Phebus to Hoosier were commenced on De- 
cember 13, 1941, pursuant to an agreement between the parties designated Ray 
Phebus rate schedule FPC No. 1; 

(d) On March 20, 1944, Phebus filed an agreement dated January 12, 1944, 
designated supplement No. 1 to Ray Phebus rate schedule FPC No. 1, providing 
that the aforesaid 25¢ per M.c.f. rate be retained in effect through the third 
year of operations. Applicant requested that such agreement be allowed to take 
effect as of December 13, 1943; 

(e) Phebus states that because of rapid depletion of his gas reserves it was 
necessary to drill an additional well which was done pursuant to an under- 
standing with Hoosier than the 25c M.c.f. rate be retained in effect during 
the third year of operation to help defray the cost of drilling the new well; 

The Commission finds that: 

Good cause exists for modifying and amending the certificate of public con- 
venience and necessity heretofore issued in this matter and allowing the sup- 
plemental rate schedule to take effect, as hereinafter ordered ; 

The Commission orders that: 

(A) The certificate of public convenience and necessity heretofore issued to 
Phebus by the Commission’s order of October 3, 1941, be and it is hereby 


modified and amended by revising subparagraph (b) of paragraph (B) (ii) 
to read as follows: 
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“(b) 25c per M.c.f. for gas purchased and delivered during the second and 
third years from the date of initial delivery by Phebus to Hoosier; and” 

(B) Supplement No. 1 to Ray Phebus rate schedule F.P.C. No, 1 be and it 
is hereby allowed to take effect as of December 13, 1943; 

(C) The aforesaid supplemental rate schedule shall be deemed to have been 
filed and published in compliance with the Natural Gas Act; 

(D) Nothing contained in this order shall be construed as a waiver of the 
requirements of section 7 of the Natural Gas Act, as amended, nor shall it be 
construed as constituting approval by this Commission of any service, rate, 
provision or condition contained in the contract referred to herein ; 

(E) This order is without prejudice to any findings or orders which may be 
made by the Commission in any proceedings now pending or hereafter in- 
stituted, by or against Phebus. 


Order issuing certificate of public convenience and necessity 
Equitable Gas Company 
(Docket No, G-275) 
May 9, 1944 





Equitable Gas Company, a Pennsylvania corporation having its principal 
place of business at Pittsburgh, Pennsylvania, hereinafter referred to as “ap- 
plicant,” filed its application on May 4, 1942, and amendments thereto on May 
1, 1943 and June 12, 1943, for a certificate of public convenience and necessity 
pursuant to section 7(c) of the Natural Gas Act, as amended, to authorize 
the continuation of the operations, subject to the Commission’s jurisdiction, 
in which it has been bona fide engaged on February 7, 1942, and subsequent 
thereto. 

It appears to the Commission that: 

(a) Applicant operates the following facilities, among others, some of which 
are owned and the remainder leased by it; natural-gas transmission pipe lines 
in Pennsylvania, extending from several ‘points on the Pennsylvania-West Vir- 
ginia State line in a general northerly direction through Greene, Washington 
and Allegheny Counties to points in the vicinity of Pittsburgh. Among other 
operations, applicant purchases from Pittsburgh and West Virginia Gas Com- 
pany natural gas which is produced in West Virginia and transported to the 
aforementioned points on the Pennsylvania-West Virginia State line, whence 
applicant transports the gas to numerous cities, boroughs and townships in 
the above-named counties, where applicant sells such gas for ultimate public 
consumption. In the above-described operations, the flow of natural gas from 
West Virginia to the points of distribution in Pennsylvania is continuous and 
uninterrupted, and such operations constitute an established course of business. 
Applicant transports such gas to two respective points in Greene County, where 
it delivers and sells the same under emergency agreements respectively to 
Waynesburg Home Gas Company and Hanratty Domestic Fuel Company for 
resale for ultimate public consumption in Pennsylvania for domestic, commer- 
cial, industrial and other use; 

(b) Appropriate notice of the application has been duly given and published 
in Volume 7, Federal Register, pages 4008-4011, and no protest has been filed 
thereto ; 

The Commision finds that: 
(1) Applicant is engaged in the transportation of natural gas in interstate 
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commerce and in the sale in interstate commerce of natural gas for resale for 
ultimate public consumption for domestic, commercial, industrial and other 
use, and is a “natural-gas company” within the meaning of the Natural Gas 
Act; 

(2) On February 7, 1942, applicant was bona fide engaged in transportation 
and sale of natural gas for resale, subject to the jurisdiction of this Commis- 
sion, over routes and in the manner described in its application, as amended, 
and exhibits attached thereto, and has so operated since that time; 

(3) The application was duly made to the Commission within ninety days 
after February 7, 1942 (the effective date of section 7(c) amended), and 
complies with the Commission’s regulations as to form and content; 

The Commission, therefore, orders that: 

(A) A certificate of public convenience and necessity be and it hereby is 
issued to Equitable Gas Company anthorizing its continued operation of its 
facilities, which were in bona fide operation on February 7, 1942, and have 
been so operated since then, as described in its application, as amended, for 
the transportation and sale of natural gas, subject to the jurisdiction of this 
Commission ; 

(B) This certificate shall not be transferable, and its issuance is without 
prejudice to the authority of this Commission, or any other regulatory body, 
with respect to rates, service, accounts, valuation, estimate or determination 
of cost, or any other matter whatsoever now pending or which may come be- 
for this Commission, or other regulatory body, and nothing herein shall be 
eonstrued as an acquiescence by this Commission in any estimate or deter- 
mination of cost, or any valuation of property claimed or asserted ; 

(C) Nothing herein is to be construed as affecting in any manner the deter- 
mination of applicant’s service area under section 7(f) of the Natural Gas 
Act ; 

(D) This certificate shall be effective as long as applicant continues the 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act, as amended, and any pertinent rules, regulations or orders hereto- 
fore or hereafter issued by the Commission ; 


(E) Appropriate evidence of the issuance of this certificate shall be fur- 
nished to applicant. 


Order issuing certificate of public convenience and necessity 
Lone Star Gas Company ‘ 
(Docket No. G-—498) 
May 9, 1944 


It appears to the Commission that: 

(a) Lone Star Gas Company (applicant), on September 6, 1943, filed appli- 
cation for a certificate of public convenience and necessity pursuant to section 
7 of the Natural Gas Act, as amended, to authorize the operation of certain 
facilities for the transportation, sale and exchange of natural gas, subject to 
the jurisdiction of the Commission, as hereinafter described ; 

(b) This matter was set for public hearing by order dated September 30, 
1943, and appropriate notice thereof was duly given, including publication of 
such order in the Federal Register October 6, 1943, Volume 8, at page 13,681, 
and transmission thereof by registered mail to the Governors and regulatory 
commissions of the States of Texas and Oklahoma ; 
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(c) A public hearing in this proceeding was held at Fort Worth, Texas, 
commencing on October 21, 1943, and concluding on October 23, 1943; and no 
protest to the application has been received ; 

(d) The facilities which applicant proposes to operate consist of an 8-inch 
natural-gas pipe-line interconnection approximately 48 feet in length, extend- 
ing between its 16-inch pipe line west of its north Fort Worth measuring sta- 
tion near Fort Worth, Texas, and a 10-inch pipe-line owned and operated by 
United Gas Pipe Line Company ; 

(e) Applicant seeks authorization to transport, deliver, sell and exchange 
natural gas through the facilities referred to in paragraph (d) to or with the 
United Gas Pipe Line Company, pursuant to an agreement dated July 31, 1943, 
under which applicant may elect to deliver up to a maximum of 10 million 
cubic feet of gas per day during the months of July, August and September, 
to be billed on the basis set forth in the aforesaid agreement or, in the alter- 
native, in lieu of payment, the United Gas Pipe Line Company may return to 
applicant an equivalent amount of gas during the nionths of January, Febru- 
ary, March and April; 

(f) The proposed sale and exchange of gas by means of the proposed inter- 
connection were approved by the War Production Board on August 3, 1943, 
and will provide additional gas to assist applicant and United Gas Pipe Line 
Company in meeting their peak day demands which occur at different times on 
the two systems ; 

(g) The facilities referred to in paragraph (d), above, are proposed to be 
operated as an integral part of applicant's existing pipe-line system which con- 
sists principally of interconnected transmission pipe lines and appurtenant 
facilities. located in Texas and Oklahoma used for the transportation of natu- 
ral gas in interstate commerce from several producing fields in Texas and 
Oklahoma, and for the sale of natural gas in interstate commerce for resale 
for ultimate public consumption ; 

(hk) Applicant’s natural gas supply is purchased from its wholly owned sub- 
sidiary, Lone Star Producing Company, and from independent oil and gas 
producers. The estimated natural gas reserves connected and available to ap- 
plicant’s system are adequate to meet the requirements resulting from the 
proposed operation of the facilities ; 

(i) The proposed operation by applicant of the facilities to transport and 
sell natural gas to, or exchange natural gas with, the United Gas Pipe Line 
Company under their contract dated July 31, 1943, is necessary for the main- 
tenance of adequate natural gas service by the latter company to its industrial 
customers in the Fort Worth area, some of whom are engaged in essential 
war work; 

(j) On November 20, 1943, the Commission granted applicant temporary 
authorization to carry on the proposed operations pending disposition of the 
application in this proceeding ; 

The Commission, having considered the application and the record thereon 
with respect to the matters and issues presented, finds that: 

(1) Applicant is a corporation organized and existing under the laws of 
Texas, authorized to do business in the States of Texas and Oklahoma, and 
having its principal place of business in Dallas, Texas; 

(2) Among other facilities and operations, applicant owns and operates a 
natural-gas transmission pipe-line system located in the States of Texas and 
Oklahoma, and is engaged in purchasing natural gas produced in the gas fields 
of the aforementioned States, and in the transportation and sale for resale of 
natural gas in interstate commerce for ultimate public consumption; 









(3) 
natura 
“natur 
fore fi 
ter of 

(4) 
used f 
of the 
applic 
tion 7 

(5) 
servic 
as an 
theret 

(6) 
quire: 
certif 

The 

(A 
issue 
grapl 
terms 
and 3 
of thi 

(B 
the « 
to re 
any 
Com! 
as @ 

cost 
(Cc 
term 


oper 
Gas 


vill 
mis 


APPENDIX—ORDERS 591 


(3) Applicant, being engaged in the transportation and sale for resale of 
natural gas in interstate commerce for ultimgte public consumption, is a 
“natural-gas company” within the meaning of the Natural Gas Act as hereto- 
fore found by the Commission in its order adopted April 11, 1944, Jn the Mat- 
ter of Lone Star Gas Company, docket No. G—442, supra, p. 565; 

(4) The facilities referred to in paragraph (d), above, are and will be 
used for the transportation and sale of natural gas, subject to the jurisdiction 
of the Commission, and the proposed operation thereof, as described in the 
application, is subject to the requirements of subsections (c) and (e) of sec- 
tion 7 of the Natural Gas Act, as amended ; 

(5) Applicant is able and willing properly to do the acts and perform the 
service proposed and to conform to the provisions of the Natural Gas Act, 
as amended, and the requirements, rules and regulations of the Commission 
thereunder ; 

(6) The proposed operation of the facilities by applicant is and will be re- 
quired by the present and future public convenience and necessity, and a 
certificate therefor should be issued as hereinafter ordered and conditioned ; 

The Commission orders that: 

(A) A certificate of public convenience and necessity be and it is hereby 
issued authorizing applicant to operate the facilities, referred to in para- 
graph (d), above, for the transportation and sale of natural’ gas under the 
terms of its contract with United Gas Pipe Line Company dated July 31, 1943, 
and as more fully described in the application, upon the terms and conditions 
of this order ; 

(B) This certificate shall not be transferable and is without prejudice to 
the authority of this Commission or any other regulatory body with respect 
to rates, service, accounts, valuation, estimate or determination of cost, or 
any other matters whatsoever now pending or which may come before this 
Commission or other regulatory body, and nothing herein shall be construed 
as an acquiescence by this Commission in any estimate or determination of 
eost or any valuation of property claimed or asserted by the applicant; 

(C) Nothing herein is to be construed as affecting in any manner the de- 
termination of the service area of applicant under section 7(f) of the Natural 
Gas Act; 

(D) This certificate shall be effective as long as applicant continues the 
operations herein authorized in accordance with the provisions of the Natural 
Gas Act, as amended, and any pertinent rules, regulations or orders hereto- 
fore or hereafter issued by the Commission ; 


(E) Appropriate evidence of the issuance of this certificate shall be fur- 
nished to applicant. 


Order confirming and approving modification of wholesale 
power rate schedule E-2 


Sonneville Project, Columbia River, Oregon-Washington 
(Docket No. IT-5519) 
May 16, 1944 


Upon consideration of a telegram received April 10, 1944, from the Bonne- 
ville Power Administrator objecting to a certain condition specified in the Com- 
mission order of March 28, 1944, supra, p, 556, in this matter, and assertedly 
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withdrawing certain proposed revisions of rate schedules and general rate sched- 
ule provisions of the Bonneville Project ; and 

It appearing to the Commission that : 

(a) BY the aforesaid order of March 28, 1944, the Commission confirmed 
and approved wholesale power rate schedule E-2 (hereinafter schedule E-2) 
of the Bonneville Project, upon certain conditions including, among others, the 
following: 

(i) Any proposed revision of general rate schedule provisions now pending, 
which may hereafter be confirmed and approved by the Commission, shall be- 
come applicable to schedule E-2, as of April 1, 1944; 

(b) Such condition was prescribed in the order and made part of schedule 
E-2 as confirmed and approved because of pending objections of the Superin- 
tendent of Light Division, Department of Public Utilities, City of Tacoma, 
Washington, and the Superintendent, Department of Lighting, City of Seattle, 
Washington, to certain general rate schedule provisions and administrative 
interpretations thereof by the Bonneville Power Administrator, as set forth 
in paragraphs (b) and (c) of the order of March 28, 1944. 

(c) The withdrawal by the Bonneville Power Administrator of the proposed 
revisions of rate schedules and general rate schedule provisions constitutes 
a modification of schedule E-2 as confirmed and approved by the Commission’s 
order of March 28, 1944, and therefore requires the confirmation and approval 
of the Commission under the Bonneville Act ; 

(d) Review and analysis of the statements in the telegram of the Bonne- 
ville Power Administrator and the provisions of the March 28, 1944, order in- 
dicate that the requested modification of schedule E-2, as confirmed and ap- 
proved by the Commission, may be permitted upon the conditions hereinafter 
specified, without adversely affecting the public interest : 

The Commission orders that: 

(A) The aforesaid telegram of the Bonneville Power Administrator be ac- 
cepted as a request for modification of schedule E-2 as heretofore confirmed 
and approved, and the aforesaid order of March 28, 1944, be and it hereby is 
amended to delete paragraph (i) therefrom; Provided, that nothing herein 
contained shall in any way affect or prejudice any action which may hereafter 
be taken by the Commission in any matter affecting the Bonneville Project, 
including the objections heretofore filed by the Superintendent of Light Divi- 
sion, Department of Public Utilities, City of Tacoma, Washington, and the 
Superintendent, Department of Lighting, City of Seattle, Washington; 

(B) The statement of the Commission’s confirmation and approval sub- 
scribed as part of schedule E-2 be and it hereby is amended to read: 

Confirmed and approved by the Federal Power Commission by order en- 
tered March 28, 1944, as amended May 16, 1944, and subject to the conditions 
therein specified, said rate schedule to be effective on and after April 1, 1944. 


Order approving charge of loss on sale of property to Account 252, reserve 
for amortization of gas plant acquisition adjustments, pursuant to gas plant 
accounts instruction 12-F of the uniform system of accounts 


Lone Star Gas Company 
May 16, 1944 


It appearing to the Commission that: 
(a) On March 4, 1944, Lone Star Gas Company (hereinafter sometimes re- 
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ferred to as “New Lone Star’) filed journal entries proposing to charge Ac- 
count 252, reserve for amortization of gas plant acquisition adjustments, with 
a net book loss of $939,286.81 on sales, as of October 1, 1943, of certain prop- 
erties as follows: 


El Paso, Texas distribution properties sold to Southern Union 


NN I csi ac caiteencicn nc erce diab escten taal aan nshesis-ocnag ,, Se 

Galveston, Texas, distribution properties sold to Texas Public 
Service Company -_------ pciciukcedhiacaheina chilis ohana citmmeeeiiatadme katate aa. a 
Tetel 6 csc~ daieins <br cteeittietinanetxaedl te tahoe esi 939,286.81 


(b) New Lone Star acquired the above properties from its affiliate, Texas 
Cities Gas Company, as of January 1, 1943, pursuant to a plan of reorganization 
of Lone Star Gas Corporation, a holding company, and its subsidiaries. ap- 
proved by the Securities and Exchange Commission ;' 

(c) The plan of reorganization provided among other things that the earned 
surplus balance of $1,000,350.86 at January 1, 1943, acquired by New Lone Star 
be placed in a reserve for amortization of plant acquisition adjustments and 
that an additional reserve of $500,000 per year be provided by New Lone Star 
until sufficient reserve is accumulated to cover disposition of all plant acquisi- 
tion adjustments including amounts applicable to the properties referred to in 
above paragraph (a) ; 

(d) The book loss of $939,286.81 represents that portion of the acquisition ad- 
justments applicable to and not realized by the sale of the above properties ; 

(e) Gas plant accounts instruction 12-F, gas plant sold, of the Uniform 
System of Accounts for Natural Gas Companies, provides in part, that unless 
otherwise ordered by the Commission, any book loss on the sale of property 
shall be charged to Account 414, miscellaneous debits to surplus; 

The Commission finds that: 

Under the circumstances here presented, the charge by the Lone Star Gas 
Company to Account 252 of the net book loss on sales of properties as proposed 
and set forth in the above paragraph (a) is reasonable and appropriate for 
the purposes of the Act; 

The Commission orders that: 

(A) Lone Star Gas Company is hereby authorized to charge the book loss of 
$939,286.81 as proposed and set forth in the above paragraph (a) to its Aec- 
count 252, reserve for amortization of gas plant acquisition adjustments ; 

(B) Nothing herein shall be construed as an acquiescence by this Commis- 
sion in any estimate or determination of cost or any valuation of property 
claimed or asserted by Lone Star Gas Company. 


Order issuing certificate of public convenience and necessity 
Clinton M. Harbison, as Trustee of Buckeye Gas Service Company 
(Docket No. G-382) 

May 23, 1944 


Clinton M. Harbison, as Trustee of Buckeye Gas Service Company, an Ohio 
corporation having its statutory address at Mount Vernon, Ohio, whose principal 

1§.E.C. Release No. 3865, dated Oct. 22, 1942, as amended by Release No. 4192 dated 
March 22, 1943. 
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place of business is at Ashland, Kentucky, hereinafter referred to as ‘‘appli- 
eant,” made application om May 8, 1942, and filed an amendment thereto on 
September 12, 1942, for a certificate of public convenience and necessity pur- 
suant to section 7(c) of the Natural Gas Act, as amended, to authorize the 
continuation of the operations, subject to the Commission’s jurisdiction, in 
which applicant has been bona fide engaged on February 7, 1942, and sub- 
sequent thereto. 

It appears to the Commission that: 

(a) Applicant, as Trustee of Buckeye Gas Service Company, operates the 
following facilities, among others, a portion of which are owned, and a por- 
tion thereof leased, by him as such Trustee; natural-gas transmission pipe 
lines extending from a point near Ashland, Kentucky, in a northeasterly direc- 
tion across the Ohio River to a point in Ohio adjacent to said river, with branch 
transmission lines extending therefrom respectively in a southeasterly direc- 
tion through Coal Grove, Ohio, and in a northwesterly direction through Iron- 
ton, Ohio. Among other operations, applicant purchases from Ben Williamson, 
Jr., Trustee of Inland Gas Corporation, natural gas which is produced in Ken- 
tucky and transported to the aforementioned point of commencement of ap- 
plicant’s lines in Kentucky, whence applicant transports the gas to points in 
Ohio on the above-described lines where it is sold for ultimate public consump- 
tion. In the above-described operations, the flow of natural gas from Kentucky 
to the points of sale in Ohio is continuous and uninterrupted, and such opera- 
tions constitute an established course of business ; 

(b) Appropriate notice of the application has been duly given and published 
in Volume 7, Federal Register, pages 4008-4011, and no protest has been filed 
thereto ; 

The Commission finds that: 

(1) Applicant is engaged in the transportation of natural gas in interstate 
commerce, and is a “natural-gas company” within the meaning of the Natural 
Gas Act; 

(2) On February 7, 1942, applicant was bona fide engaged in transportation 
of natural gas, subject to the jurisdiction of this Commission, over routes and 
in the manner described in his application, as amended, and exhibits attached 
thereto and has so operated since that time; 

(3) The application was duly made to the Commission within ninety days 
after February 7, 1942 (the effective date of section 7(c) amended), and 
complies with the Commission’s regulations as to form and content; 

The Commission, therefore, orders that: 

(A) A certificate of public convenience and necessity be and it hereby is 
issued to Clinton M. Harbison, as Trustee of Buckeye Gas Service Company, 
authorizing his continued operation of the facilities owned and leased by him 
as Trustee of Buckeye Gas Service Company, which were in bona fide opera- 
tion on February 7, 1942, and have been so operated since then, as described 
in his application, as amended, for the transportation of natural gas, subject 
to the jurisdiction of this Commission ; 

(B) This certificate shall not be transferable, and its issuance is without 
prejudice to the authority of this Commission, or any other regulatory body, 
with respect to rates, service, accounts, valuation, estimate or determination 
of cost, or any other matter whatsoever now pending or which may come 
before this Commission, or other regulatory body, and nothing herein shall be 


constr 
minatic 
(C) 
minati: 
Act; 
(D) 
operat! 
Gas A 
for or | 
(BE) 
ished t 


Upo' 
filed J 
Power 
Nos. 4 
5,000 | 
use th 

It a 

(a) 
and C 
additi 
Unitee 

(b) 
Falls 
ce. f. § 
divers 
contai 
vent 1 
divers 

(c) 
repres 
Powe’ 
missi« 

(d) 
. we 
permi 
condi 
pocke 
gate 
accou 
comp: 





APPENDIX—ORDERS 595 


construed as an acquiescence by this Commission in any estimate or deter- 
mination of cost, or any valuation of property claimed or asserted ; 

(C) Nothing herein is to be construed as affecting in any manner the deter- 
mination of applicant’s service area under section 7(f) of the Natural Gas 
Act; 

(D) This certificate shall be effective as long as applicant continues the 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act, as amended, and any pertinent rules, regulations or orders hereto- 
for or hereafter issued by the Commission ; 

(E) Appropriate evidence of the issuance of this certificate shall be furn- 
ished to applicant. 


Order authorizing amendment of license 
The Niagara Falls Power Company 
(Project No. 16) 

May 23, 1944 


Upon the application filed November 18, 1942, as supplemented by letter 
filed January 19, 1943, and petition filed May 13, 1943, by The Niagara Falls 
Power Company for modification of the conditions prescribed in amendments 
Nos. 4 and 5 of the project No. 16 license, authorizing emergency diversions of 
5,000 ec. f. s. and 7,500 c. f. s. of water from the Niagara River for temporary 
use through said project ; and 

It appearing to the Commission that: 

(a) By an exchange of notes between the Governments of the United States 
and Canada on May 20, 1941, approved by the Senate on June 12, 1941, an 
additional 5,000 c. f. s. of water was made available for diversion on the 
United States side at Niagara Falls, as an emergency war measure: 

(b) By telegram of June 12, 1941, the Commission granted The Niagara 
Falls Power Company temporary authorization to use the additional 5,000 
ce. f. s. of water through its project No. 16, upon the understanding that such 
diversion would be covered by an amendment to the project No. 16 license 
containing appropriate conditions to protect the public interest and “to pre- 
vent the enjoyment by the company of any excess profits from the emergency 
diversion” ; 

(c) Public notice was thereafter given and conferences were held at which 
representatives of The Power Authority of the State of New York, the Water 
Power and Control Commission of New York, and the Public Service Com- 
mission of New York were afforded an opportunity to present their views; 

(d) By its opinion and order of September 16, 1941, 2 F. P. C. 461, 40 
P. U. R. (N.S.) 198, authorizing amendment of the project No. 16 license to 
permit the additional diversion of 5,000 c. f. s., the Commission prescribed 
conditions which were designed to enable the licensee to obtain its out-of- 
pocket expenditures and operating expenses, plus a return of 6%, and to segre- 
gate all additional profits (estimated at $1,000,000 a year) in a special reserve 
account, to be used in reduction of the “net investment” upon recapture of the 
company’s project No. 16 under the Federal Power Act ; 
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(e) The order of September 16, 1941, provided inter alia that the gross 
revenues attributable to the 5,000 c. f. s. diversion should consist of: (a) all 
payments for Defense Power’ made by Defense Consumers*? “under the ap- 
plicable contract or contracts approved by the New York Public Service Com- 
mission”; and (b) three mills per kwh for all Defense Kilowatt-Hours* fur- 
nished to other than Defense Consumers; and the order further provided that 
the incremental cost incurred by the company in purchasing “standby” electric 
energy to supply the Defense Consumers would be deducted as an expense; 

(f) By memorandum filed September 26, 1941, as supplemented by letter on 
October 13, 1941, the company objected to the above-mentioned conditions and 
requested inter alia, that the gross revenues for purposes of the license amend- 
ment should not include revenues attributable to “standby” power furnished to 
Defense Consumers ; 

(9g) Upon further consideration of the matter and it appearing that under 
schedules on file with the New York Public Service Commission the actual 
revenues being received by the company from the emergency power were 
averaging approximately four mills ($.004) per kwh generated, the Commis- 
sion issued its order of November 14, 1941, amending its prior order, and pro- 
viding that the gross revenues from the emergency diversion should be com- 
puted on the basis of four mills ($.004) per kwh, the provisions with respect 
to the revenues and costs of the “standby” power being deleted ; 

(h) Pursuant to the order of September 16, 1941, as amended by the order 
of November 14, 1941, 2 F. P. C. 1068, Amendment No. 4 to the project No. 16 
license, authorizing the 5,000 c. f. s. diversion, was issued on December 23, 
1941, and duly accepted by the company ; 

(i) By an exchange of notes between the Governments of the United States 
and Canada on October 27, 1941, approved by the Senate on November 27, 
1941, a further additional diversion of 7,500 c. f. s. of water was made avail- 
able as a war measure on the United States side at Niagara Falls; 

(j) By order of March 10, 1942, following public notice, the Commission 
authorized amendment to the project No. 16 license to permit the additional 
diversion of 7,500 c. f. s., on substantially the same conditions as those pre- 
scribed in Amendment No. 4 of the license with respect to the 5,000 c. f. s. 
diversion ; 

(k) Pursuant to the order of March 10, 1942, Amendment No. 5 to the 
project No. 16 license, authorizing the 7,500 c. f. s. diversion, was issued and, 
on April 28, 1942, was duly accepted by the company ; 

(l) The period during which the licensee may divert water under license 
Amendments Nos. 4 and 5 was extended beyond October 1, 1942, by order 
adopted September 29, 1942, which limited such diversions to the present 
national emergency, subject to termination or modification at any time upon 
order of the Commission ; 

(m) The licensee now requires that the conditions prescribed in Amend- 
ments Nos. 4 and 5 be changed so that the gross revenues from the emergency 
diversions will be determined on substantially the same basis as that pre- 
scribed in the Commission’s first order of September 16, 1941, i. e., that all 
revenues received from Defense Consumers “under the applicable rate schedule” 


“Defense Power” was defined in the order as “the additional capacity, estimated as 
64,100 kw, made available by the diversion of said additional 5,000 c.f.s.” 

2 “Defense Consumers” were specified in the order as “the consumers which have been 
or are hereafter allotted Defense Power by the Commission.” 

*“Defense Kilowatt-Hours” were defined in the order as those generated from the 
emergency diversion determined in accordance with a prescribed formula. 
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for purchased power as well as power generated from the emergency diver- 
sions be considered revenues from such diversions ;: 

(n) The licensee further requests that the change described in paragraph 
(m) be made effective as of January 1, 19438, since the New York Public Ser- 
vice Commission has prescribed a special rate for the power from the emer- 
gency diversions effective as of that date; 

(o) The licensee further requests that the prescribed formula for determina- 
tion of the quantity of Defense Kilowatt-Hours generated each month be 
changed by deleting the proviso “that the Defense Kilowatt-Hours generated 
in any calendar month shall not be less than the difference between the total 
actual Kilowatt-Hours generated during that month and the average generated 
in the same month during the period from 1987 to 1940, inclusive” ; 

(p) Notice of the licensee’s requests for changes in Amendments Nos. 4 and 
5 of the license has been given in the Federal Register of March 1, 1944, 
volume No. 9, page 2415, and The Power Authority of the State of New York, 
the Public Service Commission of New York, The Water Power and Control 
Commission of New York, the Governor of New York, and the United States 
Senators of New York have been invited to present their views in the matter; 

(q) No objection to the licensee’s request or formal protest or request for 
hearing has been filed ; 

The Commission finds that: 

It is equitable and appropriate in the public interest to modify the provisions 
of Amendments Nos. 4 and 5 of the project No. 16 license as hereinafter pro- 
vided ; 

The Commission orders that: 

(A) The license for project No. 16, as amended, be further amended as 
hereinafter provided, to modify the terms and conditions prescribed in Amend- 
ments Nos. 4 and 5 of said license, which authorize emergency diversions of 
5,000 ¢.f.s. and 7,500 ¢.f.s. respectively ; 

(B) For the purposes of Amendments Nos. 4 and 5, and as used hereinafter: 

(i) “Defense Power” shall mean the additional capacity not, to exceed 112,- 
000 kilowatts, allotted to Defense Consumers by an authorized Federal agency, 
measured, determined and billed in accordance with the licensee’s applicable 
rate schedule from time to time effective, and made available— 

Through utilization of the emergency diversions of 5,000 c. f. s. and 7,500 
c. f. s.; and 

Including an amount not exceeding 22,000 kilowatts, herein called “Supple- 
mental Power,” through purchase by licensee from available sources; 

(ii) “Defense Kilowatt-Hours” shall mean the kilowatt-hours taken by De- 
fense Consumers, measured, determined and billed in accordance with the 
licensee’s applicable rate schedule from time to time effective and made avail- 
able— 

By generation through utilization of the emergency diversion of 5,000 c.f.s. 
and 7,500 c. f. s.; and 

By purchase by licensee from available sources, herein called “Supplemental 
Kilowatt- Hours” ; 

(iii) “Utility Kilowatt-Hours” means the kilowatt-hours generated through 
utilization of the emergency diversions of 5,000 c. f. s. and 7,500 c. f. s., 
determined in accordance with paragraph (C) below (less 6 per cent thereof 
to cover losses) which are in excess of the kilowatt-hours required from such 
generation to supply Defense Consumers ; 

(C) For purposes of Amendments Nos. 4 and 5 and effective as of the effec- 
tive dates of said amendments, respectively, the number of kilowatt-hours 
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generated each month through utilization of the emergency diversion of 5,000 
ce. f. s. and 7,500 c. f. s. shall be determined from hourly readings of station 
watt-meters and shall be the sum of the differences between the total actual 
kilowatt-hours generated in each hour and the kilowatt-hours which could 
have been generated in each said hour by an average daily diversion of 20,000 
ce. f. s. not to exceed a maximum at any time during said day of 24,000 ec. f. s.; 

(D) For the purposes of Amendments Nos. 4 and 5, in computing the an- 
nual credit to Special Account No. 259, emergency diversion reserve, during 
the period subsequent to December 31, 1942, the revenues shall consist of the 
following : 

(i) All operating revenues received by licensee from the sale of Defense 
Power and Defense Kilowatt-Hours under the terms of the applicable rate 
schedule on file with the Public Service Commission of the State of New York 
and from time to time effective ; and 

(ii) All operating revenues received by licensee from the sale of Utility 
Kilowatt-Hours to other’ than Defense Consumers under the terms of the 
applicable contract or contracts on file with the Public Service Commission of 
the State of New York and from time to time effective; 

(E) For purposes of Amendment Nos. 4 and 5, expenses of the character 
mentioned in paragraph (5) of Amendment No. 4 applicable to Defense Power, 
Defense Kilowatt-Hours, and Utility Kilowatt-Hours, and the actual cost to 
licensee of purchasing Supplemental Power and Supplemental Kilowatt-Hours 
during the period subsequent to December 31, 1942, shall be treated as ex- 
penses applicable to the revenues specified in paragraph (D), supra; 

(F) The provisions of the: amendment of the license of project No. 16, issued 
pursuant to this order, shall control in the event the same conflicts with any 
provision in the license of project No. 16, issued on March 2, 1921, as hereto- 
fore amended ; 

(G) Subject to paragraph (F), supra, the amendment of the license of 
project No. 16, issued pursuant to this order, shall not operate to alter or waive 
any part, condition or provision of the license for project No. 16, issued on 
March 2, 1921, as heretofore amended ; 

(H) The amendment of the license of project No. 16, issued pursuant to this 
order, shall be accepted and the terms and conditions thereof agreed to in 
writing by The Niagara Falls Power Company within thirty (30) days after 
the date of this order. 



































Order permitting withdrawal of application for certificate of public 
convenience and necessity and terminating proceeding 


Fort Huachuca Gas Company 
(Docket No. G—286) 
May 80, 1944 









It appearing to the Commission that: 
(a) On May 5, 1942, Fort Huachuca Gas Company, a wholly-owned subsidi- 
ary of El Paso Natural Gas Company, filed an application in docket No. G- 
286 for a certificate of public convenience and necessity under the “grand- 
father” proviso of section 7(c) of the Natural Gas Act, as amended; 

(b) Fort Huachuca Gas Company was merged with El Paso Natural Gas 
Company on May 22, 1942, and its properties acquired by the latter company; 
(c) On June 14, 1943, El Paso Natural Gas Company filed an application 
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in Docket Ng. G-474 for authority to acquire and operate the facilities of the 
Fort Huachuca Gas Company ; - 

(d) The Commission by its order adopted on April 11, 1944, In the Matter 
of El Paso Natural Gas Company, docket No. G—474, supra, p. 567, issued a 
certificate of public convenience and necessity authorizing the El Paso Natural 
Gas Company to operate the facilities which it had acquired from its wholly- 
owned subsidiary, Fort Huachuca Gas Company, such certificate to become 
effective upon the withdrawal of the application filed by Fort Huachuca Gas 
Company in docket No. G—286; 

(e) Pursuant to the Commission’s order of April 11, 1944, El Paso Natural 
Gas Company, as successor in interest to the Fort Huachuca Gas Company, 
filed on April 21, 1944, a request for the withdrawal of the application of the 
latter company in docket No. G—286, for a certificate of public convenience and 
necessity under section 7(c) of the Natural Gas Act, as amended ; 

Wherefore, the Commission orders that: 

(A) The request to withdraw the application of Fort Huachuca Gas Com- 
pany in docket No. G—286 be and it is hereby granted: 

(B) The proceeding in docket, No. G—286 be and it is hereby terminated. 


Order terminating proceedings 


Arkansas Power & Light Company, Kansas Gas and Electric Company, 
Louisiana Power & Light Company, Mississippi Power & Light Company, 
Nebraska Power Company, Oklahoma Gas and Electric Company, 
Public Service Company of Oklahoma, Southwestern Gas & Electric 
Company, Southwestern Light & Power Company, Texas Power & 
Light Company 


(Docket No. IT-5802) 
May 381, 1944 


It appearing to the Commission that: 

(a) On December 18, 1941, Arkansas Power & Light Company entered into 
a contract (the “Jones Mills Agreement”) with Defense Plant Corporation for 
the supply of electric power to the Jones Mills aluminum reduction plant, then 
being constructed by Defense Plant Corporation at Lake Catherine, Arkansas. 
It was contemplated that power would be supplied under this contract for 
only the interim period of sixteen months which would elapse between the com- 
pletion of the aluminum plant on July 1, 1942, and the completion of its per- 
manent source of power, a steam generating plant to be built by Defense 
Plant Corporation as a part of the aluminum plant facilities ; 

(b) To enable Arkansas Power & Light Company to supply electric power 
to Defense Plant Corporation under the Jones Mills Agreement, a pooling 
arrangement, dated December 16, 1941 (the “Inter-Company Agreement”) was 
entered into by Arkansas Power & Light Company, Kansas Gas and Electric 
Company, Louisiana Power & Light Company, Mississippi Power & Light Com- 
pany, Nebraska Power Company, Oklahoma Gas and Electric Company, Public 
Service Company of Oklahoma, Southwestern Gas & Electric Company, South- 
western Light & Power Company, Texas Power & Light Company and a supple- 
ment to the Inter-Company Agreement dated June 29, 1942, was thereafter 
executed by the companies. The Inter-Company Agreement will expire, by its 
terms, on June 30, 1944; 
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(c) On August 1, 1942, Arkansas Power & Light Company filed copies of 
the Inter-Company Agreement and the supplement thereto with the Commission 
and the same were designated in the Commission’s files as Arkansas Power & 
Light Company rate schedule FPC No. 12 and supplement No. 1 thereto, re- 
spectively. Attached to this filing as Appendix A, was a copy of the Jones 
Mills Agreement between Arkansas Power & Light Company and Defense 
Plant Corporation ; 

(d) By order of September 1, 1942, the Commission instituted an investiga- 
tion with respect to the rates charged for the transmission and sale of electric 
energy under the Inter-Company Agreement and on October 20, 1942, the Com- 
mission ordered that a public hearing in the matter be held in Little Rock, 
Arkansas, commencing on November 2, 1942; 

(e) Following certain postponements, the public hearing commenced on De- 
cember 14, 1942, at Little Rock, Arkansas, before the Chief Trial Examiner 
of the Commission and continued through December 19, 1942, when it recessed. 
The hearing resumed on January 14, 1948, and continued until closed on Feb- 
ruary 5, 1948; 

(f) During the hearing, and in briefs filed thereafter, the above-named 
companies contended that neither the Jones Mills Agreement nor the Inter- 
Company Agreement are subject to the jurisdiction of the Commission ; 

(g) The National Association of Railroad and Utilities Commissioners in 
its brief amicus curiae, on the other hand, recognized that the aforesaid Inter- 
Company Agreement involves “plainly rates for the transmission or sale of 
electric energy in interstate commerce at wholesale, and are plainly subject 
to the jurisdiction of this Commission under the Federal Power Act”; 

(h) In the meantime, the President by letters of September 26 and October 
22, 1942, directed the Commission, inter alia, to review the terms and condi- 
tions of the arrangements for the procurement by the Government of power 
supply for war plants and establishments ; 

(i) Arkansas Power & Light Company, on October 24, 1942, proposed to 
Defense Plant Corporation that the Jones Mills Agreement be modified to 
reduce the amount of power to be supplied thereunder from 65,000 kilowatts 
for a period of 16 months to 40,000 kilowatts for a period of 24 months, with 
a corresponding reduction in the minimum demand charge from $130,000 to 
$80,000 per month ; 

(j) On November 28, 1942, Defense Plant Corporation filed with the Com- 
mission, for review under the President’s directives, a proposed agreement 
with Arkansas Power & Light Company which incorporated the modification of 
the Jones Mills Agreement, described in paragraph (i), supra; 

(k) Following review under the President’s directives, the Commission has 
advised Defense Plant Corporation that, for the period ending July 31, 1944, 
the terms and conditions of the Jones Mills Agreement, amended as above 
set forth, insofar as they relate to the cost of electric service supplied there- 
under, are consistent with the principles expressed in said directives; 

The Commission, upon review of the entire record herein, finds that: 

(1) The Inter-Company Agreement involves the sale of electric energy at 
wholesale in interstate commerce and is accordingly subject to the regulatory 
jurisdiction of the Commission under the Federal Power Act ; 

(2) The terms of the Inter-Company Agreement for sale of electric energy 
at wholesale in interstate commerce are not unjust, unreasonable, unduly dis- 
criminatory or preferential for the period ending June 30, 1944; 

(3) The rates charged by Arkansas Power & Light Company to Defense 
Plant Corporation for electric energy sold under the Jones Mills Agreement 
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are not subject to regulation by the Commission under the Federal Power Act; 
(4) It is appropriate in the public interest that the proceedings instituted 
by the Commission’s order of September 1, 1942, in this matter be terminated ; 
The Commission orders that: 
The proceedings instituted by the order of September 1, 1942, in this matter 
be and they are hereby terminated. 


Order authorizing and approving merger of facilities and issuance 
of security 


California Electric Power Company 
(Docket No. IT—5886) 
May 31, 1944 


California Electric Power Company (“applicant”) a corporation having its 
principal business office at Riverside, California, filed its application on April 
18, 1944, and an amendment thereto on May 12, 1944, for an order, pursuant 
to section 208 of the Federal Power Act, authorizing it to acquire all of the 
electric facilities hereinafter described of Leonard P. Wikoff, doing business 
under the name of Leonard P. Wikoff Electric Light and Power (“Wikoff’) ; 
and for an order pursuant to section 204 of the Federal Power Act, authorizing 
and approving the contract for the purchase by applicant of such facilities 
to the extent that the same constitutes an issue of a security; or, in the 
alternative, for an order dismissing the application under either section, or 
both, for want of jurisdiction. 

Upon consideration of the verified application, as amended, and the record 
thereon, and the records in the previous matters before the Commission in- 
volving the applicant and referred to in such application, it appears that: 

(a) Due written notice of the aforesaid application has been given to the 
Railroad Commission of California, the Corporation Commission of Arizona 
and the Public Service Commission of Nevada, and the Governor of each of 
those States. Notice of the application was also published on April 25, 1944, 
in Volume 9, Federal Register, page 4406, stating that any person desiring to 
be heard or to make any protest with reference to the application should file 
a petition or protest on or before May 10, 1944. No protest or petition or re- 
quest to be heard in opposition to the granting of such application has been 
received ; 

(b) Leonard P. Wikoff and his wife, as vendors, and applicant, as vendee, 
have entered into a contract dated April 12, 1944 (a copy of which is made a 
part of said application as Exhibit D thereto), whereby the vendors agree to 
sell, and applicant to purchase, all of the facilities, properties and rights of 
Wikoff (except certain real estate), used in the electric utility business of 
Wikoff in serving the unincorporated community of Twenty Nine Palms, in 
San Bernardino County, California. By the provisions of the contract, the 
total purchase price for said properties is to be a sum equal to the original 
cost of the properties as determined by the Railroad Commission of California, 
less related reserves, plus the aggregate value of material and supplies and the 
sum of $25,000, it being estimated that the purchase price will be approximately 
$100,000. The consideration, by the terms of the contract, is to be paid as 
follows: $10,000 to the vendors upon delivery of possession of the properties 
and a deed to the same; $15,000 to the vendors on January 2, 1945, and the 
balance in equal annual installments “to Vendors or their order” over a ten- 
year period commencing January 2, 1946; 
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(c) The electric facilities of Wikoff are approximately sixty miles from the 
nearest point on applicant’s system. Applicant proposes to construct an inter- 
connection if and when necessary approval can be procured from the War 
Production Board and the necessary materials obtained. Upon interconnection, 
applicant proposes to put into effect its Palm Springs District rates. Applicant 
estimates that upon the basis of present business, such rates would result in 
savings of $9,300 per year to consumers in the area affected. In addition to 
the benefit of lower rates, it appears that the quality of service will be im- 
proved ; 

(d@) Wikoff and applicant have filed a joint application with the Railroad 
Commission of California for an order approving the aforementioned agree- 
ment and authorizing the sale of the properties, and ascertaining and fixing 
that part of the consideration consisting of the original cost of the properties 
less depreciation. The proposed transactions have been subject to informal 
discussion among representatives of the Railroad Commission of California 
and of this Commission ; 

The Commission, having considered the aforesaid application and the ma- 
terials above-referred to, finds that: 

(1) Applicant is a corporation organized and existing under and by virtue 
of the laws of the State of Delaware; 

(2) Applicant owns facilities, among others, for the transmission and sale 
at wholesale of electric energy which is transmitted between California, Ari- 
zona and Nevada, and consumed by persons other than the transmitter thereof 
at points outside the respective States in which it is generated, and is a public 
utility within the meaning of that term as used in section 203 of the Federal 
Power Act; 

(3) The electric utility facilities of Wikoff which applicant proposes to 
acquire have a value in excess of $50,000. By the proposed acquisition, appli- 
cant will, directly or indirectly, merge or consolidate its facilities subject to 
the jurisdiction of this Commission, with the electric utility facilities of Wikoff, 
another “person,” within the meaning of section 203 of the Federal Power 
Act and the merger accordingly requires prior authorization of the Commission 
under that section; 

(4) The proposed merger should result in more economical operations and 
better service, and, upon the conditions hereinafter provided, will be consistent 
with the public interest ; ‘ 

(5) The contract of sale and purchase, referred to in paragraph (b) above, 
in its provisions relative to the payment of the balance of the purchase price, 
is an issue of a security within the meaning and subject to the requirements 
of section 204 of the Federal Power Act; 

(6) Applicant is not organized and operating in a State under the laws of 
which its security issues are regulated by a State Commission within the mean- 
ing of section 204(f) of the Federal Power Act, and the issue is, therefore, 
not exempt by virtue of that section from the requirements of section 204 
of the Act; 

(7) The issue of a security will not result in the capitalization of the right 
to be a corporation, or of any franchise, permit, or contract for consolidation, 
merger, or lease in excess of the amount (exclusive of any tax or annual 
charge) actually paid as the consideration for such right, franchise, permit, 
or contract ; 
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(8) The issue of a security as hereinafter authorized and approved will be 
for a lawful object, within the corporate purposes of the applicant and com- 
patible with the public interest, which is appropriate for and consistent with 
the proper performance by the applicant of service as a public utility and which 
will not impair its ability to perform that service, and is reasonably appropriate 
for such purposes ; 

The Commission orders that: 

(A) The proposed merger by California Electric Power Company of its 
facilities subject to the jurisdiction of this Commission with the electric utility 
facilities of Leonard P. Wikoff, doing business under the name of Leonard P. 
Wikoff Electric Light and Power, be and the same hereby is authorized and 
approved upon the terms and conditions set forth in the application, and 
subject to the provisions of this order ; 

(B) The issue by California Electric Power Company of the security em- 
bodied in the contract of sale and purchase entered into on April 12, 1944, 
between Leonard P. Wikoff and Sara L. Wikoff as vendors and California 
Electric Power Company as vendee, is authorized and approved upon the 
terms and conditions and for the purposes set forth in the application, subject 
to the provisions of this order ; 

(C) This authorization shall expire unless the transactions hereby author- 
ized are consummated within sixty days after the date of this order; 

(D) The applicant shall report with reference to the merger of facilities 
hereby authorized within ten days after the consummation thereof as required 
by the Commission’s Rules of Practice and Regulations; and shall file the 
appropriate accounting entries within six months from the date of consumma- 
tion of the proposed merger as required by the provisions of the Uniform 
System of Accounts; 

(E) The applicant shall report with reference to the issue of a security 
hereby authorized and approved as required by the Commission’s Rules of 
Practice and Regulations ; 

(F) The electric plant acquisition adjustment of $25,000 arising in connec- 
tion with the proposed acquisition shall be amortized by equal annual charges 
to Account 537, miscellaneous amortization, over a five-year period from the 
date of consummation of the transaction, but without prejudice to the appli- 
cant to petition for a different accounting treatment of the unamortized 
balance when the facilities to be acquired are interconnected with the appli- 
cant’s present system and the rate reduction hereinbefore referred to has been 
put into effect ; 

(G) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
accounts, valuations, estimates or determinations of cost, or any other matter 
whatsoever which may come before this Commission or any other regulatory 
body, and nothing in this order shall be construed as an acquiescence by this 
Commission in any estimate or determination of cost or any valuation of 
property claimed or asserted ; 

(H) Nothing in this order shall be construed to imply any guarantee or 
obligation on the part of the United States in respect to the security to which 
this order relates ; 

(1) The request for dismissal of the application for want of jurisdiction be, 
and the same is hereby, denied. F 
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Order denying rehearing 
Georgia Power Company 
(Docket No. DI-166) 
June 5, 1944 


Upon application filed May 5, 1944, by Georgia Power Company for rehearing, 
reconsideration, and reversal of the Commission’s determination and order 
of March 28, 1944, supra, p. 33, (as corrected April 11, 1944) ; and 

It appearing that: 

(a) The determination and order complained of, as set forth therein and in 
the accompanying opinion, were adopted after several hearings at which full 
opportunity was given to declarant to offer appropriate evidence and after 
briefs had been filed, and the pending application does not claim that any 
evidence which was offered at the hearings was improperly refused, nor is 
additional evidence now offered ; 

(b) Said application for rehearing states that footnote 14 in the Com- 
mission’s opinion, supra, p. 39, (incorporated as a part of the determination 
and order complained of) is correct ; 

Upon the record before it the Commission finds that: 

(1) It is appropriate to correct and revise the language in said footnote and 
to otherwise dispose of said application as hereinafter provided ; 

(2) The issues now raised by the pending application were previously raised 
by declarant at considerable length either in the hearings or briefs and were 
considered by the Commission and no suffiicient reason is now advanced for re- 
opening the proceedings with respect to the findings, determination, and order 
of March 28, 1944, in the above-entitled cause; 

It is ordered that: 

(A) Footnote 14 on p. 39, in the Commission’s opinion, supra, be and it is 
hereby corrected to read as follows: 

“Testimony was offered by declarant indicating the method of its proposed 
operation, and the Commission knows from its experience in analyzing the 
operation of similar plants in this and other public utility systems that there 
are other methods of operation which may be followed. 

(B) The application for rehearing, reconsideration, and reversal of the 
Commission’s determination and order of March 28, 1944, be and it is hereby 
denied. 


Order issuing certificate of public convenience and necessity 


Manufacturers Gas Company 
(Docket No. G-—505) 
June 7, 1944 


It appears to the Commission that: 

(a) On November 11, 1948, Manufacturers Gas Company (applicant) filed 
an application seeking a certificate of public convenience and necessity pur- 
suant to section 7 of the Natural Gas Act, as amended, to authorize the sale 
of natural gas by applicant to its affiliate, The Keystone Gas Company. Inc. 
(Keystone), a New York Corporation, for resale in the town of Carrollton, 
and the village of Limestone in the State of New York, and to construct and 
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operate a metering and regulating station at the Pennsylvania-New York 
State line to be used in connection with making such sales; 

(b) The application in docket No. G-505 was set for public hearing by order 
dated November 23, 1948, and appropriate notice thereof was duly given, in- 
cluding publication of such order in the Federal Register on November 26, 
1943, Volume 8, page 16088, and transmittal thereof to the regulatory Com- 
missions of Pennsylvania, West Virginia, Ohio and New York, and to the 
Governors of each of said States. Such public hearing was held in Pittsburgh, 
Pennsylvania, on December 8 and 10, 1943. No protest to the application has 
been received ; 

(c) Applicant has been engaged for many years in the sale of natural gas 
in the States of Pennsylvania and New York, and now proposes to sell its 
properties located in New York State to Keystone. Such properties consist 
of facilities used for the sale of natural gas to approximately 236 domestic 
and commercial consumers in the town of Carrollton and the village of Lime- 
stone, Cattaraugus County, New York. By letters of May 2 and 23, 1944, 
applicant advised that it has obtained approval of the Public Utility Commis- 
sion of Pennsylvania and the New York Public Service Commission for the 
sale to Keystone of such facilities ; 

(d) Upon the consummation of the sale of applicant’s facilities to Keystone, 
the latter proposes to purchase from applicant at the Pennsylvania-New York 
State line, all the natural gas which Keystone shall require for supplying the 
regular requirements of the consumers in and about Carrollton and Lime- 
stone, pursuant to a proposed agreement submitted as Exhibit No. 3 to the 
application ; 

(e) The rate proposed to be charged by applicant to Keystone for such 
natural gas is 43 cents per M.c.f., the same rate being paid by Keystone for 
natural gas which it purchases for distribution in other communities in New 
York; 

(f) In order for Keystone to carry on the business of selling natural gas 
to the consumers in Carrollton and Limestone, heretofore conducted by appli- 
eant in the State of New York, it is necessary for Keystone to purchase natural 
gas from applicant; 

(g) The applicant also requests that, if the Commission approves the appli- 
cation Jn the Matter of The Manufacturers Light and Heat Company, et al., 
docket No. G—508, filed by the applicant and certain affiliates, seeking, in 
part, authority to acquire facilities through the merger or consolidation of 
the applicants into a single company, the Commission then consider the appli- 
cation in docket No. G—-505 to be the application of the new The Manufacturers 
Light and Heat Company resulting from such merger or consolidation ; 

The Commission, having considered the application and the record thereon 
with respect to the matters involved and the issues presented, finds that: 

(1) Applicant is a corporation organized and existing under the laws of 
Pennsylvania, and has its principal place of business in Pittsburgh, Penn- 
sylvania ; 

(2) Applicant owns and operates, among other facilities, a natural-gas trans- 
mission pipeline system located in northwestern Pennsylvania by means of 
which applicant transports and delivers natural gas to the Home Gas Com- 
pany at the Pennsylvania-New York State line for transportation and sale 
for resale for ultimate public consumption in New York. Upon the consumma- 
tion of applicant’s proposed sale to Keystone of its facilities located in New 
York, applicant will sell natural gas to Keystone at the Pennsylyania-New 
York State line for resale by the latter in New York; 
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(3) Applicant is engaged in the transportation of natural gas in interstate 
commerce, proposes to engage in the sale in interstate commerce of natural 
gas for resale for ultimate public consumption, and is a natural-gas company 
within the meaning of the Natural Gas Act; 

(4) The proposed construction and operation of the facilities and the pro- 
posed sale of natural gas referred to in paragraph (a), above, are subject to 
the requirements of section 7 of the Natural Gas Act, as amended; 

(5) Applicant is able and willing properly to do the acts and perform the 
service proposed and to conform to the provisions of the Natural Gas Act, as 
amended, and the requirements, rules and regulations of the Commission 
thereunder ; 

(6) The proposed construction and operation of facilities, and the proposed 
sale of natural gas by applicant are and will be required by the present and 
future public convenience and necessity, and a certificate therefor should be 
granted as hereinafter ordered and conditioned ; 

(7) The application, insofar as it seeks authority for the new The Manu- 
facturers Light and Heat Company to construct and operate the facilities here- 
inabove described and to make the proposed sale of natural gas to Keystone, 
should be dismissed without prejudice, since such proposed new corporation 
is not yet in being, and therefore, is not a qualified applicant within the mean- 
ing of section 7(e) of the Natural Gas Act; 

Wherefore, the Commission orders that: 

(A) A certificate of public convenience and necessity be and it is hereby 
issued authorizing applicant to construct and operate the proposed facilities 
referred to in paragraph (a) above, and more fully described in its applica- 
tion and exhibits appended thereto, subject to the jurisdiction of the Com- 
mission, and sell natural gas to Keystone, upon the terms and conditions of 
this order ; 

(B) Applicant shall complete the construction of the facilities and con- 
mence the sale and delivery of natural gas herein authorized on or before 
September 1, 1944; 

(C) Applicant shall report to the Commission in writing, under oath, the 
dates on which construction of the facilities herein authorized was commenced 
and completed and the date such facilities were put into operation ; 

(D) This certificate shall not be transferable and is without prejudice to 
the authority of this Commission or any other regulatory body with respect 
to rates, service, accounts, valuation, estimate or determination of cost, or 
any other matter whatsoever now pending or which may come before this 
Commission or other regulatory body, and nothing herein shall be construed as 
an acquiescence by this Commission in any estimate or determination of cost 
or any valuation of property claimed or asserted ; 

(E) Nothing herein is to be construed as affecting in any manner the deter- 
mination of the service area of applicant under section 7(f) of the Natural 
Gas Act; 

(F) This certificate shall be effective as long as applicant continues the 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act, as amended, and any pertinent rules, regulations, or orders hereto- 
fore or hereafter issued by the Commission ; 

(G) This order is without prejudice to the preceeding now pending before 
the Commission styled, Jn the Matter of The Manufacturers Light and Heat 
Company, et al., docket No. G-508 ; 

(H) The application, insofar as it seeks authority for the new The Manu- 
facturers Light and Heat Company to construct and operate the facilities 
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hereinabove described and to make the proposed sale of natural gas to Key- 
stone, be and the same is hereby dismissed without prejudice ; 

(1) Appropriate evidence of the issuance of this certificate shall be furnished 
to applicant. 


Order denying applications for eremptions from payment of annual 
charges and waiving penalties 


Platte Valley Public Power and Irrigation District 
(Project No. 1835) 
June 7, 1944 


Upon applications filed May 8, 1944, by Platte Valley Public Power and 
Irrigation District, licensee for project No. 1835, for exemption from payment 
of any annual charges due under the license for the years 1941, 1942, and 1943, 
because the licensee itself is a nonprofit organization, the power was sold to 
other nonprofit organizations for resale to the public, and all of the power 
generated by the project was sold to the public without profit ; and 

It appearing that: 

(a) Platte Valley Public Power and Irrigation District, Loup River Public 
Power District, licensee for project No. 1256, and Central Nebraska Public 
Power and Irrigation District, licensee for project No. 1417, jointly distribute 
most of the electric energy generated at each licensed project through the 
Nebraska Public Power System, the energy from the three projects being inter- 
mingled, and the System also disposing of power from other power plants; 

(b) The revenues from energy generated by project No. 1835 cannot be pre- 
cisely determined as distribution of the combined revenues is based on operat- 
ing budget and funded debt percentages relating to the three Districts; 

(c) The income statements submitted by licensee in support of its applica- 
tions for exemption show that it had a net income for 1941 of $31,514.23; for 
1942 of $56,342.68, and for 1943 of $110,161.12; 

(d) The applications for exemption were not filed until May 8, 1944, although 
under the terms of the Commission’s order of March 7, 1944, they should have 
been filed not later than May 5; 

The Commission having considered the applications and information sub- 
mitted by the licensee in support thereof finds that: 

(1) The licensee is a municipality within the definition of section 3(7) of 
the Federal Power Act, and is entitled to claim exemption from payment of 
annual charges under section 10(e) of the Act; 

(2) The licensee has shown that it made a profit on the sale of the power 
from the licensed project during each of the three years in question and there- 
fore has not shown that it is entitled to exemption from payment of annual 
charges for any of the three years in question ; 

(3) It is not inconsistent with the public interest to waive any penalties 
arising by reason of delay irf filing the application for exemption; 

It is ordered that: 

(A) The applications for exemption from payment of annual charges for 
project No. 1835 for the years 1941, 1942, and 1943 be and they are hereby 
denied; and the annual charges in the amounts of $1,836.53, $1,664.45, and 
$3,015.38, respectively, shall be paid to the Commission within 30 days from 
the date of receipt of a copy of this order ; 

(B) Payment of any penalties arising out of the licensee’s delay in filing 
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the applications for exemption is hereby waived, provided payment of annual 
charges is made as above ordered. 








Order dismissing application for certificate of public convenience and necessity 


Memphis Natural Gas Company 






(Docket No. G-522) 
June 10, 1944 


Upon consideration of the application of Memphis Natural Gas Company 
(applicant), a Delaware corporation having its principal place of business in 
Memphis, Tennessee, filed January 31, 1944, for a certificate of public conven- 
ience and necessity pursuant to section 7 of the Natural Gas Act, as amended, 
to authorize the construction and operation of certain facilities for the trans- 
portation and sale of natural gas, subject to the jurisdiction of the Commis- 
sion, hereinafter described ; 

It appears to the Commission that: 

(a) This matter was set for public hearing by order dated March 4, 1944, 
and appropriate notice thereof was duly given, including publication of such 
order in the Federal Register on March 7, 1944, at page 2572, and transmission 
thereof by registered mail to the regulatory commissions of the States of 
Louisiana, Arkansas, Mississippi, and Tennessee ; 

(b) The State of Tennessee, Memphis Light, Gas and Water Division of 
the City of Memphis, Tennessee, and West Tennessee Gas Company of Jack- 
son, Tennessee, were permitted to intervene in support of the application. The 
Public Service Commission of Louisiana, Department of Conservation of the 
State of Louisiana, National Coal Association, United Mine Workers of Amer- 
ica, and four railroad labor brotherhoods were permitted to intervene in op- 
position to the application ; 

(c) A public hearing in this matter was held in Washington, D. C., com- 
mencing March 15, 1944. On April 17, 1944, the matter was submitted to the 
Commission after oral argument before the Trial Examiner ; 

(d) Applicant owns and operates, among other facilities, a partially looped 
18-inch O.D. natural gas transmission pipe line extending from the Monroe 
gas field in Louisiana, across the Louisiana-Arkansas State line and through 
Arkansas, across the Arkansas-Mississippi State line and through Mississippi, 
and across the Mississippi-Tennessee State line into western Tennessee, by 
means of which applicant transports natural gas from the Monroe gas field 
through or into such States and sells such gas for resale for ultimate public 
consumption for domestic, commercial, industrial or other use in Louisiana, 
Arkansas, Mississippi and Tennessee ; 

(e) The facilities which applicant proposes in its application to construct 
and operate consist of three 18-inch O.D. lines, aggregating approximately 
6114 miles in length, paralleling the unlooped portions of its existing 18-inch 
O. D. natural-gas transmission pipe line in Chicot County, Arkansas, and 
Bolivar, Coahoma and Tunica Counties, Mississippi, as more fully described 
in the application. Such facilities are proposed to be operated as integral 
parts of applicant’s existing pipeline system and would increase the capacity 
thereof by 21 million cubic feet per day, 19 million cubic feet of which is pro- 
posed to be made available to Memphis Light, Gas and Water Division. The 
applicant’s total system delivery capacity would be 155 million cubic feet per 
day upon the installation of the proposed facilities ; 
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(f) Applieant’s natural gas supply is produced in the Monroe gas field in 
Louisiana. Such supply is purchased by applicant from Southwest Gas Pro- 
ducing Company, Inc., and United Gas Pipe “Line Company, at applicant’s 
Guthrie compressor station in Ouachita Parish, Louisiana. In 1943, applicant 
purchased approximately 17 billion cubic feet from United Gas Pipe Line Com- 
pany and approximately 12 billion cubic feet from Southwest Gas Producing 
Company, Ine. In the future, applicant contemplates taking approximately 17 
billion cubic feet per year from United and the balance of its natural-gas re- 
quirements from Southwest ; 

(g) The Director of the Division of Minerals of the Department of Con- 
servation of the State of Louisiana testified that the remaining recoverable 
natural gas reserves in the Monroe gas field are approximately 2.1 trillion 
cubic feet, a supply of approximately 8 years at the rate of production which 
prevailed in January 1944; that gas is now being withdrawn from the Monroe 
gas field at “too rapid a rate,” and that the production therein should be cur- 
tailed as a matter of sound conservation, in order to insure the maximum 
ultimate gas recovery therefrom ; 

(h) Applicant has no firm assurance from either Southwest Gas Producing 
Company, Inc. or United Gas Pipe Line Company, of their ability to supply 
additional volumes of natural gas from the Monroe Field, and, therefore, ap- 
plicant proposes to augment its supply by obtaining gas from other fields in 
Louisiana. For such purpose, Southwest has entered into a gas purchase con- 
tract dated August 1, 1942, with Big West Drilling Company to obtain a supply 
of gas from the North Lisbon field for delivery to applicant by means of a 
new pipe line approximately 48%4 miles in length proposed to be constructed 
to that field. In addition, Southwest, all of whose acreage is in effect dedi- 
eated to its gas sales contract with applicant, has obtained leases on approxi- 
mately 9,953 acres in the Dubach and Causey areas, in Lincoln Parish, 
Louisiana, for the purpose of prospecting for additional gas supplies; 

(i) Big West has dedicated approximately 6,000 acres, which it owns and 
controls in the North Lisbon Field, to a gas sales contract with Southwest, 
subject however to a prior contract of June 5, 1942, under which Big West 
is required to first supply to Arkansas Louisiana Gas Company the natural 
gas requirements of the Ozark Ordnance Works of the United States of 
America, near El Dorado, Arkansas, in the amount of approximately 30 million 
cubic feet per day. In addition to complying with such prior contract, Big 
West can supply from its existing wells approximately 10 million cubic feet 
of natural gas per day to Southwest for resale to applicant. On March 14, 
1944, Big West was authorized by the Petroleum Administration for War to 
drill three additional wells in the North Lisbon field and to deepen one of its 
present producing wells in order to be able to supply an average of 25 million 
cubic feet of natural gas per day to Southwest, effective November 1, 1944; 

(j) The estimated natural-gas reserves in the North Lisbon field controlled 
by Big West are 138,773,000,000 cubic feet, which are equivalent to approxi- 
mately 9 years’ supply of natural gas based upon withdrawals at the rate of 
40 million cubic feet of natural gas per day. Neither the Dubach nor Causey 
areas are considered proven gas fields at this time; 

(k) An analysis of Exhibit 3 in the record shows that the ultimate con- 


sumption of the gas sold by the applicant to its customers in 1943 and esti- 
mated to be sold in 1944 is as follows: 


1See pending application In the Matter of Memphis Natural Gas Company, docket No. 
G-549. 
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GRGRIOIE tis. 3 Ste iienk~ <ihass~ sues 5,570,586 6,362,800 19.3 20.2 
ae are Ei cad 3,642,592 4,184,000 12.6 13.3 
SGU inetéiin de ncvimdaebddba | | 
eee SSE eee 12,789,724 14,668,000 44.3 46.6 
Steam generation in combination with 
other industrial uses__.__..._.___~~- 1,996,213 2,020,000 6.9 6.4 
Other industrial uses__.....__._.____~ 3,812,680 3,235,000 13.2 10.3 
ES CN cc retcsccerenesees tne 18,598,617 19,923,000 | 64.4 63.3 
Unaccounted for and losses__........--~- 1,072,433 1,030,200 3.7 3.2 


Total consumption___________ ~~ 28,884,228 | ~ 31,500,000 100.0 | 100.0 
| 


(lt) The present delivery capacity of applicant’s existing facilities is 134 
million cubic feet of natural gas per day. In addition, Memphis Light, Gas 
and Water Division has manufactured gas capacity to deliver approximately 
5 million cubic feet per day of gas of about the same heating value as natural 
gas and holder capacity sufficient to provide for deliveries of approximately 2 
million cubic feet of natural gas per day for a two day period, which, together 
with the 134 million cubic feet of natural gas from applicant’s existing facili- 
ties, makes a total of 141 million cubic feet of gas available to meet the peak 
day requirements of applicant’s customers ; 

(m) The total capacity of standby-fuel equipment on the premises of cer- 
tain industrial customers of Memphis Light, Gas and Water Division and 
Mississippi Power and Light Company is equivalent to approximately 26 mil- 
lion cubic feet of natural gas per day, which, together with the above 141 
million cubic feet of gas, makes a total of 167 million cubic feet of natural 
gas or its equivalent available to consumers served from the applicant’s sys- 
tem on peak days; 

(n) The total demand of consumers served from applicant’s system on De- 
cember 16, 1948, the most recent peak day (when the mean temperature at 
Memphis was 22° Fahrenheit) was approximately 139,543,000 cubic feet, and 
was estimated to be as follows by classes of ultimate consumption : 


Estimated 
Class of consumption peak da 


Percent of 
total peak 
(cubic feet) day demand 











I ici ihtdtiltinith vith bitin eh teshitisantpphleteh inc bitin Litesdebirnsth | 54,142,000 38.8 
ic aa da cecal blinds tn tn ar tees hain as mime 30,334,000 21.7 
ake i UR Oi Oe ST ds ie a 
tii aiid nae Etna eatin centinesdahecl 29,343,000 21.0 
Steam generation in combination with other 
SENG MORN ccnti ng Sse ike La delocuds< | 7,173,000 5.2 
OU IT i Sa cad 13,529,000 9.7 
SE css cccecace nn mcoesie sonnseniniaees 50,045,000 35.9 
Unaccounted for and losses._........-._..--------.--. 5,022,000 3.6 
100.0 


NN I ao ccc SE errnhn Meni dip nhbinee een 139,543,000 


The above peak day demand was approximately 27 million cubic feet less than 
the total 167 million cubic feet of natural gas or its equivalent available to such 
customers on that day, without the proposed new facilities ; 

(o) The total estimated demand of applicant’s customers for the peak day 
of the winter of 1944-1945 (at an assumed mean temperature of 10° Fahrenheit) 
is 164,637,000 cubic feet or 25,094,000 cubic feet more than the 1943—1944 system 
peak day. The estimated demand for the peak day of the winter of 1944-1945 
is 2,563,000 cubic feet less than the total of 167 million cubic feet of natural 
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gas, or its equivalent available to customers served from the applicant’s system, 
without the proposed new facilities ; im 

(p) Of the applicant’s present total delivery capacity, 105 million cubic feet 
per day is available to Memphis Light, Gas and Water Division which supplies 
gas to the City of Memphis and environs. In addition, as set forth in (1), above, 
Memphis Light, Gas and Water Division has manufactured gas capacity to de- 
liver approximately 5 million cubic feet per day of gas of about the same heat- 
ing value as natural gas, and holder capacity sufficient to provide for deliveries 
of approximately 2 million cubic feet of natural gas per day for a two day 
period, resulting in a total of approximately 112 million cubic feet of gas avail- 
able to meet peak day requirements of the Division. The total capacity of 
standby-fuel equipment on the premises of certain industrial customers of 
Memphis Light, Gas and Water Division is equivalent to approximately 25 
million cubic feet of natural gas per day, which, together with the above 112 
million cubic feet of gas, makes a total of 137 million cubic feet of natural gas 
or its equivalent available to customers of the Division on peak days; 

(q) The total demand of the customers of Memphis Light, Gas and Water 
Division on December 16, 1943, the most recent peak day (when the mean 
temperature was 22° Fahrenheit), was approximately 107 million cubic feet, 
or 30 million cubic feet less than the total 137 million cubic feet of natural 
gas or its equivalent available to such customers on that day; 

(r) The total estimated demand of the customers of the Memphis Light, 
Gas and Water Division for the peak day of the winter of 1944-1945 (at an 
assumed mean temperature 10° Fahrenheit) is 134 million cubic feet of gas. 
Such estimate reflects anticipated demands of new customers i.ocluding a num- 
ber proposed to be converted from the use of other available fuels to natural 
gas for boiler fuel purposes, and is 3 million cubic feet less than the 137 mil- 
lion cubic feet of natural gas or its equivalent available to customers of the 
Division on that day ; 

The Commission, having considered the application, as supplemented, and 
the entire record including oral argument thereon with respect to the matters 
involved and the issues presented, finds that: 

(1) Applicant is engaged in the transportation and sale for resale of natu- 
ral gas in interstate commerce for ultimate public consumption and, therefore, 
is a natural-gas company within the meaning of the Natural Gas Act, as here- 
tofore found by the Commission by order entered September 9, 1942, In the 
Matter of Memphis Natural Gas Company, docket No. G-315, 3 F. P. C. 812; 

(2) The facilities sought to be constructed and operated by applicant, re- 
ferred to in paragraph (e), above, are proposed to be used in the transporta- 
tion and sale of natural gas, subject to the jurisdiction of the Commission, as 
integral parts of applicant’s existing pipe line system, and are subject to the 
requirements of subsections (c) and (e) of section 7 of the Natural Gas Act, 
as amended ; 

(3) In view of the limited natural gas reserves shown by the record to be 
available to applicant, their present rapid rate of depletion, and the effect 
of excessive rates of withdrawal on the ultimate recovery of gas therefrom, 
it is necessary and appropriate in the public interest that such natural gas 
resources be conserved in so far as possible for domestic, commercial and 
superior industrial uses ; 

(4) The record does not contain a sufficient showing that the proposed con- 
struction and operation are or will be required by the present or future public 
convenience and necessity ; 
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(5) Dismissal of the instant application, without prejudice, is appropriate 
in the public interest ; 

Wherefore, the Commission orders that: 

The application of Memphis Natural Gas Company for a certificate of pub- 
lie convenience and necessity be and it is hereby dismissed without prejudice. 


Order dismissing application for licenses and petition for 
retention of jurisdiction 


Utah Power & Light Company, The Montana Power Company, 
and Idaho Pawer Company 
(Projects Nos. 1789, 1801, 1804) 
June 13, 1944 


Upon consideration of applications for licenses filed in 1940 and petition filed 
March 29, 1941, by Utah Power & Light Company, The Montana Power Com- 
pany, and Idaho Power Company for retention by this Commission of juris- 
diction over transmission line projects Nos. 1789, 1801, and 1804; and 

It appearing to the Commission that: 

(a) The three lines covered by the appNMcations constitute one continuous 
161-kv primary transmission line from Grace, Idaho, to Anaconda, Montana, 
approximately 273 miles long and crossing lands of the United States in sev- 
eral places; the line transmits energy from the unlicensed Grace hydroelectric 
power plant of the Utah Power & Light Company and other steam and hydro- 
electric power plants in that region and energy from the Kerr or Flathead 
hydroelectric power project of The Montana Power Company, operated under 
license from this Commission as project No. 5, and other plants in the latter 
company’s system ; 

(6b) Information supplied by the applicants since the applications were filed 
shows that the Anaconda substation at the upper end of the line is both a 
high tension and a low tension distribution center, and the Grace-Anaconda 
line functions as a component part of an interconnected primary transmission 
system rather than as an extension of the Kerr-Missoula-Anaconda line; that 
by means of the Grace-Anaconda line the Utah Power & Light Company and 
the Idaho Power Company systems have been brought into the Pacific North- 
west interconnected system and by reason of the integration and economies 
so effected it has been possible for the companies involved to decrease the re- 
serve requirements to be supplied from their own systems ; 

Upon examination of the sources of the energy transmitted over and the 
functions served by the Grace-Anaconda line from information presently avail- 
able, the Commission finds that: 

(1) Operations over the Grace-Anaconda line between the systems of the 
three applicants result from generating capacity and power requirements on 
the system as a whole, and the surplus of energy which has been available in 
The Montana Power Company’s system cannot be related solely to any one 
particular plant nor can the functions of the line be related solely to any one 
particular plant at the southern end of the line; 

(2) The Grace Anaconda line functions primarily as a component part of 
an interconnected primary transmission system and not as a primary line 
within the definition in section 3(11) of the Federal Power Act ; 
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(3) The Grace-Anaconda line is not within the licensing authority of the 
Commission, and the applications for licenses-and petition for retention of 
jurisdiction should be dismissed without prejudice ; 

It is ordered that: 

The pending applications for. licenses for transmission line projects Nos. 
1789, 1801, and 1804 and the petition for retention of -jurisdiction over such 
lines be and they are hereby dismissed; provided that nothing herein shall be 
construed as affecting the authority of the Commission over any matter other 
than the licensing of said lines under section 4(e) of the Act as limited by 
the definnition of “project” in section 3(11) thereof. 


Order approving disposition of amounts classified in Account 100.5, electric 
plant acquisition adjustments, and Account 107, electric plant adjustments 


The Empire District Electric Company 
(Docket No. IT-5746) 
June 13, 1944 


It appearing to the Commission that: 

(a) On June 28, 1940, The Empire District Electric Company, Joplin, Mis- 
souri (hereinafter sometimes referred to as Empire), filed its reclassification 
and original cost studies of electric plant as of January 1, 1937, pursuant ‘to 
the requirements of electric plant accounts instruction 2—D of the Commission’s 
Uniform System of Accounts and the order of May 11, 1937, pertaining thereto; 

(b) A joint field examination of Empire studies was made by the staff of 
this Commission and the staff of the Public Service Commission of the State 
of Missouri ; 

(c) As a result of the examination, a joint report was prepared by the 
Commission staffs and on November 18, 1941, the Commission issued an order 
to show cause, docket No. IT-5746, serving therewith the joint staffs’ report; 

(d) On July 2, 1942, permission was granted to Empire permitting addi- 
tional studies ; 

(e) On August 2, 1943, Empire filed revised reclassification and original cost 
studies superseding its filing of June 28, 1940; 

(f) Subsequently, a further field examination was made by the Commission’s 
staff for the purpose of verifying the revised studies and thereafter conferences 
were held between representatives of the company and the staff of the Com- 
mission with respect to adjustments proposed by the staff; 

(g) As a result of these conferences Empire, on November 26, 1943, filed re- 
vised reclassification and original cost studies as of January 1, 1987, in which 
it classified $684,387.00 in Account 100.5, electric plant acquisition adjustments, 
and $8,166,386.04 in Account 107, electric plant adjustments, of which $1,448,- 
957.07 has previously been disposed of" ; 

(hk) Empire has proposed the following disposition of the amounts classified 
in Account 100.5: 


1During 1938, pursuant to an order of the Missouri Public Service Commission, Em- 
pire disposed of a write-up in the amount of $1,448,957.07 which arose at the organiza- 
tion of the company in 1909 through an issue of securities. This disposition was effected 
through the surrender by Cities Service Power & Light Company of 10,571 shares of Em- 
pire’s common stock and through the utilization of available capital surplus. Amounts 
remaining in Account 107 to be disposed of aggregate $6,717,428.97. 
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Particulars Amount 


Account 100.5, electric plant acquisition adjustments 


(Representing the excess of acquisition cost over original cost of ac- 
quired property) 
Amortization, through Account 505, by equal annual charges over a 
period of 15 years commencing with the calendar year 1943 $684,387.00 


(i) Empire has proposed the following disposition of the amounts classified 
in Account 107: 





Particulars 


Account 107, electric plant adjustments 


To Account 131, materials and eapption, representing materials and 
supplies included in the cost of substation equipment 
To Account 140, unamortized debt discount and expense, representing 
discount on bonds sold to finance the construction of the Ozark a 
Beach hydraulic plant 54,687.50 
To Account 150, discount on capital stock, representing preferred 
stock discount ($647,407.50) and common stock discount . ($657,- 
318.75) in connection with sales of company securities during the tae oa 
year 1909 $1,304,726.25 
To Account 151, capital stock expense, representing cost of selling phe 
preferred stock 290,235.43 
To Account 250, reserve for depreciation of electric plant, repre- 
senting : : 
Write-up credited to depreciation: reserve in connection with the 
organization of Ozark Power and Water Company_-_-_$73,182.02 
Adjustment for recorded and unrecorded retirements__240,201.71 313,383.73 
To Account 265, contributions in aid of construction, representing con- a igi 
tributions erroneously included in plant accounts (5,732.50) 
To Account 270, capital surplus, representing write-ups recorded bs 
through issues of securities for properties acquired 3,704,096.44 
To Account 271, earned surplus: 
Bond discount capitalized on retired issues__._._.______-_ 769,237.50 
Affiliated company profit represented by fees paid to Delta Con- 
struction Company 248,824.28 
Other erroneous charges and credits to plant account (net) 
34,998.79 1,053,060.57 


~ 6,717,428.97 





(j) The report of the staff discloses that a determination of the profits in- 
cluded in the fees paid by Empire to Henry L. Doherty & Company, an affiliate, 
and reflected in the electric plant accounts of Empire, was beyond the scope 
of the examination, and that Empire has not made such a determination ; 

(k) The Public Service Commission of the State of Missouri has indicated 


that it concurs in the proposed disposition of the adjustments to Empire’s 
plant accounts ; 


The Commission finds that: 

(1) Under the circumstances here presented, the proposed disposition by 
Empire of the amounts classified in Accounts 100.5 and 107, as herein de- 
scribed in paragraphs (h) and (i) is reasonable and appropriate for the pur- 
poses of the Act, provided that amortization of the $684,387.00 classified in 
Account 100.5 is made by charges to Account 537, miscellaneous amortization ; 

(2) The determination of the profits included in the fees paid by Empire 
to Henry L. Doherty & Company, an affiliate, and reflected in the electric 
plant accounts of Empire should be made the subject of a separate investiga- 
tion ; 

The Commission orders that: 

(A) Empire dispose of $684,387.00 classified in Account 100.5 by equal an- 
nual charges over a period of 15 years beginning with the calendar year 1948 
to Account 537, miscellaneous amortization ; 
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(B) Empire dispose of $6,717,428.97 classified in Account 107 in the manner 
described in paragraph (g) hereof; + 

(C) Empire submit, within 90 days from the date of this order, certified 
copies of entries giving effect to the disposition of the amount classified in 
Account 107 as herein approved and directed ; 

(D) Empire submit within 30 days after the close of each year, beginning 
with the year 1944, certified copies of the entries giving effect to the amortiza- 
tion of the amount classified in Account 100.5, as herein approved and directed ; 

(E) The determination of the profits in the fees paid to Henry L. Doherty 
& Company by Empire, and the disposition thereof, be and it hereby is re- 
served for further consideration ; 

(F) The provisions of this order are not to be construed as dispensing with 
the necessity for full compliance with the requirements of the Public Utility 
Holding Company Act of 1935 and the rules, regulations and orders issued by 
the Securities and Exchange Commission. 


Determination, and order for emergency see of interconnections 
Texas Power & Light Company 
(Docket No. IT-5890) 
June 14, 1944 


Texas Power & Light Company filed an application on May 9, 1944, for Com- 
mission approval of the maintenance of certain permanent interconnections in 
Texas with Southwestern Power Administration, Southwestern Gas & Electric 
Company, and possibly others, for emergency use only, pursuant to section 202 
(d) of the Federal Power Act; 

From the application, and other pertinent material in the records and files of 
the Commission, it appears that: 

(a) Texas Power & Light Company (“Texas Power”) is a Texas corporation 
having its principal office in Dallas, Texas, and engaged in the generation, 
transmission, distribution, and sale of electric energy in northeastern Texas; 

(b) Southwestern Power Administration (“Power Administration”) is an 
agency of the United States having its principal office in Tulsa, Oklahoma, and 
established in the Department of the Interior by Order No. 1865 of the Secre- 
tary of the Interior dated August 31, 1948 (8 Fed. Reg. 12142), to execute the 
purposes of Executive Order No. 9853 of June 19, 1948 (8 Fed. Reg. 8587) and 
Executive Order 93866 of July 30, 1943 (8 Fed. Reg. 10699), as supplemented by 
Executive Order No. 9873 of August 30, 1943 (8 Fed. Reg. 12001), with respect 
to the disposition of electric power from the Denison Dam Project and the 
Norfork Dam Project and the operation and disposition of power from the 
Grand River Dam Project; 

(c) Southwestern Gas & Electric Company (“Southwestern Gas”) is a Dela- 
ware corporation having its principal office in Shreveport, Louisiana, and en- 
gaged in the generation, transmission, distribution, and sale of electric energy 
in northeastern Texas, northwestern Louisiana, and southwestern Arkansas; 

(d) To permit delivery of electric power and energy generated at the Deni- 
son Dam Project to Texas Power, pursuant to a power sales agreement dated 
May 3, 1944, between Texas Power and Power Administration, the latter pro- 
poses to make available a 138-kilovolt emergency interconnection, now nearing 
completion, between the Denison Dam Project and the Payne substation of 
Texas Power near Sherman, Texas, a distance of approximately 15 miles. 


479357—46—42 
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Texas Power proposes to interconnect its facilities at the Payne substation 
with such line of Power Administration, which in turn will be interconnected 
with a transmission line into Oklahoma, over which interconnection electric 
energy may be transmitted from that State into the system of Texas Power 
and other interconnected systems in Texas ; 

(e) To permit delivery of electric power and energy from either the Norfork 
Dam Project or Grand River Dam Project, in substitution for electric power 
and energy from Denison Dam Project, according to the aforesaid power sales 
agreement, Texas Power proposes to utilize the existing interconnections be- 
tween its facilities and those of Southwestern Gas near Overton, Texas, and 
possibly other interconnections elsewhere on the Texas Power system, under 
certain specified conditions. Such use would permit delivery, by transmission 
or displacement, of electric.power and energy from Arkansas, Louisiana, Okla- 
homa, and possibly other States, into the system of Texas Power and possibly 
other systems in Texas with which Texas Power is interconnected; 

(f) The use of the existing interconnections between the facilities of Texas 
Power and Southwestern Gas near Overton, Texas, has heretofore been the 
subject of Commission action under section 202(d) of the Act, In the Matter 
of Texas Power & Light Company, docket No. IT-5798, 3 F. P. C. 834, primarily 
for supplying the electric power requirements of the aluminum reduction plant 
of Defense Plant Corporation at Lake Catherine, Arkansas; 

(g) The proposed maintenance of the above-described interconnections, for 
emergency use only, is assertedly necessary in the public interest: 

(i) To provide Texas Power an additional power resource for an area in 
which are located many important war plants and establishments ; 

(ii) To provide for the “Integration of Power System Operation” as directed 
in Order L-94 of the War Production Board ; 

(iii) To provide facilities for supplying any additional or expanded war in- 
dustry plans which may be developed in the area served by Texas Power; 

(iv) To effect a compliance with the provisions of Executive Orders Nos. 
9366 and 9373 by saving critical materials needed in the war effort, and by 
coordinating facilities, to provide a dependable market for a large part of the 
electric power and energy generated at the Denison Dam Project, and to allow 
the benefit thereof to be made available in the manner prescribed in those 
orders ; 

It is further stated that Texas Power customers will continue to be ade- 
quately supplied with electric power and energy, and will not be adversely 
affected by such interconnections ; 

(h) The Commission is requested to issue an order pursuant to section 
202(d) of the Act: 

(i) Authorizing and permitting Texas Power to make such interconnec- 
tions for emergency use and to operate all facilities incidental to the genera- 
tion and transmission of electric energy, as proposed in the application, to 
accomplish the aforesaid purposes, all without Texas Power thereby becoming 
subject to the jurisdiction of the Commission ; 

(ii) Providing that the electric energy transmitted through such intercon- 
nections shall not be deemed transmitted in interstate commerce within the 
meaning of section 201 of the Act; 

(iii) Conditioned so that it will be effective during the continuance of the 
present war, and for six months after the date of cessation of hostilities ; 

(i) The Director, Division of Power, Department of the Interior, has ad- 
vised the Commission by letter dated May 24, 1944, in part: 

“The proposed interconnection ... is necessary to enable delivery of power 
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and energy generated at the Denison Dam Project to Texas Power & Light 
Company pursuant to the Power Sales Agreement dated as of May 3, 1944 be- 
tween that Company and the United States as represented by . . . the South- 
western Power Administration of this Department. . . . The other interconnec- 
tions .. . may be required to be used to deliver to Texas Power & Light Com- 
pany, by means of transmission or displacement, power and energy available 
from the Norfork Dam project or the Grand River Dam Project in substitution 
for that generated at the Denison Dam Project, as permitted by the Power 
Sales Agreement. The statements contained in application, so far as they re- 


late to the Secretary of the Interior and the Southwestern Power Administra- 
tion, are correct. 


The Power Sales Agreement... is a wartime arrangement and is dependent 
for its effectiveness upon the granting of the subject application. . . . I there- 
fore hope that you will approve ... the application . . . if you can do so prop- 


erly under the Federal Power Act.” 

(j) The Director, Office of War Utilities, War Production Board, has advised 
the Commission by letter dated June 3, 1944, in part: 

“The Office of War Utilities believes that full coordination of all major power 
systems in the south central area of the United States will be necessary for 
the duration of the war emergency. Such coordination is required to assure ade- 
quate power supply for war production and essential civilian uses, as well as to 
effect economies in the consumption of critical types of fuel which are being 
used in parts of this area and in adjacent areas electrically interconnected. 
For maximum effect coordination should include the Grand River, Norfork and 
Denison hydroelectric projects and the systems of Texas Power & Light Com- 
pany and Southwestern Gas & Electric Company, all of which are referred to in 
the subject application... . 

The proposed connection at Payne between the system of Texas Power & 
Light Company and the Denison project will facilitate coordinated operations of 
the kind referred to in L-94. 

It is necessary for effective coordination that power be free to flow 
within the limits imposed by good operating practice over all of the various 
interconnections in this south central network of transmission lines.” 

The Commission, upon consideration of the foregoing, finds that: 

(1) Texas Power owns and operates facilities which may not be facilities 
for the transmission and sale at wholesale of electric energy in interstate com- 
merce, and may not be a public utility within the meaning of section 201 of the 
Act; 

(2) Power Administration is an agency of the United States within the 
meaning of section 201 of the Act; 

(3) Southwestern Gas owns and operates facilities which may be facilities 
for the transmission and sale at wholesale of electric energy in interstate com- 
merce, and may be a public utility within the meaning of section 201 of the Act; 

(4) The unusual requirements occasioned by the present state of war are 
causing increased demands for electric energy and critical types of fuel, re- 
strictions on the construction and installation of additional electric generating 
and transmission facilities, and emergencies in the maintenance of an adequate 
supply of electric energy essential to the war effort, necessitating the inter- 
connection and interconnected use of electric facilities, particularly in the 
areas served by Texas Power, Power Administration, Southwestern Gas, and 
interconnected systems ; 

(5) The use of the aforesaid interconnections between the facilities of 
Texas Power and Power Administration at the Payne substation, and between 
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the facilities of Texas Power and Southwestern Gas near Overton, Texas, and 
of possibly other interconnections elsewhere on the system of Texas Power, 
as described herein, is desirable in the public interest to aid in the war effort 
as hereinafter provided and should not affect the status of Texas Power un- 
der the Act ; 

(6) The provisions hereinafter set forth make it unnecessary to pass upon 
other aspects of the application ; 

Wherefore, the Commission determines and orders that: 

(A) The use of the above-described interconnections during the continuance 
of the power sales agreement of May 3, 1944, between Texas Power and Power 
Administration (until July 1, 1949, or until six months after the date of the 
cessation of hostilities in the present war, whichever date is earlier unless 
such agreement is sooner terminated under its terms), shall not affect the 
status of Texas Power under the Federal Power Act; 

(B) This determination and order is expressly limited to the use of the 
above described interconnections as provided herein, and any and all exemp- 
tions granted hereby are expressly limited by the conditions that: 

(i) Under no circumstance shall it be assumed or contended by or on behalf 
of Texas Power that anything done pursuant hereto affects, or shall in any 
way affect, the determination of the status of Texas Power under the Act by 
reason of its operations other than the use of such interconnections pursuant 
hereto ; 

(ii) Such exemption shall terminate and cease to have force or effect on 
July 1, 1949, or six months after the date of the cessation of hostilities in 
the present war, whichever date is earlier, or when the aforesaid power sales 
agreement between Texas Power and Power Administration is sooner termi- 
nated under its terms, unless the Commission shall hereafter extend such 
exemption by further determination and order; 

(C) Texas Power shall promptly file with the Commission two copies of any 
agreements or contracts involving such interconnections which have not hereto- 
fore been so filed, and shall report to the Commission quarterly hereafter the 
amounts of electric energy received and delivered in each direction through 
each of such interconnections during each of the three preceding calendar 
months, as well as such other information as the Commission may from time 
to time require; 

(D) The Commission may hereafter, upon its own motion or upon com- 
plaint, make such investigations as it may deem necessary to ascertain whether 
such interconnections are being used within the limitations of this determina- 
tion and order, and if the Commission finds otherwise, may modify or term- 
inate any or all provisions of this determination and order. 


Order approving rates for sale of electric power and energy 
from Denison Dam Project for a limited period 


Southwestern Power Administration 
(Docket No. IT-5889) 
June 14, 1944 


The Acting Secretary of the Interior submitted, on May 5, 1944, a power 
sales agreement dated May 3, 1944, between Southwestern Power Administra- 
tion and Texas Power & Light Company (Southwestern Power Administration 
rate schedule FPC No. 1), for the sale of electric power and energy produced 
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at the Denison Dam Project on the Red River, Oklahoma-Texas, for approval 
by the Federal Power Commission of the ratéS provided therein, pursuant to 
the provisions of Executive Orders Nos. 9366 and 9373. 

It appears to the Commission that: 

(a) Southwestern Power Administration is an agency of the United States 
established in the Department of the Interior by Order No. 1865 of the Secre- 
tary of the Interior dated August 31, 1943, (8 Fed. Reg. 12142), to execute the 
purposes of Executive Order No. 9353 of June 19, 1943, (8 Fed. Reg. 8587) and 
Executive Order No. 9366 of July 30, 1943, (8 Fed. Reg. 10699), as supplemented 
by Executive Order No. 9373 of August 30, 1943, (8 Fed. Reg. 12001), with re- 
spect to the disposition of electric power from the Denison Dam Project and the 
Norfork Dam Project and the operation and disposition of power from the 
Grand River Dam Project; 

(b) Under Executive Order No. 9873, the Secretary of the Interior, among 
other things, is directed (a) to integrate the power facilities of the Grand 
River, Norfork, and Denison Dam Projects; (b) to interconnect the projects 
with other utility systems in the area and to interchange electric energy with 
and purchase electric energy from such systems; and (c) to sell and dispose 
of electric energy to war plants and establishments, public bodies and coopera- 
tives, and other persons, in that order of preference, at such rates as may be 
approved by the Federal Power Commission ; 

(c) The power plant at the Denison Dam Project is designed primarily for 
operation to provide power capacity, with an initial installation of two gen- 
erating units aggregating 70,000 kilowatts of capacity and an ultimate instal- 
lation of five generating units aggregating 175,000 kilowatts of capacity. 
Appropriate rates for electric power and energy generated at the project should 
accordingly include both demand and energy charges. However, because of 
war restrictions on materials and labor, only one generating unit of 35,000 
kilowatts of capacity has been installed ; 

(d@) The power sales agreement is expressly designed to meet existing war 
emergency conditions without establishing a permanent policy in respect to 
the disposition of electric power and energy of the Government; 

(e) The power sales agreement provides in substance for delivery to the 
company of 30,000 kilowatts of primary power capacity and 10,000,000 kilo- 
watt-hours of primary energy a month and all available secondary energy 
from the Denison Dam Project not otherwise disposed of, reserving 5,000 kilo- 
watts of primary power capacity for sale to customers of Southwestern 
Power Administration in Oklahoma. The agreement also provides that any 
unsold portion of the primary power and energy reserved or recaptured for 
sale to such customers shall be accepted and paid for by the company at pri- 
mary rates; 

(f) Under the terms of the power sales agreement, the company is to pay 
5 mills for primary energy and 2% mills “on-peak” and one mill “off-peak” 
for secondary energy, with a reduction to 2 mills for primary energy under 
certain conditions; and the company is to lower rates to certain classes of 
customers and certain war customers by an amount which the Acting Secre- 
tary of the Interior estimates will reach approximately $400,000 per year; 

(g) The power sales agreement provides that in order to utilize fully all 
available water at the Denison, Norfork, and Grand River Dam Projects, and 
to coordinate fully the operation of such projects, the right of the Government 
is reserved to fulfill its commitments thereunder by delivery, by means of 
transmission or displacement, of electric power and energy into the com- 
pany’s system from either the Norfork or the Grand River Dam Project; 
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(hk) The power sales agreement is to continue in effect until July 1, 1949, 
or until 6 months after the date of the cessation of hostilities in the present 
war, whichever date is earlier, unless sooner terminated under its terms; and 
provides for earlier recapture, after 18 months’ notice, by progressive steps 
of 7,500 kilowatts of capacity and 2,500,000 kilowatt-hours of energy per month 
in any six months’ period up to 15,000 kilowatts of capacity and 5,000,000 
kilowatt-hours of energy per month for sale to customers of Southwestern 
Power Administration in Oklahoma; 

(i) Notice of the terms of the power sales agreement has been given to the 
Governors of Oklahoma and Texas, interested State officials, and the Senators 
and Representatives from Oklahoma and Texas and published in the Federal 
Register on May 18, 1944 (Vol. 9, page 5317) and no objection thereto has 
been filed ; 

The Commission, having considered the above-described power sales agree- 
ment, and the presently available information and data thereon, finds that: 

(1) The power sales agreement provides for the disposal of the electric 
power and energy generated at the Denison Dam Project at rates which, 
although not ordinarily appropriate for this type of project, may, so long as only 
one generating unit is installed, substantially reimburse the Government for 
the annual costs allocable thereto ; 

2) Approval of the proposed rates for not more than the present period 
of the agreement, and, subject to the conditions hereinafter prescribed, will 
not be inconsistent with the public interest ; 

The Commission orders that: 

Pursuant to Executive Order No. 9373, the rates provided in the power sales 
agreement dated May 3, 1944, between Southwestern Power Administration 
and Texas Power & Light Company (Southwestern Power Administration 
rate schedule FPC No. 1) be and they are hereby approved, upon the following 
conditions : 

(i) Such approval is expressly limited to the sale of electric power and 
energy generated by the existing unit of the Denison Dam Project and shall 
terminate when the second unit is installed, but in any event shall not extend 
beyond the present term of the agreement ; 

(ii) The rates and provisions relating thereto, as set forth in the agreement, 
shall not be modified or extended except with the prior approval of the 
Commission ; 

(iii) Nothing herein contained shall be construed as constituting approval 
by the Commission of any provision of the agreement other than the rates 
presently provided therein, or as prejudicing in any way the installation of 
any additional generating unit at said project, or as affecting any action which 
may hereafter be taken by the Commission, in any matter concerning the 
Southwestern Power Administration. 


Order to show cause 
Philadelphia Electric Company 
(Docket No. IT-5898) 
June 16, 1944 


It appearing to the Commission that: 
(a) Under the provisions of electric plant accounts instruction 2-D of the 
Commission’s Uniform System of Accounts Prescribed for Public Utilities and 
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Licensees, effective January 1, 1937, and the Commission’s order of May 11, 
1937, relating thereto, every “public utility,” within the meaning of that term 
as used in the Federal Power Act, is required to complete and file with the 
Commission reclassification and original cost studies of electric plant in ac- 
cordance with the prescribed requirements, together with proposed entries to 
carry out the provisions of such requirements, not later than two years after 
the effective date of the Uniform System of Accounts, i. e., January 1, 1989; 

(b) Philadelphia Electric Company, a corporation organized in 1929 under 
the laws of the Commonwealth of Pennsylvania, and having its principal 
business office in Philadelphia, Pennsylvania, (hereinafter sometimes referred 
to as “company”) owns and operates facilities for the transmission and sale 
at wholesale of electric energy in interstate commerce and is, therefore, such 
a “public utility” and is subject to the aforesaid requirements of this Commis- 
sion’s Uniform System of Accounts ; 

(c) Philadelphia Electric Company was granted extensions of time within 
which to file the required studies and on November 1, 1939, and January 30, 
1940, filed its studies ; 

(d@) The staff of the Commission has conducted an examination at the 
offices of the company in Philadelphia of its filed studies and, as a result, has 
submitted a report entitled “Philadelphia Electric Company, Philadelphia, 
Pennsylvania, Report on the Reclassification and Original Cost Studies of 
Electric Plant as at January 1, 1938” ; 

(e) Philadelphia Electric Company from its organization in 1929 until 
early in 1942, when the stock of the company was distributed to the stock- 
holders of United Gas Improvement Company, was an associated company 
of and controlled by the United Gas Improvement Company ; 

(f) Philadaelphia Electric Company resulted from the consolidation and 
merger of The Philadelphia Electric Company, a Pennsylvania corporation, 
Philadelphia Suburban-Counties Gas & Electric Company, Schwenksville Gas 
Company, Perkiomen Township Gas Company and Lower Frederick Town- 
ship Gas Company, all associated companies and controlled by United Gas 
Improvement Company ; 

(g) The corporate relationships between and history of Philadelphia Elec- 
tric Company and its predecessor companies are set forth in the report of the 
staff ; 

(h) The staff report states that the company has failed to prepare and 
submit proper and acceptable reclassification and original cost studies, in ac- 
cordance with the prescribed, requirements, a summary of deficiencies being 
set forth at pages 43 to 45 of the staff report, as follows: 

(i) The company has failed to submit any information whatsoever, sum- 
marized or in detail, for $12,212,338.26 classified as common utility plant; 

(ii) The company has not complied with the Commission’s order of May 
11, 1987, which requires that for each acquisition of operating units or systems 
there be shown the original cost, the cost to the accounting company, and the 
difference or acquisition adjustment ; 

(iii) The company has not complied with the provisions of electric plant 
instruction 2-B of the Uniform System of Accounts, which provides that it 
is not intended that adjustments be made to record in electric plant accounts 
amounts previously charged to operating expenses in accordance with the 
uniform system of accounts in effect at the time or in accordance with the 
discretion of management as exercised under such uniform system of accounts; 

(iv) The company has reaccounted for interest during construction; 

(v) The company has not complied with the provisions of electric plant 
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instruction 1-F, with the result that many millions of dollars, properly in- 
cludible in Account 107, electric plant adjustments, have been absorbed in 
primary plant accounts through restatement of expenses and the use of hy- 
pothetical overheads and engineering estimates ; 

(vi) The company has failed to identify properly the amount of $7,532,- 
600.20 arbitrarily established in utility plant acquisition adjustments as to 
department, origin, or character. Since filing its studies, the company has 
continually revised this unidentified difference until at October 31, 1948, it has 
been reduced to $6,150,221.96 ; 

(vii) The company has failed to classify properly more than a half million 
dollars of capital stock expense ; 

(viii) The company has erroneously included in Account 301, organization 
account, such amounts as $51,500 paid to its president; $435,309.48 bonus tax 
on capital stock; certain expenses in connection with the acquisition of phy- 
sical properties by purchase, condemnation or lease; and other items originally 
charged to expense; 

(ix) The company has also included in its organization account the organi- 
zation expenses of many predecessor companies no longer in existence; and 
the capital stock accounts of many “franchise” companies which are sub- 
stantially in excess of true organization cost; 

(x) The company has failed to eliminate from plant account, and properly 
classify, associated company construction profits ; 

(xi) The company has failed to utilize books and records of its own and its 
predecessor companies in the determination of original cost, although such 
books and records were and are available; 

(xii) The company has failed to reconcile its reclassification and original 
cost studies with recorded costs ; 

(xiii) The company has failed to reflect any amount in Account 302, 
franchises and consents ; 

(xiv) The company has failed to include in Aceount 107, electric plant 
adjustments, certain unrecorded retirements determined by actual field in- 
ventory ; 

(xv) The company has failed to include in Account 107, electric plant ad- 
justments, many millions of dollars of write-ups by which the plant accounts 
of predecessor companies were inflated through holding company devices; 

(xvi) The company, in its studies, has completely disregarded accounting 
data, its own analyses of fixed capital, the reports of its own public accountants, 
known inventories of property priced at original cost in prior years, and its 
own inventories allegedly priced at original cost ; 

(xvii) The company in many other respects has failed to comply with the 
prévisions of the Uniform System of Accounts and the Commission’s order of 
May 11, 1937, in the preparation of its reclassification and original cost studies; 
and has failed to disclose information required by the Commission’s order, 
although such information was available; 

(i) The staff report states that the company has failed to classify $19,- 
674,723.37 in Account 107, electric plant adjustments, in accordance with the 
prescribed requirements, including the following amounts identified in the 
staff report and summarized at page 147 thereof ; 

(i) $18,453,149.35 representing excess costs reflected in the plant accounts 
of the company and of its predecessors of $18,514,862.90 less a credit adjust- 
ment of $61,713.55, as more fully described at pages 45 to 69, inclusive, of the 
staff report ; 

(ii) $278,482.12 representing a write-up reflected in the plant account of 
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the company created through capitalization of excess over cost of stock and 
of stock issued, as more fully described at pages 69 to 75, inclusive, of the 
staff report ; 

(iii) $948,091.90 representing write-ups reflected in the plant account of the 
company created through capitalization of predecessors’ organization costs, 
capital stock expense, bond discount and expense and other improper charges, 
as more fully described at pages 132 to 137, inclusive, of the staff report: 

(j) The staff report states that the company has failed to classify $12,544,- 
280.82 in Account 108.17,, common utility plant adjustments, in accordance 
with the prescribed requirements, including the following amounts identified 
in the staff report and summarized at page 147 thereof ; 

(i) $8,695,276.67, representing write-ups reflected in the plant account of 
the company created through capitalization in 1910, 1911 and 1913 of capital 
stocks of predecessor companies in excess of actual cost and through the re- 
cording in 1925 of a claimed “fair value,” as more fully described at pages 
75 to 97, inclusive, of the staff report ; 

(ii) $3,361,106, representing write-ups reflected in the plant account of the 
company created through capitalization of excess over cost of capital stock 
of predecessors, as more fully described at pages 97 to 119, inclusive, of the 
staff report ; 

(iii) $101,865.97, representing write-ups reflected in the plant account of the 
company created through capitalization of excess over cost of capital stock 
of predecessors of $374,532.10 less a credit adjustment of $272,666.13 as more 
fully described at pages 120 to 125, inclusive, of the staff report; 

(iv) $386,032.18, representing write-ups reflected in the plant account of 
the company created through capitalization of predecessors’ organization costs, 
eapital stock expense, bond discount and expense and other improper charges, 
as more fully described at pages 132 to 137, inclusive, of the staff report; 

(k) The staff report states that the company has failed to classify $388,- 
586.75 (net) in Account 100.5, electric plant acquisition adjustments, repre- 
senting excess of purchase cost to Philadelphia Electric Company and its as- 
sociated companies over original cost of property, in accordance with ap- 
plicable requirements, as summarized at page 145 and more fully described 
at pages 69 to 119, inclusive, of the staff report ; 

(l) The staff report states that the company has failed to classify $4,498,- 
025.42 (net) in Account 108.15,? common plant acquisition adjustments, repre- 
senting excess of purchase cost to Philadelphia Electric Company, and its as- 
sociated companies, over original cost of property, pertaining to more than 
one utility department, in accordance with applicable requirements, as sum- 
marized at page 145 and more fully described at pages 75 to 131, inclusive, 
of the staff report ; 

(m) The staff in its report, has classified the following amounts as minimum 
amounts includible in the respective accounts: $388,536.75 in Account 100.5, 
electric plant acquisition adjustments; $4,498,025.42 in Account 108.15, common 
utility plant acquisition adjustments; $19,674,723.37 in Account 107, electric 
plant adjustments; and $12,544,280.82 in Account 108.17, common utility plant 
adjustments ; 

(n) The staff, in its report, has reversed the company’s reclassification of 
utility plant, except as to the amount of those excesses, write-ups and other 





1 Account 108.17 and 108.15 are subdivisions of Account 108 and are used in the staff 
report and herein for convenience in designating common utility plant adjustments and 
common utility plant acquisition adjustments. 

2 See footnote No. 1. 
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adjustments which have been established in the plant adjustments and acquisi- 
tion adjustments accounts, as stated above, and restored $277,778,428.46 to 
the company’s account designated utility plant in process of reclassification ; 

(o) The staff, in its report (page 143), recommends that the company be 
required to make proper and acceptable reclassification and original cost 
studies in accordance with the requirements of the Uniform System of Ac- 
counts and the Commission’s order of May 11, 1987, relating thereto, with 
respect to the above mentioned $277,778,428.46 ; 

(p) The staff, in its report (pages 137 to 139 inclusive), recommends that 
the company be required to submit studies disclosing the amount of associated 
companies’ construction profits included in its plant account as of January 1, 
1938 ; 

(q) The staff, in its report (pages 144 to 146 inclusive), recommends that 
the company submit a plan for the disposition of the above amounts of $388,- 
536.75 established in Account 100.5 and $4,498,025.42 established in Account 
108.15 ; 

(r) The staff, in its report (pages 146 to 148 inclusive), recommends that, 
as to the above amounts of $19,674,723.37 established in Acount 107 and $12,- 
544,280.82 established in Account 108.17, the company submit certain specified 
additional studies as set forth in the report, together with a plan for the dis- 
position of the total amount ; 

The Commission orders that: 

(A) The report of the staff referred to in the above paragraph (d) is hereby 
made a part of this order by reference and the Secretary shall serve upon 
Philadelphia Electric Company a-copy thereof with this order ; 

(B) Philadelphia Electric Company, within 90 days from the date of this 
order, furnish and file with the Commission the studies and plans recom- 
mended by the staff in the report, as referred to in the above paragraphs 
(p), (q@) and (r) ; 

(C) Philadelphia Electric Company show cause under oath, if any there 
be, within 90 days from the date of this order, why the Commission should 
not by order determine and direct that : 

(i) Adjusting entries be made by Philadelphia Electric Company establish- 
ing $388,536.75 in Account 100.5, electric plant acquisition adjustments; $4,- 
498,025.42 in Account 108.15, common utility plant acquisition adjustments; 
$19,674,723.37 in Account 107, electric plant adjustments; $12,544,280.82 in 
Account 108.17, common utility plant adjustments ; $277,778,428.46 in the above 
referred to company account, utility plant in process of reclassification; and 
such other adjustment entries as are required in the staff report, all as more 
fully set forth therein ; 

(ii) Philadelphia Electric Company dispose of amounts established in <Ac- 
counts 100.5, electric plant acquisition adjustments; 108.15, common utility 
acquisition adjustments; 107, electric plant adjustments; and 108.17, common 
utility plant adjustments ; 

(iii) Philadelphia Electric Company prepare and submit to this Commission 
revised reclassification and original cost studies respecting the amount of 
$277,778,428.46 established in the company account, utility plant in process of 
reclassification, referred to in the above paragraphs (n) and (oe), in con- 
formity with the requirements of the Commission’s Uniform System of Ac- 
counts and its order of May 11, 1937, relating thereto; 

(D) Philadelphia Electric Company’s response to this order shall be in the 
form of an offer of proof and set forth with particularity the facts upon which 
it relies, and transmit the required studies and plans. 
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Order authorizing abandonment of facilities 
Interstate Natural Gas Company 
(Docket No. G-—531) 

June 21, 1944 


It appears to the Commission that: 

(a) On March 15, 1944, Interstate Natural Gas Company, Inc. (hereinafter 
referred to as applicant) filed an application for authority pursuant to section 
7(b) of the Natural Gas Act to abandon and remove the northern 40,840 feet 
of its 16-inch transmission pipe line extending in a southerly direction from 
Perryville, Ouachita Parish, Louisiana, to a point near Alto, Richland Parish, 
Louisiana, and designated as applicant’s line T—-9; 

(b) Pursuant to the Commission’s order of May 12, 1944, fixing the date of 
hearing on the application, a public hearing was held on May 24, 1944, after 
appropriate notice thereof to all interested parties including publication in the 
Federal Register on May 16, 1944 (Vol. 9, p. 5179), and service by mail on 
the Governor of Louisiana, the Public Service Commission of Louisiana, the 
City of Baton Rouge, the Director of the Office of War Utilities, the City of 
New Orleans, and the Division of Conservation, Department of Minerals of 
the State of Louisiana ; 

The Commission, having considered the application and the record made at 
the public hearing with respect thereto, finds that: 

(1) Applicant, a Delaware corporation having its principal place of business 
at Monroe, Louisiana, is engaged in the transportation and sale of natural 
gas in interstate commerce to other natural gas pipe line companies for resale 
for ultimate public consumption outside of the State of Louisiana ; 

(2) Applicant is a natural gas company within the meaning of the Natural 
Gas Act; . 

(3) The facilities proposed to be abandoned and removed were formerly 
used, for the transportation and sale in interstate commerce of natural gas for 
resale for ultimate public consumption, as integral parts of applicant’s existing 
pipe line system and are subject to the requirements of section 7(b) of the 
Act; 

(4) The applicant is the owner of the 16-inch transmission pipe line known 
as line T-9, which extends from a point of interconnection with applicant’s 
pipe line number F-33-B near Perryville, Louisiana, in a southerly direction 
for a distance of approximately 22 miles to a point of connection With appli- 
eant’s 22-inch main line, T-1, near Alto, Richland Parish, Louisiana; 

(5) Pursuant to the authority of a certificate of convenience and necessity 
issued by this Commission (docket No. G-468) 3 F. P. C. 1030, the applicant 
herein, sometime prior to November 30, 1943, built and constructed a 16-inch 
transmission line commencing at a point on the discharge header of the De- 
Siard Compressor Station, and extending thence in a southeasterly direction 
for approximately 28,500 feet, to a point of connection with applicant’s exist- 
ing 16-inch transmission pipe line T-9, about 40,840 feet south of the latter 
line’s northern extremity ; 

(6) The northerly 40,840 feet of applicant’s line T-9 is not now serving any 
useful purpose and there is no prospect that it will be of any further use to 
the applicant in the future; 

(7) The proposed abandonment and removal of facilities will not affect ap- 
plicant’s service to any of its customers, and applicant proposes to use the pipe 
and other materials recovered from the line in the construction of a gathering 
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system intended to serve additional wells which the applicant proposes to drill 
pursuant to the authority of the Petroleum Administrator for War; 

(8) The present and future public convenience and necessity will permit the 
proposed abandonment and removal of the facilities specified in paragraph 
(a) above; 

The Commission orders that: 

(A) Applicant be and it is hereby authorized to abandon and remove the 
facilities referred to in paragraph (a) above and described in the application 
in this proceeding ; 

(B) Within 15 days after the removal of the facilities herein authorized 
is completed, applicant shall advise the Commission in writing, under oath, 
of that fact; 

(C) Nothing contained in this order shall be construed as authority to 
extend, install, construct or operate facilities, nor shall it be construed as a 
waiver of any requirement of section 7(c) of the Natural Gas Act, as amended; 


Order issuing certificate of public convenience and necessity 
Interstate Natural Gas Company, Inc. 
(Docket No. G-544) 


June 21, 1944 





It appears to the Commission that: 
(a) On April 29, 1944, Interstate Natural Gas Company, Ine. (hereinafter 
referred to as applicant) filed an application seeking a certificate of public 
convenience and necessity pursuant to section 7(c) of the Natural Gas Act, 
as amended, for authority to construct and operate two additional gas com- 
pressors of 1,000 horsepower each, with necessary housing and auxiliary 
equipment, at applicant’s DeSiard compressor station located at Fowler, 
Ouachita Parish, Louisiana ; 

(b) Pursuant to the Commission’s order of May 12, 1944, fixing the date 
of hearing on the application, a public hearing was held after appropriate notice 
thereof to all interested parties including publication in the Federal Register on 
May 16, 1944, (Vol. 9, p. 5179) and service by mail upon the Governor of 
Louisiana, the Public Service Commission of the State of Louisiana, the City 
of Baton Rouge, the City of New Orleans, the Director of the Office of War 
Utilities, 4nd the Division of Conservation, Department of Minerals of the 
State of Louisiana ; 

(c) The War Production Board has issued to the applicant preference rating 
orders for the material to be used in the construction of the above described 
facilities ; 

The Commission, having considered the application and the record made in 
the public hearing with respect thereto, finds that: 

(1) Applicant, a Delaware corporation having its principal place of business 
at Monroe, Louisiana, is engaged in the transportation and sale of natural 
gas to other natural gas pipe line companies within the State of Louisiana for 
transportation and sale for ultimate public consumption outside of such state; 

(2) Applicant is engaged in the transportation and sale of natural gas 
in interstate commerce for resale for ultimate public consumption and is a 
natural gas company within the meaning of the Natural Gas Act; 
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(3) The facilities described in paragraph (a@) above will be used for the 
transportation and sale in interstate commerce of natural gas for resale for 
ultimate public consumption, as integral parts of applicant’s existing pipe line 
system and are subject to the requirements of section 7(c) of the Natural 
Gas Act, as amended ; 

(4) The facilities described in paragraph (a) above are required to main- 
tain a constantly available capacity of 170,000 M.c.f. per day and to offset 
reduced working pressures on certain of applicant’s gathering lines, such lower 
pressures being maintained to assure maximum productivity of applicant’s 
wells, both those now existing and those which applicant is about to drill; 

(5) Such facilities are not intended for use and will not be used for the 
purpose of serving new and additional markets, but solely to maintain service 
to presently existing markets; 

(6) Applicant is financially able to install and operate the proposed facili- 
ties and installation thereof will tend to assure the maintenance of adequate 
service to applicant’s existing customers, many of whom are engaged in vital 
war production ; 

(7) Applicant is able and willing properly to. do the acts, to perform the 
service proposed and to conform with the provisions of the Act and the re- 
quirements, rules and regulations of the Commission thereunder ; 

(8) The construction and operation of the facilities described in paragraph 
(a) above are and will be required by the present and future public conven- 
ience and necessity and a certificate therefor should be granted as hereinafter 
ordered ; 

The Commission orders that: 

(A) A certificate of public convenience and necessity be and it hereby is 
issued authorizing the applicant to construct and operate the facilities de- 
scribed in paragraph (a) above, subject to the terms and conditions of this 
order ; 

(B) Applicant shall commence the construction of the facilities described 
in paragraph (a) above, at the earliest practicable date after the issuance of 
this certificate and shall prosecute such construction to completion with due 
diligence ; 

(C) Applicant shall report to the Commission in writing, under oath, the 
dates on which construction of the facilities described in paragraph (a), above, 
was commenced and completed, together with the date or dates such facilities 
are put into operation ; 

(D) This certificate shall not be transferable and is without prejudice to 
the authority of this Commission or any other regulatory body with respect 
to rates, service, accounts, valuation, estimate or determination of cost, or any 
other matter whatsoever now pending or which may come before this Com- 
mission or such other regulatory body, and nothing herein shall be construed 
as an acquiescence by this Commission in any estimate or determination of 
cost or any valuation of property claimed or asserted ; 

(E) Nothing herein is to be construed as affecting in any manner the deter- 
mination of the service area of applicant or of any other natural gas company 
under section 7(f) of the Natural Gas Act; 

(F) This certificate shall be effective as long as applicant continues the 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act and any pertinent rules, regulations or orders heretofore or here- 
after issued by the Commission ; 

(G) Appropriate evidence of the issuance of this certificate shall be fur- 
nished to applicant. 
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Order authorizing issuance of preferred stock 
Idaho Power Company 
(Docket No. IT-5895) 
June 21, 1944 


Upon application filed May 23, 1944, by Idaho Power Company, Boise, 
Idaho, (hereinafter sometimes referred to as “applicant”), requesting an 
order authorizing the issuance of preferred stock and incidental matters; 

It appears to the Commission from the application, as supplemented, that: 

(a) Appropriate notice of the pendency of the aforesaid application has been 
given to the Governor and Public Utilities Commissioner of the State of 
Oregon, the Governor and Public Utilities Commission of the State of Idaho, 
the Governor and Public Service Commission of the State of Nevada and by 
publication in the Federal Register on May 27, 1944, Volume 9, page 5742, 
Federal Register document 44-7554 directing that any persons desiring to be 
heard or to make any protest with reference to said application should on or 
before the 9th day of June; 1944, file with the Federal Power Commission a 
petition or protest in accordance with the Commission’s rules of practice and 
regulations. No petition or protest has been received ; 

(b) The applicant proposes to issue 60,587 shares of preferred stock, par 
value of $100 per share, with cumulative dividends at the rate of 4% per annum, 
and voting privilege of five votes per share, at a tentative offering of $102 per 
share, as of August 1, 1944; 

(c) The purpose of the proposed issue is to enable the applicant to finance 
the retirement of its presently outstanding 60,587 shares of preferred stock 
at $110 per share plus dividends to the date of redemption, consisting of 32,- 
130 shares of 7% preferred stock, par value $100 and 28,457 shares of $6 pre- 
ferred stock no par value, carried at a stated value on applicant’s balance 
sheet at $100 per share; 

(d) Applicant proposes to enter into an underwriting agreement on or about 
June 30, 1944, with selected underwriters, Blyth & Co., Inc. and Lazard Freres 
& Co., of New York City, New York, and Wegener & Daly, Inc., of Boise, 
Idaho, and on July 1, 1944, call its presently outstanding preferred. stock for 
redemption as of August 1, 1944, with the right of the present holders of pre- 
ferred stock to exchange their shares on or before July 22, 1944, for shares 
of the new preferred stock. Stockholders who avail themselves of the ex- 
change will obtain a new share of 4% preferred stock and cash in the amount 
of the difference between the initial offering price of the new shares and the 
$110 call price of their present stock (together with the regular quarterly 
dividend on the present preferred stock). The unexchanged shares will be 
sold on August 1, 1944, to the underwriters at not less than the initial offering 
price to the existing preferred stockholders ; 

(e) Applicant states that the initial price for the sale and exchange of the 
proposed shares cannot be finally determined until just prior to the offering. 
Based on an offering price of $102 per share the proposed issue of preferred 
stock would yield purchasers a return of 3.92% ; 

(f) The proposed underwriters’ agreement calls for a commission of $1.50 
per share on the entire issue, an aggregate of $90,880.50, and applicant esti- 
mates its expenses in connection with the sale at $23,633, resulting in a total 
of commissions and expenses of $1.89 per share; 

(g) The proposed issue of preferred stock will result in a reduction of $153,- 
304 in annual preferred dividend requirements ; 
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(h) As of March 31, 1944, the balance sheet of applicant shows a balance 
in Account 151, capital stock expense, of $322,501.10, applicable to the presently 
outstanding 7% preferred stock and the $6 preferred stock. Applicant pro- 
poses and requests authorization to transfer such portion of the $322,501.10 of 
capital stock expense as is allocable to the number of shares not exchanged 
with present stockholders to Account 146, other deferred debits, to which 
Account will also be charged the redemption premium of $605,870, plus the 
portion of the expense of the new issue allocable to shares exchanged with 
the present stockholders, and to amortize the amount thus established in 
Account 146 as charges to surplus over a reasonable period. The portion of 
expense of the new issue allocable to shares not exchanged will be charged 
to Account 151, capital stock expense ; 

(i) Applicant has made arrangements for such short-term borrowings as 
may be deemed necessary or desirable in connection with the proposed financ- 
ing of the retirement of its presently outstanding preferred stock and requests 
authorization to issue for such purpose interim or short-term notes to The 
Idaho First National Bank and First Security Bank, in Boise, Idaho, and 
Bankers Trust Company of New York in an amount not to exceed the aggre- 
gate of the call price of the outstanding shares of preferred stock and such 
notes not to exceed a 90-day term at an interest rate of not more than 2% 
per annum; 

(j) Upon application, the Public Utilities Commissioner of the State of 
Oregon entered on June 8, 1944, his order No. 13443 authorizing the issuance 
of the preferred stock ; 

The Commission having considered the application, as supplemented, finds 
that: 

(1) Applicant is a corporation organized and existing under and by virtue 
of the laws of the State of Maine with its principal office at Boise, Idaho, and 
is engaged in the business of generating, transmitting and distributing electric 
energy to the public within the States of Oregon, Idaho and Nevada; 

(2) Applicant owns and operates projects in the State of Idaho under 
licenses issued by the Commission ; 

(3) The applicant develops power by means of the aforesaid projects which, 
in whole or in part, it transmits, distributes and uses in public service within 
each of the States of Oregon, Idaho and Nevada, and part of which enters 
into interstate commerce ; 

(4) Neither the State of Idaho nor the State of Nevada has authorized or 
empowered a commission or other agency or agencies within said respective 
States to regulate or control the amount or character of securities to be issued 
by the applicant. The proposed issue of preferred stock and the interim or 
short-term notes, described in paragraphs (b) and (i) above, are therefore, not 
exempt from the provisions of section 19 and section 20 of the Federal Power 
Act, and constitute issues of securities within the purview of said sections; 

(5) The applicant owns and operates facilities, among others, for the trans- 
mission and sale at wholesale of electric energy which is generated in Idaho 
and transmitted therefrom to Oregon, and from Idaho to Nevada, and con- 
sumed by persons other than the transmitter thereof at points outside the 
State of Idaho. Such facilities are facilities for the transmission and sale at 
wholesale of electric energy in interstate commerce. Applicant is, therefore, 
a public utility within the meaning of that term as used in section 204 of the 
Federal Power Act; 

(6) The issue of the preferred stock and the interim or short-term notes, 
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described in paragraphs (b) and (é) above, are issues of securities within 
the meaning and subject to the requirements of section 204 of the Act; 

(7) Applicant is not organized and operating in a State under the laws of 
which its security issues are regulated by a State Commission within the 
meaning of section 204(f) of the Federal Power Act, and the proposed issues 
are, therefore, not exempt from the requirements of section 204 of the Act; 

(8) The proposed issues of securities will enable applicant to refund its 
outstanding preferred stock at a substantial saving in annual dividend require- 
ments ; 

(9) There is no affiliation, direct or indirect, through directors, officers, or 
stockholders, or through ownership of securities or otherwise, existing be- 
tween applicant and either Blyth & Co., Inc., Lazard Freres & Co., or Wegener 
& Daly, Inc., and the underwriters commission to be paid was fixed by arm’s- 
length bargaining and appears not unreasonable ; 

(10) The proposed issues of securities will not result in the capitalization 
of the right to be a corporation, or of any franchise, permit, or contract for 
consolidation, merger, or lease in excess of the amount (exclusive of any tax 
or annual charge) actually paid as the consideration for such right, franchise, 
permit, or contract ; 

(11) Under the circumstances of this case, sufficient cause has been shown 
for waiving the requirement of the Commission’s rule relating to competitive 
bidding ; 

(12) The proposed issues of securities as hereinafter authorized are for a 
lawful object, within the corporate purposes of the applicant and compatible 
with the public interest, which is appropriate for and consistent with the 
proper performance by the applicant of service as a public utility and which 
will not impair its ability to perform that service, and is reasonably appro- 
priate for such purposes ; 

(18) It is reasonable and appropriate for the purposes of the Act that the 
proposed amortization of the capital stock expense and the redemption pre- 
mium referred to in paragraph (h) above be over a period of not more than 
five years; 

The Commission orders that: 

(A) Idaho Power Company be and it hereby is authorized to issue within 
60 days the preferred stock, referred to in paragraph (b), upon the terms 
and conditions and for the purposes as set forth in the application at an of- 
fering price of not less than $102 per share, subject to payment to the under- 
writers of not more than $1.50 per share based upon the entire number of 
60,587 shares to be issued, an aggregate of $90,880.50 ; 

(B) Idaho Power Company be and it hereby is authorized to issue within 
60 days the interim or short-term notes, referred to in paragraph (i), upon 
the terms and conditions and for the purposes as set forth therein and in the 
application ; 

(C) Idaho Power Company amortize the capital stock expense and redemp- 
tion premium as proposed in paragraph (h) by equal annual charges over a 
maximum period of five years, with the right to accelerate the amortization; 

(D) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
accounts, valuation, estimates or’ determinations of cost, or any other matter 
whatsoever that may come before this Commission or such other regulatory 
body, and nothing in this order shall be construed as an acquiescence by this 
Commission in any estimate or determination of cost or any valuation of prop- 
erty claimed or asserted ; 
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(E) Nothing in this order shall be construed to imply any guarantee or 
obligation on the part of the United States in respect of any securities to 
which this order relates ; 

(F) Idaho Power Company report with reference to the subject matter as 
required by the Commission’s Rules of Practice and Regulations. 


Order authorizing issuance of license (major) 
Public Service Company of New Hampshire 
(Project No. 1893) 

June 21, 1944 


Upon application filed September 10, 1942, by Public Service Company of 
New Hampshire, of Manchester, New Hampshire, for license under the Federal 
Power Act for a constructed project (known as the Amoskeag development) 
located on Merrimack River, a navigable water of the United States, in Hills- 
boro and Merrimack Counties, New Hampshire, which application was filed 
at the Commission’s request made by letter of March 25, 1942; and 

It appearing that; 

(a) The project consists of: 

(i) The Amoskeag dam, an overflow gravity concrete structure 710 feet 
long and 25 to 29 feet high, with 2-foot flashboards mounted on the crest; a 
reservoir extending about seven miles upstream having a storage capacity of 
about 1,720 acre-feet in a four-foot drawdown; a gate-house section at the 
easterly end of the dam; the Amoskeag power station having a total installed 
eapacity of 22,500 horsepower in three units operating under a head of 46 
feet; and a short 33,000-volt double circuit transmission line connection to the 
applicant’s nearby Eddy substation ; 

(ii) The Amory station having installed one 2,000-kilowatt generator con- 
nected to four turbines with a total capacity of 1,300 horsepower operating 
under a head of 21 feet, located on property not owned by applicant ; 

(iii) The Jefferson station having installed one 2,000-kilowatt generator 
connected to two turbines operating under a head of 46 feet, and to one turbine 
operating under a head of 26 feet, having a total capacity of 3,564 horsepower, 
located on property not owned by the applicant ; 

(iv) Perpetual easement rights in two canals and rights in certain mill build- 
ings in connection with the Amory and Jefferson stations ; 

(b) The first dam at this site was built about 150 years ago to divert water 
into a canal and locks; the locks remained in service until 1855 when permis- 
sion to discontinue was granted by the New Hampshire legislature within the 
limits of its authority; thereafter the site was used solely for manufacturing 
purposes until the advent of electric generation; the existing dam and power 
plant were completed in 1921 by the Amoskeag Manufacturing Company and 
in October, 1936, the project was purchased by the applicant and converted 
to public service use; d 

(c) The Secretary of War and Chief of Engineers have approved the plans 
of the project structures affecting navigation, subject to certain conditions 
as hereinafter provided ; 

(ad) The Assistant Secretary, acting for the Secretary of the Interior, has 
informed the Commission that fishways or ladders are now in operation in 
the Merrimack River below the Amoskeag dam, and has recommended that 
a fishway be constructed at that dam; 
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(e) The applicant states that certain quantities of water are taken from 
above the project dam by Amoskeag Paper Company and requests that the 
water so taken and water taken by applicant for condensing purposes in a 
steam plant be excluded from the license; in addition to which other industrial 
concerns take water from the river or the canal for industrial purposes or 
for producing mechanical energy ; 

(f) Water diverted for industrial purposes from above the project dam and 
used to develop mechanical energy is not utilized as efficiently as water used 
through applicant’s Amoskeag power plant, and such use of water does not 
appear to have appropriate Federal authority ; 

The Commission having considered the application and the record thereon 
finds that: 

(1) Applicant is a corporation organized under the laws of the State of New 
Hampshire and has submitted satisfactory evidence of compliance with the 
requirements of all applicable State laws insofar as necessary to effect the 
purposes of a license for the project under the Federal Power Act; 

(2) No application for a similar project or in conflict therewith is before 
the Commission ; 

(3) Public notice has been given as required by the Act; 

(4) The project does not affect any Government dam, nor will the issuance 
of a license therefor as hereinafter provided affect the development of any 
water resources for public purposes which should be undertaken by the United 
States itself; 

(5) Under present circumstances and conditions, and upon the terms here- 
inafter imposed, the project is best adapted to a comprehensive plan for im- 
proving and developing the Merrimack River for the use and benefit of inter- 
state commerce, for the improvement and utilization of water power develop- 
ment, and for other beneficial public uses, including recreational purposes, 
although the water available is not being utilized in the most efficient manner 
possible with the existing facilities ; 

(6) The installed horsepower capacity of the project hereinafter authorized 
is 22,500 horsepower in the Amoskeag plant, 1,300 horsepower in the Amory 
plant, and 3,564 horsepower in the Jefferson plant, and the energy generated 
thereby is used for electric public utility purposes ; a 

(7) In accordance with section 10(d) of the Act, the rate of return upon 
the net investment in the project, and the proportion of surplus earnings to 
be paid into and held in amortization reserves are reasonable as hereinafter 
specified ; 

48) The amount of annual charges to be paid under the license for the 
purpose of reimbursing the United States for the costs of administration of Part 
I of the Federal Power Act is reasonable as hereinafter fixed and specified ; 

(9) On December 23, 1937, the Commission ordered an investigation under 
docket No. IT-5501 of the maintenance and operation of hydroelectric power 
developments (including the Amoskeag project) not under license from the 
Federal) Power Commission and located on streams over which Congress has 
jurisdiction under its authority to regulate commerce with foreign nations 
and among the several States ; 

(10) The maps, plans, specifications, and statements filed as part of the 
application and designated as Exhibit F; Supplemental Exhibit J (FPC No. 
1893-1); Exhibit J, revised June 1, 1948 (FPC No. 1893-1-A); Exhibit K, 
revised June 1, 1943 (FPC No. 1893-2); Exhibit L, sheets 1 to 10, inclusive, 
15, 16, and 18 (FPC Nos. 1893-3 to -12, inclusive, -17, -18, and -20); and 
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Exhibit M (pages 25, 26, 27, and 28 of application) conform to the Commission’s 
rules and regulations ; 

(11) In view of the war emergency, the applicant should be allowed addi- 
tional time within which to file a detail map as Exhibit K covering the entire 
project area as hereinafter provided ; 

(12) It is appropriate for the Commission during the present war emergency 
to reserve consideration of the validity of any alleged rights claimed by other 
parties to withdraw water from the river or the canal above the project dam, 
but any such withdrawal of water should be subject to the conditions herein- 
after provided ; 

It is ordered that: 

(A) A license be issued to Public Service Company of New Hampshire for 
a period effective as of January 1, 1938, and terminating June 30, 1970, for 
the operation and maintenance of the Amoskeag project, and for a period 
effective as of January 1, 1938, and terminating June 30, 1949, for the Amory 
plant and the Jefferson plant, the entire development to be subject to the pro- 
visions of the Act and the rules and regulations thereunder ; 

(B) The license shall contain the usual conditions and provisions for 
licenses issued under section 4(e) of the Act for such projects and the follow- 
ing special conditions ; 

(i) That whenever the United States shall desire to construct, complete, or 
improve navigation facilities in connection with said project, the licensee 
shall convey to the United States, free of cost, such of its lands and its right- 
of-way and such right of passage through its dam or other structures and 
permit such control of pools as may be required to complete, maintain, and 
operate such navigation facilities ; 

(ii) That the licensee shall furnish free of cost to the United States power 
for the operation of such navigation facilities, whether constructed by the 
licensee or by the United States; 

(iii) The operation of any navigation facilities which may be constructed 
as a part of or in connection with any dam or diversion structure built under 
the provisions of this license shall at all times be controlled by such reasonable 
rules and regulations in the interest of navigation, including the control of 
the level of the pool caused by such dam or diversion structure, as may be 
made from time to time by the Secretary of War; such rules and regulations 
may include the maintenance and operation by the licensee at its own expense 
of such lights and signals as may be directed by the Secretary of War; 

(iv) The United States specifically retains and safeguards the right to use 
water in such amount, to be determined by the Secretary of War, as may be 
necessary for the purposes of navigation; and the operation by the licensee 
of the project works of this project, so far as such operation involves the use, 
storage, and discharge from storage of waters of the Merrimack River at this 
project, shall at all times be controlled by such reasonable rules and regula- 
tions as the Secretary of War may prescribe in the interest of navigation, and 
as the Federal Power Commission may prescribe for the protection of life, 
health, and property, and in the interest of the fullest practicable conservation 
and utilization of such waters for power purposes and for other beneficial 
public uses, including recreational purposes; and the licensee shall release 
water from the project reservoir at such rate in cubic feet per second, or 
such volume in acre-feet per specified period of time, as the Secretary of War 
may prescribe in the interest of navigation, or as the Federal Power Commis- 
sion may prescribe for the other purposes hereinbefore mentioned ; 





634 FEDERAL POWER COMMISSION 


(v) The licensee shall allow officers and employees of the United States 
free and unrestricted access in, through, and across the said project and project 
works in the performance of their official duties ; 

(vi) The licensee shall install, maintain and operate such fishways as the 
Secretary of the Interior may prescribe under section 18 of the Act; 

(vii) Within three years from the date of issuance of the license, the 
licensee shall file a supplementary Exhibit K—‘“Detail Map of Project Area,” 
in accordance with the Commission’s Rules of Practice and Regulations; 

(viii) If and when ordered by the Commission, the licensee shall submit 
Supplementary Exhibits K and L in accordance with the Commission’s Rules 
of Practice and Regulations for the Amory and Jefferson plants ; 

(ix) The actual legitimate original cost and accrued depreciation of the 
project as of the effective date of the license, namely January 1, 1938, shall 
be determined in accordance with the Act and the Commission’s rules and 
regulations ; 

(C) After the first 20 years of operation of the project under this license, 
namely, after December 31, 1957, six (6) percent per annum shall be the 
specified rate of return on the net investment in the project for determining 
surplus earnings in accordance with the provisions of section 10(d) of the 
Act, for the establishment and maintenance of amortization reserves to be 
held until the termination of the license, or in the discretion of the Commis- 
sion, to be applied from time to time in reduction of the net investment in 
the project, and one-half of all surplus earnings in excess of six (6) percent 
per annum received in any calendar year thereafter shall be paid into and held 
in such amortization reserves ; 

(D) Subject to the provisions of section 10(e) of the Act and the rules and 
regulations of the Commission thereunder, the licensee shall pay to the United 
States an annual charge starting January 1, 1988, for the purpose of reimburs- 
ing the United States for the costs of administration of Part I of the Act, of 
one (1) cent per horsepower on the horsepower capacity (27,364 horsepower ) 
authorized to be installed, plus two and one-half (214) cents per 1,000 kilo- 
watt-hours of gross energy generated by the project during the fiscal year 
ended June 30 of the calendar year for which the charge is made; 

(E) The maps, plans, specifications, and statements specified in finding (10) 
above be and they are hereby approved as part of the license for the project ; 

(F) Nothing herein or in the license herein authorized shall be construed 
as acquiescence by the Commission in continued diversion of water through 
any plants in this section of the river other than project No. 1893, and the 
right is expressly reserved to make such further order or orders in connection 
with such diversion as may be found to be appropriate, expedient, and in the 
public interest to conserve and utilize the navigation and waterpower resources 
of the region ; 

(G) The Commission expressly reserves the right to make such further 
order or orders in connection with the installation of additional capacity and 
other changes in the project and in connection with the elimination from the 
project of the Amory and Jefferson plants as may be found to be appropriate, 
expedient, and in the public interest for navigation and for the fullest prac- 
ticable conservation and utilization of the Merrimack River for power purposes 
and for other beneficial uses, including recreational purposes. 
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Order authorizing issuance of license (major) 


Concord Electric Company 


(Project No. 1903) 
June 22, 1944 


Upon application filed February 13, 1943, by Concord Electric Company of 
Concord, New Hampshire, for a license under the Federal Power Act for a 
constructed project (known as the Sewalls Falls project) located on the 
Merrimack River, a navigable water of the United’ States, at Concord, New 
Hampshire; and 

It appearing that: 

(a) The project consists of a timber crib dam 497 feet long, 67.5 feet wide, 
and 14 feet high, with flashboards giving an additional foot of head; a diver- 
sion canal 1,280 feet long; a brick powerhouse composed of two sections with 
a total installation of 3,175 horsepower operating under a head of 16 feet; a 
5,000 kilovolt-ampere synchronous condenser; a 3,000 kilovolt-ampere substa- 
tion; and three 33,000-volt transmission lines with an aggregate length of about 
10 miles from the plant, one to Penacook, one direct to the Bridge Street Sub- 
station, and the third to the Bridge Street Substation by way of the West Con- 
cord Substation ; 

(ob) The project dam was completed in 1893, and the canal and part of the 
powerhouse (designated as No. 2 and housing 5 units) were completed in 
1894; the balance of the powerhouse, designated as No. 1 and housing two units, 
was completed in 1906, since which time other facilities have been added; 

(c) The Secretary of War and the Chief of Engineers have approved the 
plans for the project structures so far as concerns the interests of navigation, 
subject to certain conditions hereinafter provided ; 

(d) Pursuant to section 18 of the Act, the Assistant Secretary, acting for 
the Secretary of the Interior, recommended that a fishway be required at the 
dam as soon as fishways have been provided in the dams down the river, that 
meanwhile, during any repairs or alterations to the dam, foundations for a 
fish ladder be constructed to a height greater than the normal level in the 
tailrace and provision be made for attaching the ladder to the dam, and that 
the design and location of the fishways be approved before construction work 
is undertaken ; / 

(e) On December 23, 1937, the Commission ordered an investigation under 
docket No. IT-5501 of the maintenance and operation of hydroelectric power 
developments (including the Sewalls Falls project) not under license from 
the Federal Power Commission and located on streams over which Congress 
has jurisdiction under its authority to regulate commerce with foreign nations 
and among the several States; 

(f) Merrimack River is a navigable water of the United States; 

The Commission, having considered the application and the record thereon, 
finds that: 

(1) The applicant, Concord Electric Company, is a corporation organized 
under the laws of the State of New Hampshire and has submitted satisfactory 
evidence of compliance with the requirements of all applicable State laws in- 
sofar as necessary to effect the purposes of a license for the project; 

(2) No application for a similar project, or in conflict therewith, is before 
the Commission ; 

(3) Public notice has been given as required by the Act; 

(4) The existing power plant is obsolete and the project can, be redesigned 
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to advantage, but under present circumstances and conditions and subject to 
the terms of the license hereinafter required, the project is best adapted to a 
comprehensive plan for improving and developing the Merrimack River for 
the use and benefit of interstate commerce, for the improvement and utiliza- 
tion of water power development, and for other beneficial public purposes, 
including recreational purposes ; 

(5) The installed horsepower capacity of the project herein authorized is 
3,175 horsepower and the energy generated will be and is being disposed of 
through applicant’s electric transmission and distribution system in Concord 
and vicinity ; ' 

(6) In accordance with section 10(d) of the Act, the rate of return upon 
the net investment in the project and the proportion of surplus earnings to 
be paid into and held in amortization reserves are reasonable as hereinafter 
specified ; 

(7) The amount of annual charges to be paid under the license for the 
purpose of reimbursing the United States for the costs of administration of 
Part I of the Federal Power Act is reasonable as fixed and specified below ; 

(8) That part of the 33,000-volt transmission line referred to in paragraph 
(a) above which goes from the West Concord Substation to the Bridge Street 
Substation is a part of the applicant’s transmission and distribution system 
and should not be included as a part of the project ; 

(9) The maps, plans, specifications, and statement filed as part of the appli- 
cation and designated as Exhibit J (FPC No. 1903-1); Exhibit K, sheets 1, 2, 
and 3 (FPC Nos. 1903-2, -3, and —4) ; and Exhibit K, sheet 4 (FPC No. 1908-5) 
except insofar as it shows the 33,000-volt transmission line between the West 
Concord Substation and the Bridge Street Substation; Exhibit L, sheets 1 to 8 
inclusive (FPC Nos. 1903-6 to -13 inclusive); and Exhibit M pages 1 to 7, 
inclusive, and Exhibit M, pages 8 and 9, except insofar as they describe the 
33,000-volt transmission line between the West Concord Substation and Bridge 


Street Substation, conform to the Commission’s Rules of Practice and Regu- 
lations; and 


It is ordered that: 


(A) A major license for a period effective January 1, 1938, and terminating 
June 30, 1970, be issued to Concord Electric Company for operation and main- 
tenance of the project, subject to the provisions of the Act and the rules and 
regulations thereunder; the license shall contain the usual conditions and pro- 
visions of licenses issued uhder section 4(e) of the Act for such projects and 
the following snecial conditions ; 

(i) Insofar as any material is dredged or excavated in the operation and 
maintenance of the project, or in the prosecution of any work authorized under 
this license, such material shall be removed and deposited so it will not inter- 
fere with navigation and will be to the satisfaction of the District Engineer, 
War Department, in charge of the locality ; 

(ii) The United States specifically retains and safeguards the right to use 
water in such amount, to be determined by the Secretary of War, as may be 
necessary for the purposes of navigation; and the operation by the licensee 
of the project works so far as such operation involves the use, storage, and 
discharge from storage of waters of Merrimack River at this project, shall at 
all times be controlled by such reasonable rules and regulations as the Sec- 
retary of War may prescribe in the interest of navigation, and as the Commis- 
sion may prescribe for the protection of life, health, and property, and in the 
interest of the fullest practicable conservation and utilization of such waters 
for power purposes and for other beneficial public uses, including recreational 
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purposes; and the licensee shall release water from the project reservoir at 
such rate in cubic feet per second, or such volume in acre-feet per specified 
period of time, as the Secretary of War may.prescribe in the interest of navi- 
gation, or as the Commission may prescribe for the other purposes herein- 
before mentioned ; 

(iii) The operation of any navigation facilities which may be constructed 
as a part of, or in connection with, any dam or diversion structure constituting 
a part of the project works shall at all times be controlled by such reasonable 
rules and regulations in the interests of navigation, including the control of 
the level of the pool caused by such dam or diversion structure, as may be 
made from time to time by the Secretary of War; such rules and regulations 
may include the installation, maintenance, and operation by the licensee, at 
its own expense, of such lights and signals as may be directed by the Secre- 
tary of War: 

(iv) Whenever the United States shall desire to construct, complete, or im- 
prove navigation facilities in connection with this project, the licensee shall 
convey to the United States, free of cost, such of its lands and its rights-of- 
way and such right of pasage through its dam or other structures, and per- 
mit such control of pools as may be required to complete such navigation 
facilities ; 

(v) The licensee shall construct and install such appliances as are necessary 
for furnishing power for the operation of navigation facilities, including lights 
and signals, whether constructed by the licensee or by the United States; and 
shall furnish free of cost to the United States power for the operation of such 
navigation facilities ; 

(vi) As soon as fishways have been provided at dams in the Merrimack 
River below Sewalls Falls, the licensee shall construct, operate, and maintain 
a fishway in the project dam; during any repairs or alterations to the dam 
undertaken theretofore, foundations for a fish ladder shall be constructed to 
a height greater than normal water level in the tailrace and provision shall 
be made for attaching such fish ladder to the dam; the design and proposed 
location of the fishway shall be approved by the Commission before any con- 
struction work is undertaken ; 

(vii) Within three years from the date of issuance of the license, the licensee 
shall file Exhibit F, Details as to Project Lands, and Exhibit K, Detail Map 
of Entire Project Area, in accordance with the Commission’s Rules of Prac- 
tice and Regulations ; 

(viii) At such time as the Commission, after notice and hearing, shall 
direct, the licensee shall reconstruct the Sewalls Falls project in accordance 
with such plans as may be found by the Commission to be best adapted to a 
comprehensive plan for improving and developing the Merrimack River for 
the use and benefit of interstate commerce, for the improvement and utiliza- 
tion of water power development, and for other beneficial public uses, includ- 
ing recreational purposes, and otherwise in conformity with the Act; 

(ix) The actual legitimate original cost, estimated where not known, and 
the accrued depreciation of the project as of the effective date of the license, 
namely, January 1, 1988, shall be determined in accordance with the Act and 
the rules and regulations of the Commission, and the licensee hereby agrees to 
accept such original cost less such accrued depreciation, so determined, as 
being the net investment in the project as of such effective date; 

(B) After the first 20 years of operation of the project under this license, 
namely after December 31, 1957, six (6) percent per annum shall be the 
specified rate of return on the net investment in the project for determining 
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surplus earnings in accordance with the provisions of section 10(d) of the 
Act for the establishment and maintenance of amortization reserves to be 
held until termination of the license, or in the discretion of the Commission, 
to be applied from time to time in reduction of the net investment in the 
project, and one-half of all surplus earnings in excess of six (6) percent per 
annum received in any calendar year shall be put into and held in such amorti- 
zation reserves; 

(C) Subject to the provisions of section 10(e) of the Act and the rules and 
regulations of the Commission thereunder, the licensee shall pay to the United 
States an annual charge, starting January 1, 1938, for the purpose of reimburs- 
ing the United States for the costs of administration of Part I of the Act, of 
one (1) cent per horsepower on the horsepower capacity (3,175 horsepower) 
authorized by this license, plus two and one-half (2%4) cents per 1,000 kilowatt- 
hours of gross energy generated by the project during the fiscal year ended 
June 30, of the calendar year for which the charge is made; 

(D) The maps, plans, specifications, and statement referred to in finding 
(9) hereof as conforming to the Commission’s rules and regulations are hereby 
approved for incorporation in the license. 


Order issuing certificate of public convenience and necessity 
Cities Service Gas Company 
(Docket No. G-—526) 
June 23, 1944 


It appears to the Commission that: 

(a) On February 15, 1944, Cities Service Gas Company (applicant) filed 
application for a certificate of public convenience and necessity pursuant to 
section 7 of the Natural Gas Act, as amended, to authorize its construction 
and operation of the following-described facilities : 

(i) A cooling tower and miscellaneous equipment at applicant's Blackwell 
compressor station near Blackwell, Kay County, Oklahoma, and 

(ii) Thirty-five miles of 16-inch loop line from the Blackwell compressor 
station to Burbank, Osage County, Oklahoma ; 

(b) This matter was set for public hearing by order dated March 8, 1944, 
and appropriate notice thereof was duly given, including publication of such 
order in the Federal Register on March 11, 1944, Vol. 9, page 2755, and trans- 
mittal thereof to the regulatory commissions of Kansas, Missouri, Nebraska, 
Oklahoma and Texas. By order entered March 14, 1944, Kansas City, Missouri, 
a municipal corporation, was permitted to intervene and participated in the 
hearing in this proceeding held on March 30, 1944, but no one opposed the 
granting of the application ; 

(c) Applicant proposes to use the facilities described in paragraph (a) above 
for the transportation of increased volumes of natural gas from the “West 
side” to the “East side” of its pipeline system where the demands for gas are 
greatest and thus assure continued service to applicant’s customers on the 
“East side” of its system including many industries directly engaged in the 
production of war materiel ; 

(d) The War Production Board has assigned preference ratings to applicant 
for materials to be used in the construction of the proposed facilities ; 

(e) No increase in rates is contemplated by reason of the construction and 
operation of such facilities ; 
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(f) Applicant will finance the proposed construction from its own corporate 
funds, and it is financially able to construct and operate the facilities as pro- 
posed ; - 

(9) Applicant’s gas supply is adequate to meet the requirements resulting 
from the operation of the proposed facilities ; 

The Commission, having considered the application and the record thereon 
with respect to the matters involved and the issues presented, finds that: 

(1) Applicant, a Delaware corporation having its principal place of business 
in Bartlesville, Oklahoma, is engaged in the transportation and sale in inter- 
state commerce of natural gas for resale for ultimate public consumption by 
means of its integrated pipeline transmission system located in the States of 
Texas, Oklahoma, Missouri, Kansas and Nebraska, and is, therefore, a natural- 
gas company within the meaning of the Natural Gas Act, as heretofore found 
by the Commission in its opinion and order entered September 30, 1943, In the 
Matter of Cities Service Gas Company, et al., docket No. G-—493, 3 F. P. C. 
598, 52 P. U. R. (N.S.) 248; 

(2) The proposed facilities described in paragraph (a) above will be used 
for the transportation and sale in interstate commerce of natural gas, subject 
to the jurisdiction of the Commission, as integral parts of applicant’s existing 
pipeline system, and, therefore, the proposed construction and operation are 
subject to the requirements of subsections (c) and (e) of section 7 of the 
Natural Gas Act, as amended; 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Act and the require- 
ments, rules and regulations of the Commission thereunder ; 

(4) The proposed construction and operation are and will be required by 
the present and future public convenience and necessity and a certificate 
therefor should be granted as hereinafter ordered ; 

The Commission orders that: 

(A) A certificate of public convenience and necessity be and it is hereby 
issued authorizing applicant to construct and operate the facilities referred to 
in paragraph (a) above and described in the application in this proceeding 
for the transportation and sale of natural gas therein set forth, subject to 
the jurisdiction of the Commission, upon the terms and conditions of this order ; 

(B) Applicant shall complete the construction of the facilities herein au- 
thorized on or before December 31, 1944, and it shall report to the Commission 
in writing, under oath, the completion date of the facilities herein authorized, 
together with the date they are put in operation ; 

(C) This certificate shall not be transferable and is without prejudice to 
the authority of this Commission or any other regulatory body with respect 
to rates, service, accounts, valuation, estimate or determination of cost, or any 
other matter whatsoever now pending or which may come before this Com- 
mission or other regulatory body, and nothing herein shall be construed as an 
acquiescence by this Commission in any estimate or determination of cost or 
any valuation of property claimed or asserted ; 

(D) Nothing herein is to be construed as affecting in any manner the deter- 
mination of the service area of applicant under section 7(f) of the Natural 
Gas Act; 

(E) Nothing contained in this order is to be construed as in any manner 
changing or affecting the Commission’s opinion and interim order reducing 
rates entered July 28, 1943, in docket No. G-141, 3 F. P. C. 459, 50 P. U: R. 
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(N.S.) 65, or in any manner relieving applicant from filing new rate schedules 
in conformity therewith ; 

(F) This certificate shall be effective as long as applicant continues the 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act and any pertinent rules, regulations or orders heretofore or hereafter 
issued by the Commission ; 


(G) Appropriate evidence of the issuance of this certificate shall be fur- 
nished to applicant. 


Order directing disposition of amounts classified in Account 100.5, 
electric plant acquisition adjustments, and Account 107, 
electric plant adjustments 


Kansas Gas and Electric Company 
June 24, 1944 


It appearing to the Commission that: 

(a) On November 4, 1940, Kansas Gas and Electric Company (hereinafter 
sometimes referred to as the “company”’), filed its reclassification and original 
cost studies of electric plant pursuant to electric plant accounts instruction 
2-D of the Uniform System of Accounts and the Commission’s order of May 
11, 1937, relating thereto; 

(b) Subsequently a field examination was made by the staff of the Com- 
mission and on March 3, 1943, a report by the staff was served on the company ; 

(c) Thereafter the company made further studies and a review of such 
studies was made by the staff of this Commission at the offices of Electric 
Bond & Share Company in New York; 

(d) Thereafter conferences were held between representatives of the com- 
pany and the staff of this Commission concerning disputed items and as to 
plans for disposition of amounts classified in plant adjustments accounts; 

(e) On February 12, 1944, the company filed certain revised reclassification 
and original cost statements which, in general, reflected the staff’s recommen- 
dations and conclusions ; 

(f) The company’s revised studies classified: $856,859.21 in Account 100.5, 
electric plant acquisition adjustments; $287,506.54 in Account 100.6, electric 
plant in process of reclassification; and $3,171,819.36 in Account 107, electric 
plant adjustments, which amount of $3,171,819.86, classified in Account 107, 
includes an item of $184,000 representing debt discount and expense trans- 
ferred to Account 271, earned surplus, under authority of the Commission’s 
order dated April 24, 1940, leaving the remaining amount of $2,987,819.36 in 
Account 107 to be disposed of ; 

(g) With respect to the amount of $856,859.21, representing the excess of 
acquisition cost over original cost, classified in Account 100.5, the company 
proposes to retain therein such excess during the continued existence of the 
assets alleged to be represented thereby or, if this is not acceptable to the 
Commission, to amortize such excess within a ten-year period through a re- 
serve to be credited by equal annual appropriations from income, subject to 
certain reservations ; 

(h) With respect to the remaining amount of $2,987,819.36 classified in 
Account 107, the company proposes to dispose of it as follows: 
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To Account 150, discount on capital stock: ~___-_ 
Representing discount on sale stock 
To Account 151, capital stock expense: 
Representing commissions and expenses on sales 
of preferred stock 
To Account 203, premiums and assessments on cap- 
ital stock: 
Representing premiums received on sale of pre- 
ferred stock 
To Account 250, reserve for depreciation: ...._~-_- 
Representing net adjustment for over and under 
recorded retirements 
Adjustments in connection with acquisition of 
Home Light, Heat and Power Company: 
Stock dividend erroneously credited to gen- 
eral reserve account 
Cost of stock erroneously charged to general 
reserve account 
Net amount credited to general reserve account 
on consolidation of Wichita Companies -_-_- 
Co Account 251, reserve for amortization limited 
term electric investments: ..........is.-..-.--. 
Representing adjustment of franchise costs 
To Account 270, capital surplus __._--..---_-__-__ 
To Account 271, earned surplus, or if properly cre- 
ated for such purpose, all or any part thereof to 
Account 270, capital surplus 
Subtotal 
Representing (for total of Accounts 270 and 
271): 
Cost of Wichita S. W. Fair Association stock 
charged to plant account 
Excess of recorded cost over system cost of 
properties acquired from Home Light, Heat 
and Power Company 
Write-up in opening entries on books of Kansas 
Gas and Electric Company 
Profit on sale of gas properties __.....-___--_- 
Cost of financing the original issue in March 
1910 of $1,600,000 first mortgage bonds 
Less: Charged to earned surplus per com- 
mission order of April 24, 1940 
Intercompany profit re Cherokee coal lands __-- 
Washing machines erronously classified in fran- 
chise account 
Net premium and discount on purchases and 
sales of reacquired preferred stock in 1926 - 
Excessive amount of interest and taxes capita- 


Total 


535,173.79 


$457,536.50 


50,000.00 


(500.00) 


28,137.29 


(46,781.13) 


147,904.06 


1,765,473.60 
aa 1,913,377.66 


$100.00 


89,464.83 


2,336,594.88 
(864,846.61) 


$184,000.00 


(184,000.00) 
46,005.50 


595.00 


(1,075.24) 


~ 2,987,819.36 
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(i) With respect to the amount of $287,506.54 classified in Account 100.6, 
representing fees paid to the affiliated Phoenix Utility Company, the company 
proposes to retain temporarily this amount therein ; 

(j) The Kansas State Corporation Commission and Missouri Public Service 
Commission, by letters, have indicated that they are in accord with the dis- 
position plans recommended by the staff of this Commission ; 

The Commission finds that: 

(1) It is reasonable and appropriate for the purposes of the Act that the 
amount of $856,859.21, classified in Account 100.5, be disposed of within a ten- 
year period by equal annual charges to Account 537, miscellaneous amortiza- 
tion, and credits to Account 252, reserve for amortization of electric plant 
acquisition adjustments, subject only to the right to transfer to the reserve 
all or any portion of the amount of $856,859.21 from Account 271, earned sur- 
plus, in which event any remaining annual charges shall be reduced propor- 
tionately ; 

(2) It is reasonable and appropriate for the purposes of the Act that the 
remaining amount of $2,987,819.36, classified in Account 107, be disposed of as 
proposed in paragraph (h) hereof; 

(3) It is reasonable and appropriate for the purposes of the Act that the 
amount of $287,506.54 referred to in paragraph (i) hereof, be classified in 
Account 107, pending further order of the Commission ; 

The Commission orders that: 

(A) Kansas Gas and Electric Company dispose of the amount of $856,859.21 
classified in Account 100.5, electric plant acquisition adjustments, by equal 
annual charges to Account 537, miscellaneous amortization, and credits to 
Account 252, reserve for amortization of electric plant adjustments, over a 
period of ten years commencing June 30, 1943, subject only to the right of the 
company to reduce such annual charges to the extent that it elects to transfer 
from Account 271, earned surplus, to the above-mentioned reserve, all or any 
portion of the amount of $856,859.21, in which case any remaining annual 
charges to Account 537, miscellaneous amortization, and credits to Account 
252, reserve for amortization of electric plant acquisition adjustments, after 
such appropriations from earned surplus, shall not be less than the pro rata 
portion of the then remaining balance of the $856,859.21 to be provided for 
during the remainder of such ten-year period ; 

(B) Kansas Gas and Electric Company dispose of the remaining amount 
of $2,987,819.36 classified in Account 107, electric plant adjustments, as pro- 
posed in paragraph (h) hereof; 

(C) Kansas Gas and Electric Company classify the $287,506.54 referred to 
in paragraph (i) hereof in Account 107, electric plant adjustments, pending 
further order of the Commission ; 

(D) Kansas Gas and Electric Company submit within 60 days from the 
date of this order certified copies of the entries giving effect to the disposition 
herein ordered of the amounts classified in Account 107 and to the classifica- 
tion of the amount in Account 100.6 ordered established in Account 107, and 
submit within 30 days after the close of each year beginning with the year 
1944, certified copies of the entries made in compliance with the requirements 
as to the amounts classified in Account 100.5; 

(E) The provisions of this order shall not be construed as dispensing with 
the necessity of full compliance with the Public Utility Holding Company Act 
of 19385 or the rules and regulations issued by the Securities and Exchange 
Commission. 
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Order granting request to withdraw application for 
certificate of public convenience and necessity 


Godfrey L. Cabot, Inc. 


(Docket No. G—555) 
June 26, 1944 


It appearing to the Commission: 

(a) On June 8, 1944, Godfrey L. Cabot, Inc. filed an application for a cer- 
tificeate of public convenience and necessity under section 7 of the Natural 
Gas Act, as amended, for authority to construct and operate facilities consist- 
ing of a meter with necessary pipe and gauge lines, to permit applicant to 
deliver surplus natural gas to Penn-York Natural Gas Corporation for the 
account of Republic Light, Heat & Power Co., Inc., at the junction of Penn- 
York Natural Gas Corporation’s 10-inch pipe line and the 14-inch pipe line of 
Cabot Gas Corporation in the own of Angelica, Allegany County, New York, 
the construction of such facilities having been completed on May 12, 1944; 

(6) On June 22, 1944, the applicant filed a petition requesting leave to 
withdraw its application for a certificate of public convenience and necessity 
as filed on June 8, 1944; 

The Commission orders that: 

The request of Godfrey L. Cabot, Inc. to withdraw its application for a 
certificate of public convenience and necessity as filed on June 8, 1944, be and 
the same is hereby granted. 


Order approving disposition of amounts classified in Accounts 100.5, 
electric plant acquisition adjustments, and 107, 
electric plant adjustments 


Indiana & Michigan Electric Company 
July 14, 1944 


It appearing to the Commission that: 

(a) On January 29, 1941, Indiana & Michigan Electric Company, South 
Bend, Indiana (hereinafter referred to as Indiana & Michigan) filed its re- 
classification and original cost studies of electric plant pursuant to the re- 
quirements of electric plant accounts instruction 2—D of the Commission’s 
Uniform System of Accounts Prescribed for Public Utilities and Licensees, 
and the Commission’s order of May 11, 1987, relating thereto; 

(b) The staff of this Commission, in collaboration with the staffs of the 
Public Service Commission of Indiana and the Public Service Commission of 
Michigan, made a field examination of Indiana & Michigan’s studies and sub- 
mitted a report to this Commission entitled “Indiana & Michigan Electric 
Company, South Bend, Indiana, Report on the Reclassification and original 
Cost Studies of Electric Plant as at August 31, 1940,” which was served upon 
the company under date of December 2, 1942; 

(c) As a result of several conferences with members of the staff of this 
Commission, Indiana & Michigan, on April 22, 1943, filed its response to the 
staff report accepting all of the adjustments proposed therein except as to 
certain items with respect to classificationeof transmission and distribution 
plant accounts ; 
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(d@) On March 22, 1944, Indiana & Michigan submitted journal entries re- 
classifying the transmission and distribution plant accounts in accordance 
with the report of the staff ; 

(e) Subsequent to the preparation of the staff report, Indiana & Michigan 
made additional studies as recommended by the staff with respect to the fees 
paid to American Gas and Electric Company, an affiliate, for engineering and 
supervision services and determined that intercompany profits included therein 
and capitalized amounted to $1,324,192.11 which was classified in Account 107, 
electric plant adjustments ; 

(f) The above-mentioned determination of profit was made the subject of a 
field examination by the staff of this Commission ; 

(g) Indiana & Michigan, as a result of its studies, has classified $374.74 in 
Account 100.5, electric plant acquisition adjustments, and $8,747,444.09 in Ac- 
count 107, electric plant adjustments ; 

(h) Indiana & Michigan proposes to dispose immediately of the amount 
of $374.74 classified in Account 100.5, representing the excess of acquisition 
cost over original cost of acquired property, to Account 537, miscellaneous 
amortization ; 

(i) Indiana & Michigan proposes to dispose of the amount of $8,747,444.09, 
classified in Account 107 as follows: 


To Account 250, reserve for depreciation representing 
unrecorded and erroneously recorded retirements _ $326,323.91 
To Account 258.8, reserve for electric plant adjust- 


To Account 270, capital surplus .................... 
To Account 271, earned surplus __-_-.-_-.._---_---_ 3,855,844.30 
Subtotal ‘ 7,855,844.30 
Representing : 
Appraisal write-up and adjustments due to inter- 
company transactions relating to acquired 
property 6,531,773.39 
Intercompany profit on engineering and supervi- 
sion fees paid to American Gas and Electric 
Company 1,824,192.11 
Miscellaneous adjustments applicable to property 
inventory of August 31, 1940, credit (121.20) 


7,855,844.30 
To Account 271, earned surplus representing 
Profit on property purchased from subsidiary 
companies 410,000.00 
Bond discount capitalized 90,000.00 
Improper charges capitalized in connection with 
acquisition of subsidiary companies ____-___ 65,275.88 


8,747,444.09 


(j) The Public Service Commission of Indiana has by formal order approved 
the above-described disposition plans proposed by the company, and the Mich- 
igan Public Service Commission by letter dated June 27, 1944, has indicated 
it has no objection to such disposition ; 

The Commission finds that: 


1Capital surplus created by reduction in stated value of common stock approved by 
Securities and Exchange Commission on March 7, 1944. 
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Under the circumstances here presented, the proposed disposition of the 
amount of $374.74 classified in Account 100.5 as proposed in the above para- 
graph (h), and the amount of $8,747,444.09 as proposed in the above paragraph 
(i), is reasonable and appropriate for the purposes of the Act ; 

The Commission orders that: 

(A) Indiana & Michigan dispose of the amount of $374.74 classified in Ac- 
count 100.5, electric plant acquisition adjustments, as proposed in the above 
paragraph (h), and the amount of $8,747,444.09 classified in Account 107 as 
proposed in the above paragraph (i), hereof; 

(B) Indiana & Michigan submit, within 60 days from the date of this 
order, certified copies of the entries giving effect to the disposition of the 
amounts classified in Accounts 100.5 and 107 as herein approved and directed ; 

(C) The provisions of this order are not to be construed as dispensing with 
the necessity of full compliance with the requirements of the Public Utility 
Holding Company Act of 1935, and the rules, regulations and orders issued 
by the Securities and Exchange Commission. 


Order authorizing transmission of electric energy to Canada 


Puget Sound Power & Light Company 


(Docket No. IT-5893) 
July 18, 1944 


Upon application filed May 19, 1944, by Puget Sound Power & Light Com- 
pany of Seattle, Washington, for authority to transmit electric energy to 
Canada pursuant to section 202(e) of the Federal Power Act; and 

It appearing that: 

(a) The applicant desires to transmit electric energy over a line to be con- 
structed between its 50-kv loop line near Sumas, Whatcom County, Washington, 
and a point on the international boundary line, United States and Canada, 
about one mile west of Sumas where connection is to be made with the trans- 
mission system of the British Columbia Electric Railway Company, Ltd.; 

(b) The electric energy will be sold by applicant under the rates and terms 
contained in an agreement dated May 4, 1944, between applicant and the 
British Columbia Electric Railway Company, Ltd., a copy of which agreement 
was filed as Exhibit A to the application ; 

(c) On July 3, 1944, the applicant accepted the terms and conditions of a 
Presidential Permit signed by the President of the United States, authorizing 
the construction, operation, maintenance and connection at the border of the 
United States of facilities to be used in the transmission of electric energy 
to Canada hereinafter authorized ; 

(d) Notice of filing of said application was published in the Federal Regis- 
ter on May 31, 1944 (9 F. R. 5981-2) and given to interested State officials, 
but no protest or request for hearing thereon has been received, the Super- 
visor of Public Utilities of the Washington Department of Public Service 
recommending approval of the application ; 

The Commission finds that: ; 

(1) The applicant is the owner of the source of supply and the transmitter 
of the electric energy hereinafter authorized to be transmitted to Canada and 
will use in such transmission only dump or surplus power : 
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(2) The electric energy hereinafter authorized to be transmitted to Canada 
is not needed to supply customers in the United States; 

(3) The transmission of electric energy hereinafter authorized will not 
impede or tend to impede the coordination in the public interest of facilities 
subject to the jurisdiction of the Commission ; 

It is ordered that: 

(A) Puget Sound Power & Light Company be and it is hereby authorized 
to transmit electric energy from the United States to Canada in accordance 
with the terms and conditions as set forth in said application filed May 19, 
1944, subject to the condition that the rate of transmission shall not exceed 
15,000 kva; 

(B) The authorization herein granted may be modified from time to time 
or terminated at any time with or without cause, and in no event shall it 
continue more than three months after the cessation of hostilities in the pres- 
ent war as determined by Presidential proclamation or by act or resolution 
of Congress, or upon the date of termination or expiration of the Presidential 
Permit authorizing the construction, operation, maintenance, and connection 


of the facilities used in the transmission of electric energy pursuant to such 
authorization ; 


(C) The company shall conduct all operations pursuant to the aforesaid 
authorization in accordance with the provisions of the Federal Power Act and 
any pertinent rules, régulations, or orders issued by the Commission ; 

(D) The company shall install and maintain adequate metering equipment 
to measure the flow of all energy transmitted from the United States to Canada 
pursuant to the aforesaid authorization; shall make, keep and preserve full 
and complete records with respect to the movement of such energy; and shall 


furnish to the Commission such reports with respect to said transmission of 
electric energy as the Commission may deem necessary and appropriate and 
in such form and manner as the Commission may prescribe ; 

(E) The aforesaid authorization to transmit electric energy from the United 
States to Canada shall not be transferable or assignable, but shall continue in 
effect temporarily for a reasonable time thereafter in the event of the involun- 
tary transfer of facilities used thereunder by operation of law (including 
such transfers to receivers, trustees, or purchasers under foreclosure or judi- 
cial sale) pending the making of an application for permanent authorization 
and decision thereon, provided notice is promptly given in writing to the Com- 
mission accompanied by a statement that the physical facts relating to suffi- 
ciency of supply, rates, and nature of use remain substantially the same as 
before the transfer ; 

(F) The aforesaid authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
accounts, valuation, estimates or determination of costs, or any other matter 
whatsoever which may come before this Commission, or such other regulatory 
body, and nothing in this order shall be construed as an acquiescence by this 
Commission in any estimate or determination-of cost or any valuation of prop- 
erty claimed or asserted ; 

(G) Concurrently with the service of this order, the Presidential Permit 
described in paragraph (c) hereof be released and a copy transmitted to 
Puget Sound Power & Light Company by the Secretary. 
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Order issuing certificate of public convenience and necessity 


Cities Service Transportation and Chemical Company and 
‘ Cities Service Gas Company 


(Docket No. G—527) 
July 22, 1944 


It appears to the Commission that: 

(a) By joint application filed February 15, 1944, as amended, Cities Service 
Transportation and Chemical Company and Cities Service Gas Company (here- 
inafter referred to as “Transportation Company” and “Gas Company,” re- 
spectively, or jointly as “applicants”) seek a certificate of public convenience 
and necessity pursuant to section 7 of the Natural Gas Act, as amended, au- 
thorizing the Transportation Company to construct and the Gas Company to 
operate, under lease for a period of 10 years, the following-described facilities : 

(i) 43.6 miles of pipe line, ranging from 4% inches to 20 inches in diameter, 
to connect 37 new natural gas wells to be drilled by the Gas Company in the 
Hugoton Field with the Guymon, Oklahoma, compressor station of the Trans- 
portation Company; and 

(ii) Seven additional 1,000 horsepower gas compressor units at the Guymon 
compressor station, together with additional related facilities in such station 
and in the dehydration plant operated in conjunction therewith ; 

(b) This matter was set for public hearing by order dated March 8, 1944, 
and appropriate notice thereof wis duly given, including publication of such 
order in the Federal Register on March 11, 1944, Vol. 9, Page 2755, and trans- 
mittal thereof to the regulatory Commissions of Kansas, Missouri, Nebraska, 
Oklahoma and Texas. Pursuant to authority granted by order entered March 
14, 1944, Kansas City, Missouri, a municipal corporation intervened and par- 
ticipated in the hearing in this proceeding held on March 30, 1944, but no one 
opposed the granting of the application ; 

(c) By its opinion and orders entered September 30, 1948, docket Nos. G— 
488 and G-498, In the Matters of Cities Service Transportation and Chemical 
Company and Cities Service Gas Company, 3 F. P. C. 598, 52 P. U. R. (N.S.) 2438, 
the Commission authorized the Transportation Company to construct and 
operate facilities including a 26-inch natural gas main transmission line 231 
miles in length, extending in an easterly direction from a point near Guymon, 
Texas County, Oklahoma, in the Hugoton gas field, to the’ Blackwell compressor 
station of the Gas Company near Blackwell, Kay County, Oklahoma, an 8,000 
horsepower compressor station and dehydration plant at the western terminus 
of the 26” line (near Guymon), and a pipe line gathering system in the Hugo- 
ton gas field in Texas County, Oklahoma, to connect certain natural gas wells 
in that field with the Guymon compressor station. Such opinion and orders 
also authorized the Gas Company to construct and operate certain other fa- 
cilities required for the transportation of the Hugoton gas through its pipe 
line system ; 

(d) The initial capacity of the 26-inch Hugoton line and related facilities 
authorized in the aforesaid opinion and orders of September 30, 1943, is 140 
million cubic feet per day. The installation of the additional facilities here 
proposed will increase the capacity of the Hugoton line to 218 million cubic 
feet per day ; 

(e) The proposed additional facilities described in paragraph (a), above, are 
required to safeguard service to domestic consumers and to essential war 
industries ; 
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(f) Upon completion of construction of such additional facilities by the 
Transportation Company it is proposed that they, together with the facilities 
of the Transportation Company authorized by the Commission in docket No. 
G-—488, be operated by the Gas Company under lease as integra? parts of Gas 
Company’s interstate pipeline transportation system located in Texas, Okla- 
homa, Kansas, Missouri and Nebraska. The term of the proposed lease is for 
a period of ten years beginning on the day of completion in readiness for opera- 
tion of the facilities described therein ; 

(g) The proposed operation by the Gas Company of the facilities described 
in paragraph (a), above, will result in certain operating economies and will 
permit a more coordinated service to its consumers ; 

(h) The War Production Board and the Petroleum Administrator for War 
have assigned preference ratings to the Transportation Company for materials 
to be used in the construction of the proposed facilities ; 

(i) No increase in rates of the Gas Company is contemplated by reason of 
the proposed construction and operation of such facilities ; 

(j) The Transportation Company proposes to finance the construction of the 
proposed facilities through open account advances from its parent company, 
Empire Gas and Fuel Company, such sums to be funded by 10-year promissory 
notes bearing 54% per cent interest upon completion of such facilities ; 

(k) The gas supply available to the Gas Company in the Hugoton field will 
be adequate to supply the increased deliveries resulting from the construction 
and operation of the proposed facilities ; 

The Commission, having considered the application and the record thereon 
with respect to the matters involved and the issue presented, finds that: 

(1) Cities Service Transportation and Chemical Company, a Delaware corpo- 
ration having its principal place of business in Ponca City, Oklahoma, and 
Cities Service Gas Company, a Delaware corporation having its principal place 
of business in Bartlesville, Oklahoma, are natural-gas companies within the 
meaning of the Natural Gas Act, as heretofore found by the Commission in its 
opinion and orders entered September 30, 1943, in docket Nos. G-488 and G-493, 
supra; 

(2) The facilities proposed to be constructed by the Transportation Com- 
pany and operated by the Gas Company, described in paragraph (a), above, 
will be used for the transportation and sale in interstate commerce of natural 
gas subject to the jurisdiction of the Commission, as integral parts of appli- 
eants’ existing pipe line systems, and, therefore, the proposed construction and 
operation are subject to the requirements of subsections (c) and (e) of section 
7 of the Natural Gas Act, as amended ; 

(3) Applicants are able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas Act, 
as amended, and the requirements, rules, and regulations of the Commission 
thereunder ; 

(4) The proposed construction and operation are and will be required by the 
present and future public convenience and necessity, and a certificate therefor 
should be granted as hereinafter ordered ; 

The Commission orders that: 

(A) A certificate of public convenience and necessity be and it is hereby 
issued authorizing the Transportation Company to construct and the Gas Com- 
pany to operate until June 30, 1954, the facilities referred to in paragraph (a), 
above, and described in the application in this proceeding, for the transportation 
and sale of natural gas therein set forth, subject to the jurisdiction of the 
Commission upon the terms and conditions of this order ; 
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(B) Transportation Company shall complete the construction of the facili- 
ties herein authorized on or before December 31, 1944, and it shall report to 
the Commission in writing, under oath, the completion date of the facilities 
herein authorized, together with the date they are put in operation; 

(C) This certificate shall not be transferable and is without prejudice to 
the authority of this Commission or any other regulatory body with respect 
to contracts, notes, mortgages, lease agreements, rentals, interest rates, rates, 
charges, service, accounts, valuation, estimate or determination of cost, rate of 
return, depreciation, or any other matter whatsoever now pending or which may 
come before this Commission or other regulatory body, and nothing herein 
shall be construed as an acquiescence by this Commission in any estimate or 
determination of cost or any valuation of property claimed or asserted ; 

(D) Nothing herein is to be construed as affecting in any manner the deter- 
mination of the service area of applicants under section 7(f) of the Natural 
jas Act; 

(E) Nothing contained in this order is to be construed as in any manner 
changing or affecting the Commission’s opinion and interim order reducing 
rates, 3 F. P. C. 459, 50 P. U. R. (N.S.) 65, entered July 28, 1943, in docket No. 
G-141, or in any manner relieving the Gas Company from filing new rate 
schedules in conformity therewith ; 

(F) This certificate in so far as it relates to the operation of the proposed 
facilities shall be effective until June 30, 1954, provided, however, that the 
operations hereby authorized are conducted in accordance with the provisions 
of the Natural Gas Act and any pertinent rules, regulations or orders hereto- 
fore or hereafter issued by the Commission ; 

(G) Appropriate evidence of the issuance of this certificate shall be fur- 
nished to applicants. 


Order modifying order issuing certificate of public 
convenience and necessity 


Cities Service Transportation and Chemical Company, and 
Cities Service Gas Company 


(Docket No. G-—488) 


July 22, 1944 


It appears to the Commission that: 

(a) On September 30, 1943, the Commission entered its opinion and order* 
3 F. P. C. 598, 52 P. U. R. (N.S.) 248, in this proceeding issuing a certificate 
of public convenience and necessity under section 7(c) of the Natural Gas Act, 
as amended, authorizing Cities Service Transportation and Chemical Com- 
pany’ to construct and operate a 26-inch natural-gas main transmission pipe 
line approximately 231 miles in length, extending in an easterly direction from 
a point near Guymon, Texas County, Oklahoma, in the Hugoton gas field, to 
the Cities Service Gas Company’s’ Blackwell compressor station in Kay County, 
Oklahoma, together with certain other appurtenant facilities more fully de- 
scribed in paragraph (1) of the September 30, 1943 order; 

(b) Paragraphs (B) and (C) of the September 30, 1943 order required the 
Transportation Company to submit to the Commission the proposed plans for 
the permanent financing and for the operation of the aforesaid facilities; 


2 Hereinafter referred to as the September 30, 1943 order. 
? Hereinafter referred to as the “Transportation Company.” 
* Hereinafter referred to as the “Gas Company.” 
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(c) On February 4, 1944, The Transportation Company filed such proposed 
plans, and an application was filed by the Gas Company (in which Transporta- 
tion Company joined) seeking a modification of the certificate of public con- 
venience and necessity issued by the September 30, 1943 order to permit the 
Gas Company to operate the facilities authorized by such order as an integral 
part of the latter’s natural-gas transmission pipe line system. Under the pro- 
posed plans, the Transportation Company will finance and own the facilities 
referred to in paragraph (a), above, and the Gas Company will operate such 
facilities under a lease agreement with the Transportation Company, as here- 
inafter more fully described ; 

(d) This matter was set for public hearing by order dated March 8, 1944, 
and appropriate notice thereof was duly given, including publication of such 
order in the Federal Register on March 11, 1944, Volume 9, page 2754, and 
transmittal thereof to the regulatory commissions of Kansas, Missouri, Ne- 
braska, Oklahoma and Texas. Union Gas System, Inc. filed a “notice of pro- 
test” in this matter on February 29, 1944, but took no further action and 
offered no evidence with respect thereto. No one opposed the proposed plans 
for financing and operating the facilities nor did any one oppose the granting 
of the Gas Company’s application ; 

(e) As of March 16, 1944, the Transportation Company had obtained $310,- 
000 from Empire Gas and Fuel Company (hereinafter called “Empire”), its 
parent company, through the issuance and sale at par of its entire capital 
stock then outstanding, and $8,160,000 from Empire through advances on open 
account bearing interest at the rate of 6 per cent per annum. Empire proposes 
to make such further cash advances on open account as will be required to 
complete the construction of the facilities authorized by the Commission’s 
order of September 30, 1948, estimated to cost $9,486,523. Upon the completion 
of such facilities it is proposed that Transportation Company’s total open ac- 
count indebtedness to Empire will be funded by a promissory note bearing 
interest at the rate of 5144 per cent per annum, due 1954, and payable in whole 
or in part before maturity date without premium. The interest rate paid by 
Empire for these funds is 3% per annum ; 

(f) Under the plan of operation submitted in response to the Commission’s 
September 30, 1943 order, it is proposed that the Gas Company will operate the 
facilities pursuant to the terms of a ten-year lease from the Transportation 
Company and shall pay monthly to the Transportation Company as rental 
sums equal to the following: (1) all administrative and general expenses of 
the Transportation Company related to the leased facilities, other than interest 
on borrowed funds and debt discount and expenses ;‘ (2) monthly accruals for 
depreciation sufficient to amortize the cost of the leased facilities by November 
1, 1972;° (3) all income taxes; and (4) a stm sufficient to yield to the Trans- 
portation Company a return of 6% per cent on the Transportation Company’s 
cost of the facilities less the amount of the reserve for depreciation thereof; all 
as more fully set forth in the proposed lease, in evidence as Exhibit No. 174. 
The lease further provides in addition to such rentals, all taxes other than 
income and all costs of operating the leased facilities together with all neces- 
sary expenditures for repairs and maintenance shall be borne directly by the 
Gas Company. All replacements, however, are to be made for the account of 
the Transportation Company ; 

(g) The leased facilities will be used to transport natural gas from the Gas 


*The president of the Transportation Company testified that such expenses will not 
include officers’ salaries, and in total will be “a very small amount.” 
5 Such accruals for depreciation are to be computed on a straight-line basis. 
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Company’s leases and wells and those of its vendors in the Hugoton field into 
its existing gas transmission system at Blackwell, Oklahoma, and the opera- 
tion thereof by the Gas Company will permit a more coordinated service to its 
consumers. The cost of operating such leased facilities by the Gas Company 
as an integral part of its existing natural-gas system will be substantially less 
than would be incurred under separate operation; 

(h) The president of the Gas Company testified that the operation of the 
facilities under the proposed lease’ will not tend to increase or in any manner 
adversely affect that Company’s rates; 

(i) Both the Transportation Company and the Gas Company have repre- 
sented that they recognize that the provisions of the proposed lease are not 
binding upon the Commission in any matters pertaining to the fixing of just 
and reasonable rates ; 

The Commission, having considered the proposed plan of financing and 
operation, the application, and the record thereon with respect to the matters 
involved and the issues presented in this proceeding, finds that: 

(1) Cities Service Transportation and Chemical Company, a Delaware cor- 
poration having its principal place of business in Ponca City, Oklahoma, and 
Cities Service Gas Company, a Delaware corporation having its principal 
place of business in Bartlesville, Oklahoma, are natural-gas companies within 
the meaning of the Natural Gas Act, as heretofore found by the Commission 
in its opinion and orders entered September 30, 1943, in docket Nos. G—488 
and G-498, supra; 

(2) The facilities referred to in paragraph (a), above, are and will be used 
for the transportation and sale of natural gas, subject to the jurisdiction of 
the Commission, and the proposed operation thereof is subject to the require- 
ments of subsections (c) and (e) of section 7 of the Natural Gas Act, as 
amended ; 

(3) The proposed plan of financing as described in paragraph (e), above, 
would result in Empire charging its wholly owned subsidiary, the Transporta- 
tion Company, 544% interest for funds which Empire had obtained at an in- 
terest rate of 83%, an intercompany profit of 244% which would not be con- 
sistent with the public interest ; 

(4) Except as specified in paragraph (3) above, the proposed plans of finane- 
ing and operating the facilities, for which a certificate of public convenience 
and necessity was issued by the Commission’s order of September 30, 1943, 
are reasonably appropriate and permissible under the circumstances obtaining 
in this matter and should be permitted to become effective upon the terms and 
conditions hereinafter prescribed ; 

(5) The Gas Company is able and willing properly to do the acts and to 
perform the service proposed and to conform to the provisions of the Natural 
Gas Act, as amended, and the requirements, rules and regulations of the Com- 
mission thereunder ; 

(6) The present and future public convenience and necessity require the 
modification of the Commission’s order of September 30, 1943, entered in 
docket No. G-—488, to permit the Gas Company to operate the above-described 
facilities under the terms of the lease agreement above referred to, as herein- 
after ordered ; 

The Commission orders that: 

(A) A certificate of public convenience and necessity issued by the Com- 
mission’s order of September 30, 1948, In the Matter of Cities Service Trans- 
portation and Chemical Company, docket No. G-488, supra, be and it is hereby 
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modified and amended by deleting the words “and operate” from paragraph 
(A) of such order and by deleting paragraph (J) of such order; 

(B) The Gas Company be and it is hereby authorized to operate until June 
80, 1954, the facilities described in paragraph (1) of the Commission's Septem- 
ber 30, 19483 order, for the transportation and sale of natural gas subject to 
the jurisdiction of the Commission, under the lease agreement hereinabove 
referred to, upon the terms and conditions of this order ; 

(C) The authorization granted by the Commission’s September 30, 1943 
order to Cities Service Transportation and Chemical Company to operate the 
facilities therein described shall terminate when the provisions of this order 
become finally effective ; 

(D) Subject to the condition that the Transportation Company does not 
pay to Empire and Empire does not receive from the Transportation Company 
any interest in excess of the actual cost to Empire of securing the funds ad- 
vanced or loaned to the Transportation Company, the proposed plans of financ- 
ing and operating the facilities authorized by the Commission’s opinion and 
accompanying order entered September 30, 1948, in docket No. G-—488, supra, 
be and the same are permitted to become effective 60 days after service of this 
order, Provided, however, that in the event an application for rehearing is 
filed with respect to any provision of this order, this order shall not become 
operative until all its provisions become finally effective ; 

(E) Nothing herein contained shall be construed as an acquiescence by this 
Commission in any estimate or determination of cost or any valuation of such 
facilities. Nor shall the provisions of the agreements pertaining to the financ- 
ing, leasing and operation of such facilities be considered as binding upon the 
Commission in any proceeding for the determination of rates, costs, or other 
matters ; 

(F) This authorization shall not be transferable and is without prejudice 
to the authority of this Commission or any other regulatory body with respect 
to any matter now pending or which may come before this Commission or other 
regulatory body; 

(G) Nothing herein is to be construed as affecting in any manner the deter- 
mination of the service area of the Transportation Company or the Gas Com- 
pany under section 7(f) of the Natural Gas Act; 

(H) Nothing contained in this order is to be construed as in any manner 
changing or affecting the Commission’s opinion and interim order reducing 
rates entered July 28, 1943, in docket No. G—141, 3 F. P. ©. 459, 50 P. U. R. 
(N.S.) 65, or in any manner relieving the Gas Company from filing new rate 
schedules in conformity therewith. 


Order authorizing issuance of securities 
Montana—Dakota Utilities Co. 
(Docket No. IT-5897) 

July 22, 1944 


Montana—Dakota Utilities Co. (hereinafter referred to as “applicant”), a 
corporation having its principal business office at Minneapolis, Minnesota, filed 
its application on June 15, 1944, and an amendment thereto on July 20, 1944, 
for an order pursuant to section 204 of the Federal Power Act, authorizing 


it to issue 20,8941%4 shares of 5% series preferred stock at $100 par value 
per share; 
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It appears to the Commission from the verified application, as amended, and 
the record thereon that: 

(a) Negotiations for the underwriting of the issue were conducted on the 
basis of the underwriters’ proposal submitted in response to an advertisement 
published by the applicant inviting proposals for underwriting the sale of the 
proposed issue of stock, and no finders’ fees are to be paid; 

(ob) The purpose of the issuance of the stock is to redeem applicant’s out- 
standing $1,950,000 of 344% serial notes due serially at the rate of $390,000 
on March 15 in each of the years 1946 to 1950, inclusive, and toward the re- 
demption of applicant’s outstanding $390,000 of 244% serial notes due March 
15, 1945. Applicant proposes to redeem the balance of said 214% serial notes 
from its general funds; 

(c) The stock will be offered to the public at a price of $99 per share; 
underwriters’ commissions will be $3.50 per share; and the net price to the 
company (before expenses incident to the sale) will be not less than $95.50 per 
share. The company will also reimburse the underwriters for a portion of 
their legal and other expenses in the amount of $3,000; J 

(d@) Commission, discount, and expense on the new issue, together with 
call premiums and unamortized debt discount and expense relating to the 
notes to be redeemed, will be charged to earned surplus; 

(e) Written notice of the aforesaid application has been given to the Public 
Service Commission of Wyoming, the Public Service Commission of North 
Dakota, the Public Utilities Commission of South Dakota, the Board of Rail- 
road Commissioners of Montana, the Railroad and Warehouse Commission of 
Minnesota, and to the Governor of each of those States. Notice of the appli- 
eation was also published on June 21, 1944, in Volume 9, Federal Register, 
page 6892, stating that any person desiring to be heard or to make any protest 
with reference to the application should file a petition or protest on or before 
July 6, 1944. No protest or petition or request to be heard in opposition to 
the granting of such application has been received ; 

(f) The Public Service Commission of North Dakota, by order dated July 
18, 1944, in docket No. 4136, granted an application for authority to issue the 
proposed stock ; 

The Commission, having considered said application, as amended, and the 
record thereon, finds that: 

(1) Applicant is a corporation organized and existing under and by virtue 
of the laws of the State of Delaware, and carries on electric and natural gas 
utility business in the States of Montana, North Dakota and South Dakota 
and a gas utility business in the State of Wyoming. Of said States, only the 
State of North Dakota has any law under which the applicant’s security issues 
are regulated by a State commission ; 

(2) Applicant owns and operates fgqcilities, among others, for the transmis- 
sion and sale at wholesale of electric energy which is transmitted between the 
States of North Dakota and Montana, and consumed by persons other than 
the transmitter thereof at points outside the State in which it is generated. 
The applicant also owns and operates facilities in the State of North Dakota 
for the transmissjon of electric energy from that State, which energy is con- 
sumed by persons other than the transmitter thereof, at points in the Province 
of Saskatchewan, Dominion of Canada. The applicant is, therefore, a public 
utility within the meaning of that term as used in section 204 of the Federal 
Power Act; 


(8) The proposed issuance of 5% series preferred stock will constitute the 
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issuance of securities within the purview of section 204 of the Federal Power 
Act; 
(4) Applicant is not organized and operating in a State under the laws of 
which its security issues are regulated by a State commission within the mean- 
ing of section 204(f) of the Federal Power Act, and the proposed issue of 
stock is, therefore, not exempt by virtue of that section from the requirements 
of section 204 of the Act; 

(5) The proposed issuance of stock will not result in the capitalization of 
the right to be a corporation, or of any franchise, permit, or contract for con- 
solidation, merger, or lease in excess of the amount (exclusive of any tax or 
annual charge) actually paid as the consideration for such right, franchise, 
permit, or contract; 

(6) The proposed issuance of stock as hereinafter authorized and approved 
will be for a lawful object, within the corporate purposes of the applicant and 
compatible with the public interest, which is appropriate for and consistent 
with the proper performance by the applicant of service as a public utility and 
which will not impair its ability to perform that service, and is reasonably 
appropriate for such purposes ; 

The Commission orders that: 

(A) The proposed issuance of stock is authorized upon the terms and con- 
ditions and for the purposes set forth in the application subject to the pro- 
visions of this order ; 

(B) This authorization shall expire sixty days after the date of this order; 

(C) The applicant shall report with reference to the subject matter hereof 
as required by the Commission’s Rules of Practice and Regulations ; 

(D) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
accounts, valuations, estimates or determinations of cost, or any other matter 
whatsoever which may come before this Commission or any other regulatory 
body, and nothing in this order shall be construed as an acquiescence by this 
Commission in any estimate or determination of cost or any valuation of prop- 
erty claimed or asserted ; 

(E) Nothing in this order shall be construed to imply any guarantee or 
obligation on the part of the United States in respect to the securities to which 
this order relates. 


Order recording involuntary transfer of license 
(transmission line) 


Mineral Hill Leasing Company and Boss Tweed-Clipper Mines, Inc. 
(Project No. 1471) 
July 22, 1944 

It appearing to the Commission that: 

(a) The Commission issued a license to Mineral Hill Leasing Company on 
July 2, 1938, project No. 1471, pursuant to the provisions of the Federal Power 
Act, authorizing the operation and maintenance for a period of 25 years, of 
certain project works therein described affecting lands of the United States 
in Madison County, Montana; = 

(b) On August 28, 1943, Boss Tweed-Clipper Mines, Inc., a Delaware Corpo- 
ration filed a certified copy of a judgment and decree of the District Court, 
Fifth Judicial District of the State of Montana in and for the County of Madi- 
son, entered May 26, 1943, in cause No. 338914, John C. Tolson v. Pacific Gold 
Mining Company, et al., directing the execution of a tax deed conveying to 
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Boss Tweed-Clipper Mines, Inc., all title and interest of Mineral Hi’ Leasing 
Company in the project works covered by project No. 1471, including all privi- 
leges, rights-of-way, easements, franchisés, leases and licenses appurtenant 
thereto ; 

(c) It is appropriate that the records of the Commission be revised to show 
the involuntary transfer of the license for project No. 1471 from Mineral Hill 
Leasing Company to Boss Tweed-Clipper Mines, Inc; 

It is ordered that the records of the Commission be revised to show the 
involuntary transfer of the license for project No. 1471 as above recited, effec- 
tive as of May 26, 1943. 


Order authorizing and approving merger of facilities 
Union Electric Company of Missouri 
(Docket No. IT-5857) 

July 24, 1944 


Union Electric Company of Missouri (“applicant”), a corporation having its 
principal business office at St. Louis, Missouri, filed its application on October 
4, 1943, and amendments thereto on November 9, 1943, January 10, 1944, and 
February 25, 1944, for an order, pursuant to section 208 of the Federal Power 
Act, authorizing it to acquire electric utility facilities hereinafter described of 
Laclede Power & Light Company. On April 7, 1944, the Commission issued an 
order granting an application of Roy McKittrick, Attorney General of the 
State of Missouri, for permission to intervene in the proceeding. The proceed- 
ing came on for hearing before a Trial Examiner on May 29 to June 1, 1944, 
inclusive, and evidence both oral and documentary was introduced, and briefs 
thereafter filed by respective counsel for the applicant, the intervener and the 
Commission ; 

Upon consideration of the application, as amended, the record thereon and 
the briefs on file, it appears that: 

(a) Laclede Power & Light Company (“Laclede”), The Laclede Gas Light 
Company (“Gas Company”), and Phoenix Light, Heat and Power Company 
(“Phoenix”),? as sellers, and applicant, as buyer, have entered into a contract 
dated August 12, 1942 (a copy of which is made a part of the application as 
Exhibit L thereto), whereby the sellers agree to sell, and applicant to purchase, 
for a base purchase price of $8,600,000, all of the electric utility facilities 
owned by Laclede and the Gas Company (except the Catalan Street Plant of the 
Gas Company in St. Louis Missouri), consisting of certain facilities of Laclede 
for the transmission of electric energy from Dlinois to said City of St. Louis 
and facilities owned by Laclede and the Gas Company for the generation and 
distribution of electric energy in said City of St. Louis (the facilities owned 
by the Gas Company being operated by Laclede under lease); the good will 
and business of Laclede as a going concern; all franchises, permits and li- 
censes under which Laclede conducts its business; and certain leases, contract 
rights, merchandise, materials and supplies, fuel and customers’ accounts, all as 
more particularly described in the contract ; 

(b) Applicant and Laclede are each engaged in the electric utility business 


1The application states that “Phoenix (a wholly owned subsidiary of the Gas Com- 
pany) was joined as a party to the agreement because of interests or possible interest 
in certain of the properties of Laclede or the Gas Company, and will join in conveyances 
so as to obviate any title questions which otherwise might arise.” 
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in the City of St. Louis, Missouri; applicant's distribution system covering the 
entire city; that of Laclede, from 50% to 60% thereof. The facilities owned 
and operated by Laclede in said city include a generating station known as the 
Mound Street Power Plant, five substations with interconnecting 13 kv cables 
and lines and a 4500/120-240 volt general distribution system ; 

(c) The proposed consideration of $8,600,000 will admittedly result in an 
acquisition adjustment of $892,498.75 (Account 100.5, electric plant acquisition 
adjustments), consisting of the excess of such purchase price over applicant’s 
estimate of the original cost, as of June 30, 1943, of all electric facilities to be 
acquired, less reserves for depreciation on the books of Laclede and the Gas 
Company ; 

(d) Applicant further concedes that said estimated amount of $892,493.75 
does not represent the total of acquisition adjustments which will arise from 
the transaction, and that said amount “is subject to adjustment by the amount, 
undetermined at the present time, of the original cost, less net salvage and de- 
preciation reserve provisions, of certain duplicating facilities of Laclede and 
the Gas Company which will not be useful to Union and will be removed and 
retired by Union in connection with the physical integration of the purchased 
properties with Union’s facilities”; and considers that the whole of the pur- 
chase price, less the net salvage value of the useless facilities, is being paid 
solely for the properties which are useful to it; 

(e) Applicant proposes that said amount of $892,493.75 to be classified in 
Account 100.5, electric plant acquisition adjustments, shall be amortized over 
the remaining life (estimated at 22 years) of the used and useful properties 
purchased through Account 505, amortization of electric plant acquisition ad- 
justments, as an operating expense; and that the further acquisition adjust- 
ments, arising from the “duplicating facilities,” shall be charged to Account 
100.5 from time to time as the “duplicating facilities” purchased are retired, 
and that such amounts shall be disposed of by amortization in the same 
manner ; 

(f) Due written notice of the aforesaid application has been given to the 
Public Service Commission of Missouri, the Illinois Commerce Commission, 
and the Governor of each of those States. Notice of the application was also 
published on October 8, 1943, in Volume 8, Federal Register, page 3828, stating 
that any person desiring to be heard or to make any protest with reference to 
the application should file a petition or protest on or before October 22, 1943. 
The Attorney General of Missouri intervened but no other protest, petition 
or request to be heard in opposition to the granting of such application was 
filed ; 

(g) The Public Service Commission of Missouri has approved the proposed 
acquisition of facilities of Laclede and the Gas Company by applicant ; 

The Commission, having considered the application, as amended, the record 
thereon, and the briefs on file, finds that: 

(1) Applicant is a corporation organized and existing under and by virtue 
of the laws of the State of Missouri; 

(2) Applicant owns and operates facilities, among others, for the transmis- 
sion and sale at wholesale of electric energy generated in Missouri and Iowa 
and transmitted to Illinois, and generated in Illinois and transmitted to Mis- 
souri, such electric energy being consumed by persons other than the trans- 
mitter thereof at points outside the respective States in which it is generated. 
Applicant is therefore a public utility within the meaning of that term as used 
in section 208 of the Federal Power Act; 


(3) Laclede owns and operates facilities, among others, for the transmission 
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of electric energy which is generated in Illinois, transmitted therefrom to 
Missouri, and consumed in Missouri by persons other than the transmitter 
thereof, and is a public utility within the meaning of that term as used in 
Section 203 of the Federal Power Act; 

(4) By the proposed acquisition, applicant will, directly or indirectly, merge 
or consolidate its facilities subject to the jurisdiction of this Commission, with 
the electric utility facilities of Laclede and the Gas Company, each another “per- 
son” within the meaning of section 208 of the Federal Power Act, and such 
merger or consolidation accordingly requires prior authorization of the Com- 
mission under that section ; 

(5) A large portion of the distribution facilities of Laclede and the Gas 
Company duplicate applicant’s present facilities, and will not be needed by 
applicant. Numerous other of the distribution facilities of Laclede and the 
Gas Company will be of questionable utility to applicant. Applicant concedes 
that Laclede’s Rutger substation and circuits (except certain transformers), 
properties to be retired in connection with the adaptation of other Laclede 
substations to applicant’s system, and 7800 of the customers’ services to be 
acquired, will be useless to it, and proposes to retire these facilities within a 
period of three years following the consummation of the merger. The estimated 
acquisition adjustment arising from these facilities, based on applicant’s esti- 
mates of the original cost thereof less net salvage (gross salvage less removal 
and transfer costs) and less depreciation reserve, is $439,864 ; 

(6) The evidence is insufficient for a complete determination to be made 
at this time as to what portion of the additional facilities to be acquired by 
applicant will not be useful to or needed by it, and as to the total amount of 
the acquisition adjustment arising from such additional unneeded facilities. 
The evidence establishes, however, that the additional facilities which will 
not be useful to or needed by applicant and which applicant expects to retire 
in the relatively near future include 19,300 duplicate customers’ services in 
addition to the 7800 treated by applicant as duplicates, and poles, secondaries 
and primary mains, resulting in an addition of $793,375 to the acquisition ad- 
justments (bringing the total thereof to $2,125,732.75) based upon applicant's 
estimates of the original cost thereof and net removal and transfer expense, 
less depreciation ; 

(7) Substantially the whole of the aforesaid acquisition adjustments con- 
stitutes, in effect, payment for the franchises of Laclede and the Gas Com- 
pany, and for the elimination of competition in the electric utility business in 
the City of St. Louis. It does not appear that any amount was paid to the 
State of Missouri or a political subdivision thereof, as consideration for the 
grant of these franchises ; 

(8) Applicant has produced no evidence that substantial economies in operat- 
ing expenses will result from the proposed merger, or that the proposed merger 
will result in any other measurable benefits to rate-payers which are dependent 
upon the merger for their accomplishment. Applicant has made no showing 
which justifies its proposal to capitalize the excess over original cost, depre- 
ciated, of the useful facilities and to amortize such excess over the remaining 
life of the used and useful properties (estimated at 22 years) out of operating 
expenses ; 

(9) The merger, upon the conditions hereinafter provided, will be consistent 
with the public interest ; 

The Commission orders that: 

(A) Subject to the provisions of this order, the proposed merger by appli- 
eant of its facilities subject to the jurisdiction of this Commission with the 
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electric utility facilities of Laclede and the Gas Company, be and the same 
hereby is authorized and approved upon the terms and conditions set forth in 
the application, as amended ; 

(B) Applicant shall charge to earned surplus the excess of the purchase 
price over the estimated original cost of the electric properties to be acquired 
after deducting the applicable reserves for depreciation on the books of Laclede 
and the Gas Company from the estimated original cost. The estimated amount 
of such excess, $892,493.75, shall be so charged at the time of consummation 
of the purehase. Any additional amount of such excess disclosed by original 
cost and reclassification studies shall be so disposed of as the Commission may 
approve or direct upon the filing of such studies; 

(C) With respect to those costs (estimated at $1,233,239) which will be in- 
curred by reason of the purchase of facilities which are retired within ten 
years after the consummation of the transaction and are unnecessary to the 
maintenance of adequate service by the combined facilities, charges shall be 
made directly to earned surplus, at the time of the retirement of such facilities, 
for the difference between the original cost less net salvage and for the depre- 
ciation reserve estimated to have been accrued in respect to the property 
retired; provided, however, that if such charges to earned surplus are here- 
after shown to be unduly burdensome, then such retirements shall be charged 
in such manner as the Commission shall approve or direct ; 

(D) This authorization shall expire sixty days after the date of this order; 

(E) Applicant shall report with reference to the merger of facilities hereby 
authorized within ten days after the consummation thereof as required by the 
Commission’s Rules of Practice and Regulations; and shall file accounting 
entries within six months from the date of consummation of the proposed mer- 
ger as required by the provisions of the Uniform System of Accounts. In addi- 
tion, applicant shall, within ten days after the close of each twelve-month 
period after the consummation of the transaction, make a full report of its 
compliance with the provisions of paragraph (C) above; 

(F) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
accounts, valuations, estimates or determinations of cost, or any other matter 
whatsoever which may come before this Commission or any other regulatory 
body, and nothing in this order shall be construed as an acquiescence by this 
Commission in any estimate or determination of cost or any valuation of prop- 
erty claimed or asserted. 


Order authorizing and approving lease and merger of facilities 


Granite City Generating Company and 
Union Electric Company of Missouri 


(Docket No. IT-5868) 
July 24, 1944 


Granite City Generating Company (“Granite City”), a corporation having its 
principal business office at Granite City, Illinois, filed its application on No- 
vember 8, 1943, and amendments thereto on November 18, 1943, and Decem- 
ber 27, 1943, for an order authorizing the amendment of a certain indenture 
of lease between Granite City, as lessor, and Laclede Power & Light Company 
(“Laclede”), as lessee, dated March 1, 1938, in the respects hereinafter set 
out; and authorizing Granite City to consent to the assignment of said inden- 
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ture of lease by Laclede to Union Electric Company of Missouri (“Union”), 
and the substitution of Union as lessee thereunder. Such order is sought pur- 
suant to the Commission’s order issued on December 13, 1987, In the Matter 
of George B. Evans, Trustee for St. Louis Gas 4 Coke Corporation and Granite 
City Generating Company, docket Nos. IT-5472 and IT-5476, 1 F. P. ©. 511, 23 
P. U. R. (N.S.) 318, and pursuant to section 208 of the Federal Power Act. 
The application of Granite City, as amended, incorporates by reference the 
applications and record before the Commission in said matter, docket Nos. 
IT-5472 and IT-5476, and recites that Granite City consents to the Commission 
also considering in connection with this proceeding the record Jn the Matter 
of Union Electric Company of Missouri, docket No. IT-5857, and the applica- 
tion of Union in this proceeding, hereinafter referred to; 

On January 10, 1944, Union, a corporation having its principal business office 
at St. Louis, Missouri, filed its application for an order, pursuant to section 
203 of the Federal Power Act, authorizing: the assignment of the aforemen- 
tioned indenture of lease by Laclede to Union and the substitution of Union 
as lessee thereunder, and its operation of electric utility facilities covered by 
said lease agreement. Union’s application makes reference to its application 
in docket No. IT-5857, and accompanying exhibits, and incorporates portions 
thereof by reference, and also makes reference to the proceedings before this 
Commission in docket Nos. IT—5472 and IT-5476; 

Upon consideration of the verified applications, as amended, in this proceed- 
ing and the record thereon, and the applications and records thereon in the 
previous matters before the Commission involving the applicants and referred 
to in the applications herein, it appears that: 

(a) By the aforementioned indenture of’ lease between Granite City as 
lessor, and Laclede, as lessee (a copy of which is made a part of the application 
of Granite City as Exhibit A thereto) the lessor leased to the lessee its generat- 
ing plant and appurtenant facilities located at Granite City, Illinois, and two 33 
kv transmission lines, and appurtenances extending from the generating plant 
approximately 4.95 miles to the Missouri-Illinois State line connecting with 
similar transmission lines owned by Laclede, said lease being for a term of 
twenty-six years plus one calendar month commencing March 1, 1938, and end- 
ing March 31, 1964. By the aforementioned order issued on December 13, 1937, 
In the Matter of George B. Evans, Trustee for St. Louis Gas & Coke Corpo- 
ration, and Granite City Generating Company, docket Nos. IT-5472 and IT- 
5476, supra, the Commission authorized and approved the making of said 
lease, upon the condition, among others, that any modification, alteration, re- 
vision or amendment of said lease should become effective only after approval 
by the Commission ; 

(b) Laclede, Union and Granite City propose to enter into an agreement 
whereby Laclede will assign the lease agreement to Union; Union will assume 
all the obligations and agreements as in the lease agreement provided to be 
kept and performed by the lessee, upon the condition, however, that the lease 
agreement be amended by eliminating therefrom paragraph 6.10 thereof; 
Granite City will consent to the assignment of the lease by Laclede to Union, 
and will release Laclede from all further liability thereunder; and the 
parties will amend the lease agreement so as to eliminate paragraph 6.10 
thereof. Said paragraph 6.10 provides as follows: 

“That in the event Lessee, during the term of this lease, shall undertake any 
financing whereby it will be required to increase its annual fixed charges, as 
hereinafter defined, above the sum of $412,643.94 paid by it as rentals for 
leased property during the year ended December 31, 1934, it shall be obligated, 
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as a part of said financing, to provide funds for the purchase by it of all out- 
standing First Mortgage and Collateral Trust Certificates of the Lessor 
proposed to be issued as provided in the Second Amended Plan of Reorganiza- 
tion of St. Louis Gas & Coke Corporation as modified, amended, and confirmed, 
at the principal amount of said First Mortgage and Collateral Trust Certificates 
plus accrued interest thereon; provided that Lessee shall not be required to 
keep funds available for the purpose of said purchase, or to keep good any offer 
to purchase said certificates on said basis, for a period of more than six (6) 
months from the date of its original offer, or to renew such offer under any 
circumstances, once it has made and kept good such offer as aforesaid; and 
provided further that upon purchasing certificates it shall have the same 
rights as those conferred by the trust indenture securing said certificates 
upon any holder thereof. The term “fixed charges” for the purpose hereof, 
shall include only interest on funded indebtedness of Lessee now or hereafter 
created, amortization of debt discount and expense, and rentals for leased 
property and equipment, except the rental of $125,000 per year to be paid 
under this lease, the equivalent of said rental now being included as operating 
expenses of Lessee through the purchase of electric energy.” 

(c) Said indenture of lease is pledged with American National Bank and 
Trust Company of Chicago, as trustee under the mortgage securing the afore- 
mentioned bonds of Granite City; American National Bank and Trust Com- 
pany of Chicago, as such trustee, has consented to the assignment of the lease 
and the modification thereof, provided the terms and obligations of the lease 
are assumed by Union; 

(d) The Public Service Commission of Missouri has authorized the acquisi- 
tion by Union of the rights of Laclede under the indenture of lease from Granite 
City ; 

(e) Due written notice of the aforesaid respective applications has been 
given to the Public Service Commission of Missouri, the Illinois Commerce 
Commission, the Governor of each of those States, and American National 
Bank and Trust Company of Chicago, Trustee under first mortgage and in- 
denture of trust of Granite City Generating Company. Notice of the original 
application filed by Granite City was published on November 11, 1943, in 
Volume 8, Federal Register, page 15466, and notice of the amendment to the 
application of Granite City filed by it on December 27, 1943, and of the appli- 
eation filed by Union, was published on January 14, 1944, in Volume 9, Fed- 
eral Register, page 585, said notices of applications respectively stating that 
any person desiring to be heard or to make any protest with reference to the 
application should file a petition or protest on or before November 26, 1943, and 
January 28, 1944. No protest or petition or request to be heard in opposition 
to the granting of such application has been received ; 

The Commission, having considered the aforesaid applications, as amended, 
and materials above referred to, finds that: 

(1) Granite City is a corporation organized and existing under and by virtue 
of the laws of the State of Illinois; 

(2) Union is a corporation organized and existing under and by virtue of 
the laws of the State of Missouri; 

(3) Granite City owns facilities, among others, for the transmission of 
electric energy which is generated in Illinois, transmitted therefrom to Mis- 
souri, and consumed in Missouri by persons other than the transmitter thereof, 


and is a public utility within the meaning of that term as used in section 203 
of the Federal Power Act; 
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(4) Union owns and operates facilities, among others, for the transmission 
and sale at wholesale of electric energy generated in Missouri and Iowa and 
transmitted to Illinois, and generated in Illinois and transmitted to Missouri, 
such electric energy being consumed by persons other than the transmitter 
thereof at points outside the respective States in which it is generated. Union 
is therefore a public utility within the meaning of that term as used in section 
203 of the Federal Power Act ; 

(5) By the proposed giving of its consent to the assignment of the lease 
agreement by Laclede to Union, and the substitution of Union as lessee there- 
under, Granite City will lease the whole of its facilities subject to the juris- 
diction of this Commission, and prior authorization therefor is accordingly 
required under section 203 of the Federal Power Act ; 

(6) By the proposed assignment of the indenture of lease to Union and the 
substitution of Union as lessee thereunder, and by Union’s operation of the 
electric utility facilities covered by said lease agreement, Union will, directly 
or indirectly, merge or consolidate its facilities subject to the jurisdiction of 
this Commission, with the electric utility facilities of Granite City, another 
“person” within the meaning of section 208 of the Federal Power Act, and such 
merger or consolidation accordingly requires prior authorization of the Com- 
mission under that section ; 

(7) The financial responsibility of Union furnishes assurance of its ability 
to meet the rental payments required by said lease, and upon the substitution 
of Union as lessee under the lease, the provisions of paragraph 6.10 thereof 
will not be necessary for the protection of the holders of Granite City’s out- 
standing first mortgage and collateral trust certificates, and the interests of the 
investors in such trust certificates will not be adversely affected by the elimina- 
tion of said paragraph. The proposed amendment of the lease, subject to the 
conditions hereinafter provided, will be consistent with the public interest; 

(8) The proposed lease and merger of facilities will not result in detriment 
to rate-payers or investors and, subject to the conditions hereinafter provided, 
will be consistent with the public interest ; 

The Commission orders that: 

(A) The proposed modification of the indenture of lease, the proposed lease 
by Granite City of its facilities subject to the jurisdiction of this Commission, 
and the proposed merger by Union of its facilities subject to the jurisdiction of 
this Commission with the electric utility facilities of Granite City, be and the 
same hereby are authorized and approved upon the terms and conditions set 
forth in the application, as amended, and subject to the provisions of this 
order ; 

(B) This authorization shall expire sixty days after the date of this order; 

(C) Granite City shall report with reference to the modification of lease 
and the lease of facilities hereby authorized, and Union with reference to the 
merger of facilities hereby authorized, within ten days after the consummation 
thereof as required by the Commission’s Rules of Practice and Regulations; 

(D) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
accounts, valuations, estimates or determinations of cost, or any other matter 
whatsoever which may come before this Commission or any other regulatory 
body, and nothing in this order shall be construed as an acquiescence by this 
Commission in any estimate or determination of cost or any valuation of prop- 
erty claimed or asserted. 
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Order staying former order and granting application 
for rehearing in part 


The Susquehanna Power Company and Philadelphia 
Electric Power Company 


(Project No. 405) 
July 26, 1944 


Upon consideration of the application of The Susquehanna Power Company 
and Philadelphia Electric Power Company, filed June 29, 1944, for a rehearing 
with respect to the Commission’s opinion and order of May 23, 1944, supra, 
p. 74, 54 P. U. R. (N.S.) 418, determining the actual legitimate original cost 
of project No. 405, as of December 31, 1932, and prescribing the accounting 
therefor, and for a stay of the order of May 23, 1944, pending rehearing, and 
upon consideration of the entire record in this proceeding; and 

It appearing to the Commission that: 

(a) The licensees’ application for rehearing sets forth contentions under 
objection No. 3 concerning interest during construction—post-license, and 
objection No. 4 concerning credit for power generated, on which a rehearing 
should be granted ; 

(b) With the exception of objection No. 3 and objection No. 4, the licensees’ 
application for rehearing does not present or allege any factual or legal con- 
tentions which would justify a rehearing; 

(c) By its opinion and paragraph (G) of the order of May 23, 1944, supra, 
the Commission reserved consideration of the portions of the claimed cost 
totaling $1,301,042.05, incident to the construction of a second track roadbed 
for the Pennsylvania Railroad, and ordered a further hearing with respect 
thereto to be held on a date to be set by the Commission ; 

The Commission finds that: 

It is necessary and appropriate that the licensees’ application for rehearing 
and stay be disposed of as hereinafter provided ; 

The Commission orders that: 

(A) A rehearing be held on objection No. 3 (interest during construction— 
post-license) and objection No. 4 (credit for power generated) in the licensees’ 
application for rehearing, such rehearing to begin at 9:30 a. m. on the 26th day 
of September, 1944, in the Hearing Room of the Commission, Hurley-Wright 
Building, 1800 Pennsylvania Avenue, N.W., Washington, D. C.; 

(B) At the hearing to be held pursuant to paragraph (A) supra, the li- 
censees be given an opportunity to present additional evidence with respect 
to the portions of the claimed cost totaling $1,301,042.05 incident to the con- 
struction of a second track roadbed for the Pennsylvania Railroad, which 
were reserved for further hearing by the Commission’s opinion and paragraph 
(G) of its order of May 23, 1944; 

(C) The Commission’s order of May 23, 1944, be and it hereby is stayed pend- 
ing further order of the Commission ; 

(D) The licensees’ application for rehearing and stay, in all other respects, 
be and it hereby is denied. 
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Order authorizing and approving merger of facilities 
and transfcr of license (minor) 


Idaho Power Company and West Coast Power Company 
(Docket No. IT-5908, Project No. 940) 
July 26, 1944 


Idaho Power Company (hereinafter sometimes referred to as “Ipco”), on 
July 1, 1944, filed its application for an order, pursuant to section 203 of the 
Federal Power Act, authorizing it to acquire the electric utility properties of 
and from West Coast Power Company, located in the State of Idaho; 

On July 17, 1944, West Coast Power Company (hereinafter sometimes re- 
ferred to as “West Coast”), and Ipco filed a joint application for the approval 
of the transfer of project license No. 940 from West Coast to Ipco; 

It appears to the Commission from the applications, and materials on file 
with the Commission incorporated by reference therein, that: 

(a) The properties of West Coast, which Ipco proposes to purchase, com- 
prise four separate systems consisting of six small power plants and approxi- 
mately 413 miles of electric transmission and distribution lines, serving ap- 
proximately 3200 customers in 15 communities and providing West Coast 
with gross revenues for the year 1943 of approximately $287,000. Two of 
West Coast’s systems are interconnected with Ipco’s system at Bourne in 
western Idaho and at Richfield and Ice Cave in south central Idaho, and upon 
acquisition Ipco proposes to interconnect its lines with the two remaining 
systems at New Meadows and at or near Cascade in western Idaho, after 
which the entire properties purchased will be operated as a part of an inter- 
connected system ; 

(b) Ipco has agreed to purchase the above properties for the sum of $685,- 
000 subject to certain adjustments from funds available therefor in its treasury 
as more fully set out in the contract of July 12, 1944, being Exhibit L of the 
application. The book cost of West Coast’s electric facilities to be acquired is 
$1,159,525.63 as of May 31, 1944, and based on the company’s reclassification 
and original cost studies, which have not been audited, the original cost of the 
electric facilities is stated to be $1,111,551.26 including intangibles in the 
amount of $15,990.35 as of May 31, 1944. Ipco will record the transaction by 
eliminating the intagibles (estimated at $15,990.35), by charging the original 
eost of acquired facilities exclusive of intangibles (estimated at $1,095,560.91) 
to its plant account and by crediting its reserve for property retirements with 
the difference between the consideration paid and the original cost (estimated 
at $410,560.91) ; 

(c) Ipeo, upon acquisition, will furnish electric power and energy in the 
territory served by the facilities to be acquired under its standard rate sched- 
ules which are generally lower than the rates now in effect in that territory, 
and following an anticipated rate reduction to be made on or about September 
1, 1944, now under consideration, it is indicated a savings to the customers of 
the systems acquired will result ; 

(d) Written notices of the application filed by Ipco have been duly given 
to the Public Utilities Commissioner of the State of Oregon, the Public Utilities 
Commission of the State of Idaho, the Public Service Commission of the State 
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of Nevada, and the Governors of each of those States; notice of the applica- 
tion was also published in the Federal Register on July 6, 1944, stating that 
any person desiring to be heard or to make any protest with reference to the 
application should file a petition or protest on or before the 20th day of July, 
1944. No petition or protest or request to be heard in opposition to the grant- 
ing of the above application has been received ; 

(e) Ipeo has filed an application with the Public Utilities Commissioner 
of Oregon for an order authorizing the above acquisition, and an application 
with the Public Utilities Commission of Idaho for a certificate of public con- 
venience and necessity authorizing it to serve in the territory involved herein. 
Both applications have been granted ; 

(f) West Coast holds a license for minor project No. 940 issued August 15, 
1931, for 50 years, covering a project on Rush Creek, Idaho, which license is 
to be transferred to Ipco; 

The Commission having considered the aforesaid applications and materials 
above referred to, finds that: 

(1) Ipeo is a corporation organized and existing under and by virtue of the 
laws of the State of Maine with its principal office at Boise, Idaho, and is en- 
gaged in the business of generating, transmitting and distributing electric 
energy to the public within the States of Oregon, Idaho and Nevada; 

(2) Ipeco owns and operates facilities, among others, for the transmission 
and sale at wholesale of electric energy which is generated in Idaho and trans- 
mitted therefrom to Oregon, and from Idaho to Nevada, and consumed by 
persons other than the transmitter thereof at points outside the State of 
Idaho, and such facilities are facilities for the transmission and sale at whole- 
sale of electric energy in interstate commerce. Ipco is therefore a public 
utility within the meaning of that term as used in section 208 of the Federal 
Power Act; 

(3) The electric utility facilities of West Coast which Ipco proposes to ac- 
quire have a value in excess of $50,000, and by the proposed acquisition Ipco 
will merge or consolidate its facilities subject to the jurisdiction of this Com- 
mission with the electric utility facilities of West Coast, another “person” 
within the meaning of section 203 of the Federal Power Act, and accordingly 
will require prior authorization of the Commission under that section; 

(4) As a part of an integrated system, the properties to be acquired will 
be operated both economically and conveniently as a part of Ipco’s system at 
a minimum of added operating cost. The proposed merger and consolidation 
should result in more economical operations and better service and will be 
consistent with the public interest ; 

(5) The proposed transferee (Ipco) of the license for project No. 940 has 
submitted evidence of compliance with all applicable state laws insofar as 
necessary for the operation of the project, as required by section 9 (b) of the 
Federal Power Act; 

(6) Approval of transfer of the license for project No. 940, as hereinafter 
approved, will not be inconsistent with the public interest ; 

Wherefore, the Commission orders that: 

(A) The proposed merger or consolidation by Idaho Power Company of its 
facilities subject to the jurisdiction of this Commission with the electric utility 
facilities of West Coast Power Company be and the same hereby is authorized 
and approved upon the terms and conditions set forth in the application, and 
subject to the provisions of this order ; 
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(B) This authorization shall expire within 60 days from the date of this 
order ; 

(C) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, accounts, 
valuations, estimates or determinations of cost or any other matter whatsoever 
which may come before this Commission or any other regulatory body, and 
nothing in this order shall be construed as an acquiescence by this Commission 
in any estimate or determination of cost or any valuation of property claimed 
or asserted ; 

(D) Idaho Power Company shall report with reference to the merger of 
facilities hereby authorized within ten days after the consummation thereof 
as required by the Commission’s Rules of Practice and Regulations, and shall 
file the appropriate accounting entries within six months of the date of con- 
summation of the proposed merger and consolidation as provided by the pro- 
visions of the Uniform System of Accounts; 

(E) The transfer of license for minor project No. 940 from West Coast 
Power Company to Idaho Power Company be and it hereby is approved, effec- 
tive as of the date of conveyance of the project properties, subject to section 
9.3 of the Commission’s Rules of Practice and Regulations; provided that the 
new licensee shall be subject to all the conditions of the license and to all the 
provisions and conditions of the Act not expressly waived in the license to the 
same extent as though it were the original licensee for the project. 


Order authorizing and approving merger of facilities 


The Empire District Electric Company, Lawrence 
County Water, Light & Cold Storage Company, 
Benton County Utilities Corporation, and 
Ozark Utilities Company 


(Docket No. IT-5899) 
July 31, 1944 


The Empire District Electric Company (hereinafter referred to as “Empire”), 
Lawrence County Water, Light & Cold Storage Company (hereinafter referred 
to as “Lawrence”), Benton County Utilities Corporation (hereinafter referred 
to as “Benton”), and Ozark Utilities Company (hereinafter referred to as 
“Ozark”), on June 20, 1944, filed a joint application for an order, pursuant to 
section 203 of the Federal Power Act, giving appropriate authorization for 
the consummation of transactions over which the Commission shall decide 
that it has jurisdiction in a proposed merger of Lawrence, Benton and Ozark 
with and into Empire; 

It appears to the Commission from the application as amended, and materials 
on file with the Commission incorporated by reference therein, that: 

(a) The properties of Lawrence and Ozark are located in the southwestern 
part of the State of Missouri, the properties of Benton are located in the north- 
western part of the State of Arkansas, and the properties of Empire are lo- 
cated in the southwestern part of Missouri, the southeastern part of Kansas, 
and the northeastern part of Oklahoma. The electric facilities of the four 
companies are presently interconnected and their service areas are contiguous 
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and, to some extent, overlapping. The facilities of the four companies upon 
consummation of the proposed merger will be operated as a single integrated 
electric system, and the separate existence of Lawrence, Benton and Ozark 
will thereupon cease, leaving Empire as the surviving corporation, with all 
rights, powers, privileges and franchises of a public as well as a private 
nature, of each of the constituent companies ; 

(b) All of the issued and outstanding common and preferred stock of each 
of the four companies, applicants herein, is owned or “held by” the Cities 
Service Power & Light Company, a “registered holding company,” within the 
meaning of that term as defined in the Holding Company Act of 1935, with the 
exception of 32,518 shares of preferred stock of Empire now held by the pub- 
lic, all as set out in the following tabulation: 


Par value 
Number of Owned by Owned by of stock 
shares out- public parent owned by 
standing company parent 
company 





















Empire 
6% Cumulative preferred 
par value of $100 each. ___-_~_~ 73,320 32,518 40,802 $4,080,200 
Common stock—par value 
RES Tal er RTA TP ID AD Lau ehocncs 19,429 1,942,900 











Common stock—par value 
lal aes SIRO basncqnsmsae 1,500 150,000 


Lawrence 
8% Cumulative preferred 

par value of $100 each____-____ BIOOO Pecctincttitinn 1,000 100,000 
Common stock—par value 


eoccasnsinasstenihihbadd Semmsiapiybbticsiblen 2,500 }.......-.-+ 2,500 250,000 


Benton 
7% Cumulative preferred 
par value of $100 each 
Common stock—par value 
Ba ee eee ae ot OD Riek dicneitil 300 30,000 


dic es Si Tia tie cad Ace a hceaisniednen ; 1 Gpetatnds taantsiie 6,560,600 























































TE kee mmaneme 75 7,500 








(c) As a part of the plan to effect the proposed merger, all the shares of 
common and preferred stock owned or “held by” Cities Service Power & 
Light Company, as described in paragraph (b) above, and all of the accumu- 
lated. and unpaid dividends on such shares of preferred stock of Empire, 
Lawrence and Benton, are to be converted into 150,000 shares of new common 
stock of Empire having a par value of $10.00 each ($1,500,000) ; 

(d) As a further part of the plan, Empire proposes to issue new 5% cumu- 
lative preferred stock and offer such shares in exchange for its present out- 
standing 6% cumulative preferred stock now held by the public (32,518 
shares) and to pay in cash the accrued and unpaid dividends ($19.50 ‘per 
share as of December 1, 1943) to all who surrender their certificates for the 
new stock, and granting the dissenting holders the right to obtain “fair value” 
for their shares in cash; 

(e) As soon as the merger is consummated, Empire proposes to issue an 
additional 200,000 shares of $10.00 par value each ($2,000,000) of it.. common 
stock, in exchange for and in satisfaction of the following debt securities and 
open account debt of Empire, Lawrence, Ozark and Benton, which are now 
“held by” or owing to Cities Service Power & Light Company, and are subject 
to adjustment for accrued interest : 




















eas lc haellcaehlUh 
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Empire: 









Principal amount 
First mortgage and refunding gold bonds, 5% series, due 


DIN rie rene oaoep nde eink hen namin $1,559,100.00 
Ozark: 
Income demand note __--_-__-__- 
Lawrence: 
First refunding mortgage 5% (now 6%), due September 1, 
I ch std stad tel a ernliatagiaceetl inc attained nn eaateaeiinane a eae 60,000.00 
6% demand notes —_._-- ih nite pitied heii ad aie 417,883.55 
Open account debt enitatncieniane tisiates 47,000.00 
Benton: 


me 74,921.00 








Income demand notes 398,120.53 






ieee ei talent a cen ees eee ae ~ $,357,025.08 






















(f) It is further stated in the application that as soon as the merger becomes 
effective Empire proposes to issue and sell $650,000 aggregate par value of 
5% cumulative preferred stock at not less than par and accrued dividends, 
and $10,600,000 principal amount of first mortgage bonds, 344% series, due 
1969, at not less than the principal amount and accrued interest. The proceeds 
from the sale of these securities are to be used to retire all outstanding bonds 
(principal amount $10,924,400, the redemption price of which is $11,144,060.75) 
other than those owned or “held by” Cities Service Power & Light Company; 

(g) In connection with the proposed merger, accounting adjustments total- 
ling $8,325,561.74 will be made by Empire which will include elimination of 
organization expense of the three companies being merged into it and amounts 
in excess of original cost of all four companies. These adjustments will be 


charged against capital surplus of $8,880,045.98 which will be made available 
as follows: 


Conversion of stock, debt and other obligations of constituent com- 
panies held by Cities Service Power & Light Company, having a face 
value of $9,984,387, into $3,500,000 par amount of common capital 













stock of the surviving corporation (Empire) —.....------------- $6,484,387 
Hxisting earned surplus (net for four companies) ~...._..._-___-- 2,246,246 
Bxisting capital surpiem (2.00 i ee 149,412 
Total capital surplug Defoe CRAPO .Q.. cnn pcccqennpangecensaes= 8,880,045 
ie Aa el cn rt ele 2 bl ith seltce 8,325,561 


Capital surplus of surviving corporation (Empire) ~.-.---.-.--~-- 554,484 


(h) The $8,325,561.74 of accounting adjustments proposed to be charged to 
capital surplus are summarized in the application as follows: 


Aggregate of the balances in Accounts 107 and 100.5 of Empire 
as reflected in the 2—D statement filed with Federal Power Com- 


I Tecate ac a ta a le, 
OR RE ie ee eet % 29,637.06 


An amount equal to dividend arrears to be paid to holders (other 
than Cities Service Power & Light) of preferred stock of Em- 








pire except those, if any, who do not participate in the merger_ 707,421.00 
Unamortized bond discount and expense of constituent corpora- 

A ian alacant tt it nin lela a 461,481.29 
Estimated premium and duplicate interest on bonds of constituent 

COPMEEEEIONE 00. DW FORIROE. cnstetienioanenetnnn i aca 356,190.75 








1 Total for Empire and Ozark. Lawrence and Benton have no capital surplus. 
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Estimated total of balances in Account 100.5 of Lawrence —__---- 72,612.00 
Sntangibies of} Oaeelh® si. 2 els be Be oo es 146,912.36 
Organization expense of Lawrence and Ozark —_--_.-------_---- 7,257.02 


sa cic ebiesialescadacesvacetecdiiomsamcelseakia apie aacmulcmecees semis agence | Cee 





Total 


(i) The proposed accounting adjustments will dispose of amounts which 
were the subject of the Commission’s order of October 20, 1942, In the Matter 
of Benton County Utilities Corporation, docket No. IT-5744, 3 F. P. C. 838, 
and its order of June 13, 1944, In the Matter of The Empire District Electric 
Company, docket No. IT-5746, supra, p. 613. No reclassification and original 
cost studies have been formally filed with respect to Ozark or Lawrence, and 
no field study made by the Commission’s staff of these companies ; 

(j) The application states that the proposed merger will result in (1) com- 
bining in one corporate entity electric utility assets constituting a single in- 
tegrated system thereby eliminating three unnecessary corporations, (2) 
simplifying the capital structure, lowering preferred dividend rates, and 
assuring an equitable distribution of voting power among the preferred and 
common stockholders of the surviving corporation, (3) facilitating the reclas- 
sification of accounts of the constituent corporations in compliance with the 
requirements of regulatory authority, and (4) effecting the disposal by Cities 
Service Power & Light Company of its interest in the constituent corporations ; 

(k) Written notices of the application have been duly given to the Public 
Service Commission of the State of Missouri, the Department of Public Utili- 
ties of the State of Arkansas, the State Corporation Commissions of the States 
of Kansas and Oklahoma, and the Governors of each of those States. Notice of 
the application was also published in the Federal Register on June 27, 1944, 
stating that any person desiring to be heard or to make any protest with 
reference to the application should file a petition or protest on or before the 
13th day of July, 1944. No petition or protest or request to be heard in oppo- 
sition to the granting of the above application has been received; 

(1) Empire, Lawrence, Benton and Ozark have filed an application with the 
Public Service Commission of Missouri for an order authorizing the above mer- 
ger, and Empire has filed an application with the State Corporation Commis- 
sion of Kansas for a certificate permitting it to issue the securities described 
above. Both applications have been granted ; 

The Commission, having considered the aforesaid application and materials 
above referred to finds that: 

(1) Empire is a corporation organized and existing under and by virtue 
of the laws of the State of Kansas with its principal office at Joplin, Missouri, 
and is engaged in the business of generating, transmitting and distributing 
electric energy in the States of Kansas, Oklahoma and Missouri. It owns and 
operates facilities, among others, for the transmission and sale at wholesale 
of electric energy generated in one state, transmitted therefrom and consumed 
in another by persons other than the transmitter thereof. Such facilities are 
facilities for the transmission and sale at wholesale of electric energy in 
interstate commerce, and Empire is therefore a public utility within the mean- 
ing of that term as used in section 203 of the Federal Power Act ; 

(2) Lawrence and Ozark are corporations organized and existing by virtue 
of the laws of the State of Missouri with their principal offices at Joplin, 
Missouri. Benton is a corporation organized and existing by virtue of the 
laws of Arkansas, with its principal office at Gravette, Arkansas. Each of these 
three companies owns and operates facilities, among others, for the trans- 


? Appraisal appreciation. 
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mission and sale at wholesale of electric energy generated in one state, trans- 
mitted therefrom and consumed in another by persons other than the trans- 
mitter thereof. Such facilities are factlities for the transmission of electric 
energy in interstate commerce and Lawrence, Ozark and Benton are, there- 
fore, public utilities within the meaning of that term as used in section 203 
of the Federal Power Act; 

(3) By the proposed merger, Empire will ‘merge or consolidate facilities 
subject to the jurisdiction of this Commission, owned and operated by it, with 
facilities of other persons, within the terms of section 203; 

(4) Under section 9(b) of the Public Utility Holding Company Act of 
1935, the proposed merger, as to Empire, is not subject to the requirements 
of section 9(a) of said Act. With respect to the proposed merger, Empire 
is, therefore, not exempt under section 318 of the Federal Power Act from 
the requirements of section 208 of that Act; 

(5) Lawrence, Benton and Ozark are subject to the requirement of Rule 
U-—43 of the General Rules and Regulations under the Public Utility Holding 
Company Act of 1935, promulgated by the Securities and Exchange Commis- 
sion, with respect to the disposition of facilities by the proposed merger, and 
have not been exempted by that Commission. Each is, therefore, exempted 
under the provisions of section 318 of the Federal Power Act from any re- 
quirement of section 203 with respect to that disposition ; 

(6) The proposed accounting adjustments in connection with the merger 
are reasonable and appropriate for the purposes of the Act; 

(7) The proposed merger or consolidation of facilities will tend to the ad- 
vancement of the integration of the facilities involved, will result in the sim- 
plification of the corporate structure of applicants, will improve the capital 
structure of Empire, the surviving company, and will be consistent with the 
public interest ; 

Wherefore, the Commission orders that: 

(A) The proposed merger or consolidation by Empire of its facilities subject 
to the jurisdiction of this Commission with the electric utility facilities of 
Lawrence, Benton and Ozark is hereby authorized and approved upon the 
terms and conditions set forth in the joint application, as amended, and sub- 
ject to the provisions of this order ; 

(B) This authorization shall expire within 60 days from the date of this 
order ; 

(C) The foregoing authorization is without prejudice to the authority of 
this Commission, or any other regulatory body, with respect to rates, services, 
accounts, valuations, estimates or determinations of cost, or any other matter 
whatsoever which may come before this Commission or any other regulatory 
body, and nothing in this order shall be construed as acquiescence by this 
Commission in any estimate or determination of cost, or any valuation of 
property claimed or asserted ; 

(D) Empire shall report with reference to the merger of facilities hereby 
authorized within 10 days after the consummation thereof, as required by the 
Commission’s Rules of Practice and Regulations, and shall file the appropriate 
accounting entries within six months of the date of consummation of the pro- 
posed merger and consolidation, as required by the provisions of the Uniform 
System of Accounts. 
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Order authorizing issuance of license (major) 


Connecticut River Power Company and 
New England Power Company 


(Project No. 1904) 
August 1, 1944 


Upon joint application filed March 2, 1943, by Connecticut River Power 
Company, of Littleton, New Hampshire, and New England Power Company of 
Boston, Massachusetts, for license under the Federal Power Act for the opera- 
tion and maintenance of a constructed major project (known as the Vernon 
Project and designated as project No. 1904) located on the Connecticut River, 
a navigable water of the United States, in Cheshire County, New Hampshire; 
Windham County, Vermont; and in Franklin and Worcester Counties, Mas- 
sachusetts; and affecting lands of the United States only at the Birch Hill 
Flood Control Project crossed by the Vernon-Pratts Junction transmission line 
in Royalston and Winchendon, Massachusetts, which application was filed at 
the Commission’s request made by letter of March 27, 1942; and 

It appearing that: 

(a) The project consists of a concrete dam about 956 feet in over-all length 
and about 58 feet in maximum height across the river between Hinsdale, New 
Hampshire, and Vernon, Vermont, containing a spillway section 600 feet long, 
with flashboards carried to a height of 8 feet above the crest, and a non-over- 
flow section about 356 feet long comprising headworks and a powerhouse with 
installed hydraulic capacity of 41,560 horsepower; two 66,000-volt transmission 
lines with a total length of 76.36 miles, terminating at Bellows Falls, Vermont 
(single circuit of 29.20 miles), and at Pratts Junction, Massachusetts (double 
circuit of 47.16 miles), respectively; a 19,000-volt transmission line 6.41 miles 
long (double circuit for 5.0 miles and single circuit for 1.41 miles) terminating 
at Brattleboro, Vermont; and appurtenant switching structures and miscel- 
laneous electrical equipment ; 

(0) New England Power Company joined in the application for license to 
the limited extent of its ownership and operation of the Massachusetts portion 
only of the Vernon (Vermont)—Pratts Junction (Massachusetts) 66,000-volt, 
double circuit transmission line which is included in its entirety in the appli- 
cation as a project facility ; 

(c) The Vernon-Pratts Junction transmission line was constructed and 
operated before the Birch Hill Flood Control Project was undertaken by the 
War Department for flood control purposes; under date of August 1, 1941, 
an agreement was entered into between the United States of America, New 
England Power Company, and New England Power Service Company under 
which said line at the Flood Control Project has been relocated and altered; 
and under which agreement deeds are to be delivered pursuant to provisions 
of the Flood Control Act approved June 28, 1938, as amended August 11, 1939, 
effecting an appropriate exchange of lands and easements, the new or relo- 
cated right-of-way easement being vested in the applicant company ; 

(d@) Construction of the project was commenced in 1907 and the units placed 
in operation in 1909 and 1910; the original project included the hydroelectric 
development with eight generating units, the 66,000-volt line to Pratts Junc- 
tion, and the 19,000-volt line to Brattleboro; additions to and revisions in the 
transmission lines were made intermittently until 1924, when a new link was 
constructed at the southern end of the Vernon-Brattleboro line and the voltage 
raised to 66,000, permitting the use of that voltage between Vernon and Bel- 





le 
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lows Falls through a tie-in with a line previously constructed between Brattle- 
boro and Bellows Falls; since 1924, the Vernon-Brattleboro line has been op- 
erated as a double-circuit 19,000-volt line for 5.0 miles of its length; an addi- 
tion to the generating station and the installation of two additional generating 
units and two single-runner wheels were commenced in 1918 and completed 
in 1921; in 1924 and 1925, the three-runner wheels in four of the original 
generating units were replaced by wheels of the single runner type; a similar 
modernization in the interest of efficiency is planned for units Nos. 5 to 8, 
inclusive, which still have the three-runner wheels installed in 1909-1910; and 
unusual ice conditions may require strengthening of the dam at some future 
time ; 

(e) The Secretary of War and the Chief of Engineers have approved the 
plans of the project structures affecting navigation, subject to certain condi- 
tions as hereinafter provided ; 

(f) The Assistant Secretary of the Interior, acting for the Secretary of the 
Interior, has informed the Commission that fishways exist in all dams on the 
Connecticut River below the Vernon Dam and has recommended that a fishway 
be required at that dam; 

(g) The Connecticut River, from its mouth up to and above the project, is 
a navigable water of the United States as found by the Commission on March 
4, 1941 In the Matter of Bellows Falls Hydro-Electric Corporation, et al., 
docket No. IT-5584, 2 F. P. C. 380, 37 P. U. R. (N.S.) 257; 

(h) Congress has authorized construction by the War Department of a 
number of reservoirs in the Connecticut River Basin which, it is anticipated, 
will inerease the low month flow from about 2,500 cubic feet per second to a 
minimum of 5,900 cubic feet per second; and studies indicate.that with certain 
improvements to the project and with a better regulated stream flow, the in- 
stalled capacity should be increased from the present 24,400 kilowatts to pos- 
sibly as high as 60,000 kilowatts ; 

The Commission, having considered the application and the record thereon, 
finds that: 

(1) The applicants are subsidiaries of New England Power Association ; 
Connecticut River Power Company is a corporation organized under the 
laws of the State of New Hampshire; New England Power Company is a 
corporation organized under the laws of the Commonwealth of Massachusetts ; 
and both companies have submitted satisfactory evidence of compliance with 
the requirements of all applicable State laws insofar as necessary to effect 
the purposes of a license for the project ; 

(2) No conflicting application is before the Commission ; 

(3) Public notice has been given as required by the Act; 

(4) The project does not affect any Government dam, nor will the issuance 
of a license therefor as hereinafter provided affect the development of any 
water resources for public purposes which should be undertaken by the United 
States itself; 

(5) Under present circumstances and conditions, and upon the terms here- 
inafter imposed, the project is best adapted to a comprehensive plan for im- 
proving and developing the Connecticut River for the use and benefit of inter- 
state commerce, for the improvement and utilization of water power develop- 

ment, and for other beneficial public uses, including recreational purposes; 

(6) The installed horsepower capacity of the project hereinafter authorized 
is 41,560 horsepower and the energy generated thereby is used for public 
utility purposes ; 
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(7) In accordance with section 10(d) of the Act, the rate of return upon 
the net investment in the project and the proportion of surplus earnings to 
be paid into and held in amortization reserves are reasonable as hereinafter 
specified ; 

(8) The amount of annual charges to be paid under the license for the 
purpose of reimbursing the United States for the costs of administration of 
Part I of the Act is reasonable as fixed and specified in paragraph (D) hereof; 

(9) On December 23, 1937, the Commission ordered an investigation under 
docket No. IT-5501, of the maintenance and operation of hydroelectric power 
developments (including the Vernon Project) not under license from the Fed- 
eral Power Commission and located on streams over which Congress has juris- 
diction under its authority to regulate commerce with foreign nations and 
among the several States; 

(10) The maps, plans, specifications, and statements filed as part of the 
application and designated as Exhibit J-1 (FPC No. 1904-1), Exhibit J-2 
(FPC No. 1904-2), Exhibit K-38, sheets 1 to 8, inclusive (FPC Nos. 1904-38 to 
10, inclusive), Exhibit L, sheets 1 to 6, inclusive (FPC Nos. 1904-11 to 16, 
inclusive) and Exhibit M, respectively, conform to the Commission’s rules and 
regulations ; 

(11) In view of the war emergency, applicants should be allowed additional 
time within which to file Exhibit F, Details as to Project Lands, and applicant, 
Connecticut River Power Company, should be allowed additional time within 
which to file Exhibit K, Detail Map of Entire Project Area (other than for 
transmission lines), in accordance with the Commission’s Rules of Practice 
and Regulations; and 

It is ordered that: 

(A) A license for a period effective January 1, 1938, and terminating June 
80, 1970, be issued to Connecticut River Power Company and New England 
Power Company, as joint licensees, to the extent of the ownership and opera- 
tion of facilities of the Vernon Project by each company, for the operation 
and maintenance of the project, subject to the provisions of the Act and the 
rules and regulations thereunder ; 

(B) The license shall contain the usual conditions and provisions for li- 
censes issued under section 4(e) of the Act for such projects and the follow- 
ing special conditions: 

(i) Insofar as any material is dredged or excavated in the operation and 
maintenance of the project, or in the prosecution of any work authorized 
under this license, such material shall be removed and deposited so it will 
not interfere with navigation and will be to the satisfaction of the District 
Engineer, War Department, in charge of the locality ; 

(ii) The United States specifically retains and safeguards the right to use 
water in such amount, to be determined by the Secretary of War, as may be 
necessary for the purposes of navigation; and the operation by the licensee, 
Connecticut River Power Company, of the project works so far as such op- 
eration involves the use, storage, and discharge from storage of waters of the 
Connecti¢ut River at this project, shall at all times be controlled by such 
reasonable rules and regulations as the Secretary of War may prescribe in 
the interest of navigation, and as the Commission may prescribe for the pro- 
tection of life, health, and property, and in the interest of the fullest practi- 
eable conversation and utilization of such waters for power purposes and for 
other beneficial public uses, including recreational purposes; and the licensee, 
Connecticut River Power Company, shall release water from the project res- 
ervoir at such rate in cubic feet per second, or such volume in acre-feet per 
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specified period of time, as the Secretary of War may prescribe in the interest 
of navigation, or as the Commission may prescribe for the other purposes 
hereinbefore mentioned ; a 

(iii) The operation of any navigation facilities which may be constructed 
as a part of, or in connection with, any dam or diversion structure constitut- 
ing a part of the project works shall at all times be controlled by such reason- 
able rules and regulations in the interest of navigation, including the control 
of the level of the pool caused by such dam or diversion structure, as may 
be made from time to time by the Secretary of War; such rules and regula- 
tions may include the installation, maintenance, and operation by the licensee, 
Connecticut River Power Company, at its own expense, of such lights and 
signals as may be directed by the Secretary of War; 

(iv) Whenever the United States shall desire to construct, complete, or im- 
prove navigation facilities in connection with this project, the licensee, Con- 
necticut River Power Company, shall convey to the United States, free of 
cost, such of its lands and rights-of-way and such right of passage through 
its dam or other structures, and permit such control of pools as may be re’ 
quired to complete such navigation facilities ; 

(v) The licensee, Connecticut River Power Company, shall construct and 
install such appliances as are necessary for furnishing power for the operation 
of navigation facilities, including lights and signals, whether constructed by the 
licensee, Connecticut River Power Company, or by the United States, and 
shall furnish free of cost to the United States. power for the operation of 
such navigation facilities ; 

(vi) The licensee, Connecticut River Power Company, shall, within six 
months from the date of issuance of the license, submit to the Commission 
for approval by the Secretary of the Interior plans for a fishway in connection 
with the project dam and shall, within six months after approval thereof, 
complete the fishway in accordance with the approved plans, and shall there- 
after operate and maintain the fishway as may be prescribed by the Commis- 
sion upon recommendation of the Secretary of the Interior ; 

(vii) Within three years from the date of issuance of the license, the li- 
censees shall file Exhibit F, and the licensee, Connecticut River Power Com- 
pany, shall file Exhibit K for the project area other than that occupied by 
transmission lines in accordance with the Commission’s Rules of Practice and 
Regulations ; 

(viii) At such time as the Commission, after notice and hearing, shall direct, 
the licensee, Connecticut River Power Company, shall alter and enlarge the 
Vernon Project in accordance with such plans as may be found by the Com- 
mission to be best adapted to a comprehensive plan for improving and devel- 
oping the Connecticut River for the use and benefit of interstate commerce, 
for the improvement and utilization of water power development, and for 
other beneficial public uses, including recreational purposes, and otherwise in 
conformity with the Federal Power Act; 

(ix) The actual legitimate original cost and accrued depreciation as of 
the effective date of the license, namely, January 1, 1938, shall be determined 
in accordance with the Act and the Commission’s rules and regulations; 

(x) The licensee, Connecticut River Power Company, shall, upon order of the 
Commission, make such changes, alterations, or additions in the design and in 
existing structures as the Commission may deem necessary for the protection 
of life, health, and property ; 

(C) The license shall provide that after the first 20 years of operation of 
the project under the license, namely, after December 31, 1957, six (6) per 
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cent per annum shall be the specified rate of return on the net investment 
in the project for determining surplus earnings in accordance with the pro- 
visions of section 10(d) of the Act, for the establishment and maintenance 
of amortization reserves to be held until the termination of the license, or in 
the discretion of the Commission, to be applied from time to time in reduction 
of the net investment in the project, and one-half of all surplus earnings in 
excess of six (6) per cent per annum received in any calendar year shall be 
paid into and held in such amortization reserves ; 

(D) Subject to the provisions of section 10(e) of the Act and the rules 
and regulations of the Commission thereunder, the licensee, Connecticut River 
Power Company, shall pay to the United States an annual charge starting 
January 1, 1938, for the purpose of reimbursing the United States for the 
costs of administration of Part I of the Act, of one (1) cent per horsepower 
on the horsepower capacity authorized to be installed (41,560 horsepower), 
plus two and one-half (2%) cents per 1,000 kilowatt-hours of gross energy 
generated by the project during the fiscal year ended June 30 of the calendar 
year for which the charge is made; 

(E) The maps, plans, specifications, and statements specified in finding (10) 
above be and they are hereby approved as part of the license for the project. 


Order approving disposition of amounts classified in Account 
100.5, electric plant acquisition adjustments, and 
Account 107, electric plant adjustments 


Southwestern Public Service Company 


August 1, 1944 


’ 


It appearing to the Commission that: 
(a) Southwestern Public Service Company, Dallas, Texas, (hereinafter 
sometimes referred to as Scuthwestern) through a plan of integration and 
simplification approved by the Securities and Exchange Commission and con- 
summated September 17, 1942, (as of September 1, 1942, for accounting pur- 
poses) acquired the properties of Texas-New Mexico Utilities Company, Pan- 
handle Power and Light Company, Cimarron Utilities Companies, Guymon Gas 
Company, General Public Utilities, Inc., and Gulf Public Service Company ; 

(b) Prior to the above acquisition, Texas-New Mexico Utilities Company 
(hereinafter sometimes referred to as Texas-New Mexico) filed its reclassifi- 
cation and original cost studies of electric plant accounts as of January 1, 1937, 
with this Commission pursuant to electric plant accounts instruction 2-D of 
the Uniform System of Accounts Prescribed for Public Utilities and Licensee: 
and the Commission’s order of May 11, 1937, relating thereto; 

(ec) Thereafter a field examination of the studies was made by the staff 
of the Commission and a report thereon by the staff was made and served on 
Texas-New Mexico, February 19, 1942, with a request to make additional 
studies ; 

(d) On September 30, 1943, Southwestern filed with the Commission certain 
statements as to balances remaining as of August 31, 1943, relating to the 
electric properties formerly owned by Texas-New Mexico and classified therein 
$1,211,368.58 (subsequently adjusted to $1,211,447.57) in Account 100.5, electric 


plant acquisition adjustments, and $429,451.04 in Account 107, electric plant .ad- 
justments ; 












































APPENDIX—ORDERS 675 


(e) On March 17, 1944, Southwestern purchased from Kansas City Power 
& Light Company pursuant to approval by the State Corporation Commission 
of Kansas, the State Corporation Commission of New Mexico, and the Se- 
curities and Exchange Commission’, all the properties of the vendor situated 
in Morton County, State of Kansas; 

(f) Southwestern’s recorded cost of the purchase from Kansas City Power 
& Light Company was less than the claimed original cost, less accrued de- 
preciation, of the property ; 

(g) Southwestern has established a credit balance as applicable to the 
electric property purchased from Kansas City Power & Light Company of $88,- 
675.12 in Account 100.5, electric plant acquisition adjustments ; 

(h) On May 4, 1944, Southwestern filed with the Commission proposed 
plans for disposing of the above amounts classified in Accounts 100.5 and 107; 

(i) Southwestern proposes to dispose of the net amount of $1,122,772.45 
classified in Account 100.5 by amortization over a period of 12 years beginning 
as of September 1, 1948, through equal annual charges to Account 537, mis- 
cellaneous amortization ; 

(j) Southwestern proposes to dispose of $160,434.35 of the above amount 
classified in Account 107 as follows: 


To Account 250, reserve for depreciation of electric 
plant $102,767.37 
Representing the following items predisposed of 
without Commission approval: 

Undercapitalized and unrecorded retirements 
Unrecorded retirement of acquired property 103,983.83 
Under and over retirements of property, (credit).. (2,121.20) 

To Account 270, capital surplus 57,666.98 
Representing write-ups of electric plant. 


(k) Southwestern proposes to retain the remaining amount of $269,016.69 
classified in Account 107, representing intercompany profits on engineering and 
superintendence fees, pending final decision on similar items by the Court in the 
case of The California Oregon Power Company v. Federal Power Commission 
now pending before the United States Circuit Court of Appeals for the Ninth 
Yircuit, No. 10429, (150 F. 2d 25), and thereafter to dispose of the above 
amounts to earned surplus in the event the Commission is sustained ; 

The Commission finds that: 

Under the circumstances here presented it is reasonable and appropriate 
for the purpose of the Act that the net amount of $1,122,772.45 classified in 
Account 100.5 be disposed of as proposed in the above paragraph (i); that the 
amount of $160,434.35 classified in Account 107 be disposed of as proposed in 
the above paragraph (j); and that the remaining amount of $269,016.69 classi- 
fied in Account 107 referred to in the above paragraph (k) be retained in Ac- 
count 107 pending further order of the Commission ; 

The Commission orders that: 

(A) Southwestern Public Service Company dispose of the net amount of 
$1,122,772.45 classified in Account 100.5, electric plant acquisition adjustments, 
as proposed in the above paragraph (i) ; 

(B) Southwestern Public Service Company dispose of the amount of $160,- 
434.35 classified in Account 107, electric plant adjustments, as proposed in the 
above paragraph (j) and retain the remaining amount of $269,016.69 classified 
in Account 107, pending further order of the Commission ; 


1 Securities and Exchange Commission, Release No. 4937, dated March 11, 1944. 
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(C) Southwestern Public Service Company submit within 60 days from the 
date of this order certified copies of the entries giving effect to the disposition 
of the amount referred to the above paragraph (j) and submit within 30 days 
after the close of each year beginning with the year 1944, certified copies of 
the entries made in compliance with the requirements as to the amount re- 
ferred to in the above paragraph (i) ; 

(D) The provisions of this order shall not be construed as dispensing with 
the necessity of full compliance with the Public Utility Holding Company Act 
of 1935 and the rules, regulations and orders issued by the Securities and 
Exchange Commission ; 

(E) This order is subject to the condition that the Commission may at any 
time hereafter make such further examination and analyses of the reclassifica- 
tion and original cost studies submitted as it deems warranted and issue further 
orders with respect thereto. 


Order permitting withdrawal of applications for 
certificates of public convenience and necessity and 
terminating proceedings 


Panhandle Power & Light Company, Cimarron 
Utilities Company, Guymon Gas Company 








(Docket No. G-319, G-322, G-323) 





(August 1, 1944) 


It appearing to the Commission that: 
(a) On May 7, 1942, Panhandle Power & Light Company, Cimarron Utilities 
Company, and Guymon Gas Company (hereinafter sometimes referred collec- 
tively to as “Panhandle Companies”) filed applications in the respective order 
named in docket Nos. G-319, G-822, and G-—323 for certificates of public con- 
venience and necessity under the “grandfather” proviso of section 7(c) of 
the Natural Gas Act, as amended; 

(b) On September 17, 1942, Southwestern Public Service Company acquired 
from the Panhandle Companies, among other facilities, transmission lines and 
other appurtenant natural gas facilities which had been theretofore used by 
the Panhandle Companies for the transportation of natural gas in interstate 
commerce and in the sale of natural gas in interstate commerce for resale 
for ultimate public consumption, and the aforementioned companies shortly 
thereafter were dissolved ; 

(c) On March 5, 1943, Southwestern Public Service Company filed applica- 
tion in docket No. G-—454 for authority to acquire and operate the facilities 
formerly owned and operated by the Panhandle Companies ; 

(d) The Commission by its order adopted on May 2, 1944, In the Matter of 
Southwestern Public Service Company, docket No. G-454, supra, p. 584, issued 
a certificate of public convenience and necessity authorizing the Southwestern 
Public Service Company to operate the facilities which it had acquired from 
the Panhandle Companies, such certificate to become effective upon’ the with- 
drawal of the applications filed by the Panhandle Companies in docket Nos. 
G-319, G-822, and G-323; 

(e) Pursuant to the Commission’s order of May 2, 1944, Southwestern Pub- 
lic Service Company, as successor in interest to the Panhandle Companies, 
filed on June 12, 1944, a request for the withdrawal of the applications of the 
latter companies in docket Nos. G-—819, G-322, and G-3823 for certificates of 
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public convenience and necessity under section 7(c) of the Natural Gas Act, 
as amended; 


Wherefore, the Commission orders that: 

(A) The request to withdraw the applications of Panhandle Power & Light 
Company, Cimarron Utilities Company, and Guymon Gas Company in docket 
Nos. G-319, G-322, and G-323, respectively, be and it is hereby granted ; 


(B) The proceedings in docket Nos. G-319, G-322, and G-323 be and they 
are hereby terminated. 


Order confirming and approving interim rates and charges 
Fort Peck Project, Missouri River, Montana 
(Docket No. IT-5882) 

August 8, 1944 


The Commissioner of Reclamation on February 9, 1944, submitted two pro- 
posed contracts for the sale of electric energy produced at the Fort Peck 
Project on the Missouri River, Montana, for confirmation and approval of the 
rates and charges therein provided, in accordance with the provisions of the 
Fort Peck Act, approved May 18, 1988 (52 Stat. 403) ; and 

It appearing that: 

(a) The proposed contracts (designated as Fort Peck rate schedules FPC 
Nos. 2 and 3) are with the Montana State Game Farm and with School Dis- 
trict No. 21, Valley County, Montana; the maximum rate of delivery to the 
State Game Farm would be 60 kilowatts and to the School District, 20 kilo- 
watts; and each of these customers would pay 2¢ per kilowatt-hour for all 
energy consumed; the contracts are proposed as an interim arrangement, 
pending establishment of a permanent rate schedule ; 

(bo) The bulk of the energy from the Fort Peck Project is sold to The Mon- 
tana Power Company under Fort Peck rate schedule FPC No. 1, approved by 
the Commission on March 1, 1944 (docket No. IT-5876), supra, p. 541; 

(c) Notice of the terms of the proposed contract was published in the Fed- 
eral Register on March 2, 1944 (9 F. R. 2448) and sent to the Governor and 
interested State officials, and no protest or objection thereto has been filed; 

The Commission having considered the proposed contracts and having due 
regard for the purposes of the Fort Peck Act, and from available information 
and data pertinent thereto finds that: 

For a period not to extend beyond March 1, 1945, the proposed rates provide 
a temporary basis for sale of some of the electric energy from the Fort Peck 
Project not inconsistent with the purposes of the Fort Peck Act, and should 
be confirmed and approved by the Commission ; 

It is ordered that: 

(A) For a period not to extend beyond March 1, 1945, the rates embodied 
in the proposed contracts (Fort Peck Project rate schedules FPC Nos. 2 and 
3), and the terms and conditions of said contracts insofar as they affect the 
rates, be and the same are hereby confirmed and approved, such confirmation 
and approval to be effective from July 1, 1943; 

(B) Nothing herein shall be construed as constituting approval by the Com- 
mission of any terms or conditions of the proposed contract other than those 
specified in paragraph (A) above. 
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Order granting permission under balance sheet accounts 
instruction 6-E to amortize charges associated with 
refunded bonds 


The Washington Water Power Company 
(Docket No. IT-5795) 
August 8, 1944 


Upon consideration of the application of The Washington Water Power 
Company (hereinafter called “applicant”) filed July 8, 1942, as revised by 
letter received July 13, 1944, for permission, under balance sheet accounts 
instruction 6-E of the Commission’s Uniform System of Accounts Prescribed 
for Public Utilities and Licensees, to amortize charges associated with refunded 
bonds over a period subsequent to the redemption date of such bonds; and 

It appearing to the Commission that: 

(a) Applicant during 1939 sold $22,000,000 of first mortgage bonds, 314% 
series, due 1964, on which it. realized, a premium of $660,000, and incurred 
expenses of $144,646.45 and utilized the proceeds as follows: 


Redemption of $4,413,000 principal amount of first 

refunding mortgage bonds, 5% series due July 1, 

DN liana cesta cs ecret tebe Cala ae nN rece ae ee ail eee 
Redemption of $15,498,000 principal amount of first 

and general mortgage gold bonds, 5% series due 

January 1, 1960 $15,498,000 


$4,413,000.00 


Call premium at 44% 658,665 16,156,665.00 


Reimbursement of the applicant’s treasury for ex- 
penditures for capital additions, and held in trea- 
sury for immediately contemplated extensions to 


property 1,945,688.55 


22,515,353.55 
(b) As of December 31, 19438, applicant’s account for unamortized debt dis- 
count and expense amounted to $798,146.90 and consisted of the following 
amounts: 
Unamortized balance of sale premium minus expenses on first 
mortgage bonds, 314% series due 1964, issued in 1939 ($420,873.25 ) 
Unamortized balance of call premium and duplicate interest on 
general mortgage gold bonds refunded in 1980 ____---_---_ 177,777.12 
Unamortized balance of discount and expenses on issuance in 1930 
of first and general mortgage bonds, 5% series due 1960, re- 
funded in 1989 and redemption premiums paid in 1939 1,041,243.03 
798,146.90 
(c) Applicant proposes : 
(i) To transfer the amount of $420,873.25, credit, as shown in paragraph 
(b) above, to Account 240, unamortized premium on debt ; 
(ii) To charge to surplus the amount of $177,777.12 representing charges 
associated with previously refunded bonds; 
(iii) To charge to surplus, $291,243.02, representing a portion of the $1,041,- 
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243.03, as shown in paragraph (b) above, approximately equal to the tax 
saving in 1939 from the refunding transactions; and 

(iv) To amortize the remainder of the $1,041,243.03 as shown in paragraph 
(b) above, $750,000, over a 5-year period commencing with 1944; 

(d) Paragraph E of balance sheet accounts instruction 6 of the Commis- 
sion’s Uniform System of Accounts provides that when redemption of one issue 
or series of bonds or other long-term obligations is financed by another issue 
or series before the date of maturity of the first issue, any unamortized dis- 
count, expense, or premium on the first issue and any premium paid or discount 
earned on reacquirement shall be debited or credited, as appropriate, to Ac- 
count 414, miscellaneous debits to surplus, or Account 401, miscellaneous credits 
to surplus, provided, however, that if the utility desires to amortize any of 
the discount, expense, or premium associated with the issuance or redemption 
of the first issue over a period subsequent to date of redemption, the permission 
of the Commission must be obtained ; 

The Commission, having considered the application, as revised, and other 
matters of record and in the files of the Commission, furnished by the appli- 
cant, jinds that: 

(1) Applicant owns and operates facilities for the transmission and sale at 
wholesale of electric energy in interstate commerce and by reason of its 
ownership and operation of such facilities is a public utility within the mean- 
ing of that term as used in the Federal Power Act; applicant also is the li- 
censee under licenses for projects Nos. 204 (Idaho), 621 (Idaho), and 637 
(Washington) issued by this Commission ; 

(2) Applicant’s surplus account and earnings are under restriction by the 
Securities and Exchange Commission as to payment of dividends unless certain 
conditions are met as to charges against income for maintenance and repairs 
and provisions for retirements; 

(3) Proposed adjustments arising from reclassification of the applicant's 
plant accounts and now under consideration by the Commission in a separate 
preceeding, if approved by the Commission, will result in substantial charges 
to surplus and periodical charges to income thereafter, in addition to the pro- 
posed surplus charges of $469,020.15 and annual charges to income of $150,000 
for five years herein under consideration ; 

(4) Good and sufficient cause has been shown why permission of the Com- 
mission should be granted for an exemption from the provisions of balance 
sheet accounts instruction 6-E of the Uniform System of Accounts; 

The Commission orders that: 

(A) Permission is hereby granted applicant to transfer the amount of $420,- 
873.25 credit, described in paragraph (b) above, to Account 240, unamortized 
premium on debt; to charge surplus with $469,020.15 for amounts relating to 
previously refunded bonds and estimated tax savings in 1939 from refunding 
transactions; and to amortize the amount of $750,000 over a 5-year period by 
annual charges to income of $150,000, commencing with 1944, as described in 
paragraph (c) hereof; provided, however, that applicant may accelerate amor- 
tization of the $750,000 if it shall desire to do so. 

(B) The permission granted herein is for accounting purposes only and shall 
not be construed as a finding with respect to the reasonableness of such amorti- 
zation charges, should such an issue arise in any proceedings affecting the rates, 
charges, practices, rules, regulations, or tariffs of applicant. 


679357—46— 46 
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Order authorizing disposition of facilities 
Pacific Power & Light Company 
(Docket No. IT-5904) 
August 8, 1944 


It appearing to the Commission that: 

(a) On June 12, 1944, Pacific Power & Light Company (hereinafter referred 
to as “Pacific’) applied for authority, pursuant to section 203 of the Federal 
Power Act, to sell and transfer to the United States Government certain 
electric transmission facilities situated in and within the immediate vicinity of 
the United States Government’s Hanford Engineer Works Project located in the 
State of Washington, all as described in a proposed contract between Pacific 
and the United States Government, copy of which was filed with the applica- 
tion; 

(b) Written notice of the application has been duly given to the Public 
Utilities Commissioner of the State of Oregon, the Washington Department 
of Public Service, State of Washington, and the Governors of each of those 
States. Notice of the application was also published in the Federal Register 
on July 20, 1944, stating that any person desiring to be heard or to make any 
protest with reference to the application should file a petition or protest, on or 
before the 3rd day of August, 1944. No petition or protest or request to be 
heard in opposition to the granting of the above application has been received ; 

The Commission having considered the aforesaid application and material 
above referred to finds that: 

(1) Pacific is a corporation organized and existing under and by virtue of 
the laws of the State of Maine, with its principal office in Portland, Oregon, 
and is engaged in the business of generating, purchasing, transmitting and 
distributing electric energy in the States of Washington and Oregon. It owns 
and operates facilities, among others, for the transmission and sale at wholesale 
of electric energy generated in one State, transmitted therefrom and consunied 
in another by persons other than the transmitter thereof. Such facilities are 
facilities for the transmission and sale at wholesale of electric energy in inter- 
state commerce, and Pacific is therefore a public utility within the meaning of 
that term as used in section 203 of the Federal Power Act; 

(2) The sale by Pacific of its facilities, described in paragraph (a) above, 
to the United States Government, insofar as it is subject to section 203 of the 
Federal Power Act, will be consistent with the public interest ; 

Wherefore, the Commission orders that: 

(A) The proposed sale by Pacific of its facilities, described in paragraph (a) 
above, subject to the jurisdiction of this Commission, to the United States 
Government is hereby authorized and approved upon the terms and conditions 
set forth in the application, subject to the provisions of this order ; 

(B) This authorization shall expire within 60 days from the date of this 
order ; 

(C) The foregoing authorization is without prejudice to the authority of 
this Commission, or any other regulatory body, with respect to any matter 
which may come before this Commission or any other regulatory body, and 
nothing in this order shall be construed as acquiescence by this Commission 
in any estimate or determination of cost, or any valuation of property claimed 
or asserted ; 

(D) Pacific shall report with reference to the sale of facilities hereby au- 
thorized within 10 days after the consummation thereof, as required by the 
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Commission’s Rules of Practice and Regulations, and shall file the appropriate 
accounting entries within six months of the date of consummation of the pro- 
posed sale, as required by the provisions of the Uniform System of Accounts. 


Order firing date of hearing and suspending rate schedule 
Florida Power Corporation 
(Docket No. IT-5909) 
August 14, 1944 


It appearing to the Commission that: 

(a) Florida Power Corporation has on file an agreement and rate schedule 
designated in the files of the Commission as Florida Power Corporation rate 
schedule FPC No. 9, providing for the sale and delivery of electric energy by 
Florida Power Corporation to the City of Quincy, Florida, for resale; 

(b) On June 17, 1944, Florida Power Corporation submitted to the Com- 
mission for filing a superseding agreement and rate schedule dated May 22, 
1944, between Florida Power Corporation and the City of Quincy, Florida, 
designated as Florida Power Corporation rate schedule FPC No. 15, providing 
for changes in the rates or charges for the sale and delivery of electric energy 
by Florida Power Corporation to the City of Quincy, Florida, and requested 
that the proposed rate schedule FPC No. 15 be allowed to take effect as of 
May 28, 1944; 

(c) Since this rate schedule FPC No. 15, dated May 22, 1944, was not ac- 
companied by the information required by the Commission’s Rules of Practice 
and regulations under the Federal Power Act to be filed with proposed changes 
in rates, Florida Power Corporation was advised of this omission by letter of 
June 27, 1944, and requested to submit the required information; on July 15, 
1944, Florida Power Corporation’s response was received; without waiving 
full compliance with the Rules of Practice and Regulations this rate schedule 
was accepted for filing on July 15, 1944; 

(d) Unless suspended by order of the Commission, Florida Power Corpo- 
ration rate schedule FPC No. 15 will become effective as of August 15, 1944, 
pursuant to the provisions of the Federal Power Act and the Rules of Practice 
and Regulations thereunder ; 

(e) The changes in rates or charges provided for by the Florida Power 
Corporation rate schedule FPC No. 15 may result in excessive rates or charges 
to the City of Quincy, Florida; may place an undue burden upon ultimate 
consumers of electric energy; may be discriminatory; and will result in in- 
creased rates or charges which have not been shown to be justified ; 

The Commission finds that: 

It is necessary, desirable and in the public interest that the Commission 
enter upon a hearing concerning the lawfulness of the proposed increased rates 
or charges and that said proposed increased rates or charges be suspended 
pending such hearing and the decision thereon ; 

The Commission, upon its own motion, orders that: 

(A) A public hearing be held on November 15, 1944, at 9:45 a. m., in the 
Hearing Room of the Federal Power Commission, 1800 Pennsylvania Avenue, 
N. W., Washington, D. C., concerning the lawfulness of the rates or charges 
provided for in Florida Power Corporation rate schedule FPC No. 15 for the 
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sale and delivery of electric energy to the City of Quincy, Florida, for resale; 

(B) Pending such hearing and decision thereon, the operation of the sched- 
ule of increased rates or charges for the sale of electric energy for resale pro- 
vided for in said Florida Power Corporation rate schedule FPC No. 15 be and 
the same is hereby suspended and the use of such rates or charges deferred 
for a period of five months beyond August 15, 1944, unless the Commission shall 
otherwise order ; 

(C) During the said period of suspension the rates or charges now being 
collected and received by Florida Power Corporation from the City of Quincy, 
Florida, as provided in Florida Power Corporation rate schedule FPC No. 9, 
shall remain and continue in effect, insofar as they apply to the sale of electric 
energy for resale; 

(D) At such hearing, the burden of proof to show that the proposed increased 


rates or charges are just and reasonable shall be upon the Florida Power 
Corporation. 


Order denying application for exemption from payment 
of annual charges 


Loup River Public Power District 
(Project No. 1256) 
August 15, 1944 


Upon application filed April 5, 1944, by Loup River Public Power District, 
licensee for project No. 1256 for exemption from payment of annual charges for 
the year ended December 31, 1943, pursuant to the terms of section 10(e) of 
the Federal Power Act and the regulations of the Commission thereunder, on 
the ground that all of the power generated by the project was sold to the pub- 
lic without profit; that part of the power generated by the project was used 
for State or municipal purposes; and that the licensee under the laws of 
Nebraska cannot make a profit; and 

It appearing that: 

(a) The licensee, together with The Central Nebraska Public Power and 
Irrigation District (licensee for project No. 1417), and Platte Valley Public 
Power and Irrigation District (licensee for project No. 1835) jointly distributed 
most of the electric energy generated at projects Nos. 1256, 1417, and 1835 
through the Nebraska Public Power System, the energy from the three projects 
being intermingled, and the system also disposing of power from other power 
plants; 

(b) The revenues from energy generated by project No. 1256 for the year 
1943 cannot be determined precisely because distribution of the combined 
revenues for that year was based on operating budget and funded debt per- 
centages relating to the three Districts ; 

(c) The income statement submitted by the licensee in support of its appli- 
eation shows that it had a net income for the year 1943 of $105,168.16, after 
provision for interest and depreciation ; 

The Commission having considered the application and information sub- 
mitted in support thereof finds that: 

(1) The licensee is a municipality within the definition of section 3(7) 
of the Federal Power Act and is entitled to claim exemption from payment of 
annual charges under section 10(e) of the Act; 
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(2) The licensee has shown that it made a profit on the sale of the power 
from the licensed project during 1943 and therefore has not shown that it is 
entitled to exemption from payment of annual charges for that year; 

It is ordered that: 

The application for exemption from payment of annual charges for project 
No. 1256 for the year ended December 31, 1943, is hereby denied, and the 
annual charges for that year in the amount of $3,948.73 shall be paid to the 
Commission within 30 days from the date of receipt of a copy of this order. 


Order denying application for exemption from payment 
of annual charges 


The Central Nebraska Public Power and Irrigation District 
. (Project No. 1417) 
August 15, 1944 


Upon application filed April 3, 1944, by The Central Nebraska Public Power 
and Irrigation District, licensee for project No. 1417, for exemption from pay- 
ment of annual charges for the year ended December 31, 1943, pursuant to 
the terms of section 10(e) of the Federal Power Act and the regulations of 
the Commission thereunder, on the ground that all of the power generated by 
the project was sold to the public without profit, and that the portion of the 
law under which such charges are imposed is unconstitutional; and 

It appearing that: 

(a) The licensee together with Platte Valley Public Power and Irrigation 
District (licensee for project No. 1835) and Loup River Public Power District 
(licensee for project No. 1256), jointly distributed most of the electric energy 
generated at projects Nos. 1417, 1835, and 1256 through the Nebraska Public 
Power System, the energy from the three projects being intermingled, and the 
system also disposing of power from other power plants; 

(b) The revenues from energy generated at project No. 1417 for the year 
1943 cannot be determined precisely because distribution of the combined 
revenues for that year was based on operating budget and funded debt per- 
centages relating to the three Districts; 

(c) The income statement submitted by the licensee in support of its appli- 
cation for exemption shows that it had a net income for the year 1943 of $263,- 
905.53, after provision for interest and depreciation ; 

The Commission having considered the application and information sub- 
mitted in support thereof finds that: 

(1) The licensee is a municipality within the definition of section 3(7) of 
the Federal Power Act and is entitled to claim exemption from payment of an- 
nual charges under section 10(e) of the Act; 

(2) The licensee has shown that it made a profit on the sale of the power 
from the licensed project during 1943 and therefore has not shown that it is 
entitled to exemption from payment of annual charges for that year; 

It is ordered that: 

The application for exemption from payment of annual charges for project 
No. 1417 for the year ended December 31, 1943, is hereby denied, and the 
annual charges for that year in the amount of $7,344.10 shall be paid to the 
Commission within 30 days from the date of receipt of a copy of this order. 
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Order modifying order limiting the amount of electric 
energy authorized to te transmitted to Mexico 


Compania Electrica Matamoros, S. A. and Central 
Power and Light Company 


(Docket No. IT-5656) 
August 15, 1944 


Upon application filed May 4, 1944, by Compania Electrica Matamoros, S8. A. 
and Central Power and Light Company for modification of the Commission 
order of June 23, 1942, 3 F. P. C. 747, which limited the amount of electric 
energy which may be tranmitted to Mexico annually and the rate at which 
it may be transmitted by the aforesaid companies pursuant to section 202(e) 
of the Federal Power Act; and 

It appearing that: 

(a) The first authorization for exportation of electric energy from the 
connection between these two companies was given by the Commission in an 
order adopted February 25, 1936, since which time amendments have been 
granted increasing the amount which may be transmitted to Mexico each year 
to a total of 5,000,000 kilowatt-hours ; 

(b) The present application is to increase from 5,000,000 kilowatt-hours to 
7,500,000 kilowatt-hours the amount of electric energy which may be trans- 
mitted to Mexico each year from a point near Brownsville, Texas, to a point 
in or near Matamoros, Tamaulipas, Mexico, although the rate of supply, 2,000 
kilowatts, is not to be changed ; 

(c) The increase now sought is to meet the expected increase in demand 
in the Rio Grande Valley area and to more fully utilize the available capacity 
in the system of Central Power and Light Company ; 

From the information presently available, the Commission, finds that: 

The proposed increase in the quantity of electric energy from 5,000,000 to 
7,500,000 kilowatt-hours which may be transmitted to Mexico each year (with- 
out increasing the rate of delivery above 2,000 kilowatts) will not impair the 
sufficiency of electric supply within the United States and will not impede or 
tend to impede the coordination in the public interest of facilities subject to the 
jurisdiction of the Commission ; and 

It is ordered that: . 

(A) The order of February 25, 1936, as previously modified, authorizing 
the exportation of electric energy to Mexico be and it is further modified to 
limit to not more than 7,500,000 kilowatt-hours per year, at a rate not to ex- 
ceed 2,000 kilowatts, the amount of electric energy authorized to be transmitted 
from the United States to Mexico over the circuit which crosses the interna- 
tional boundary at the point designated on the maps submitted as Exhibits 
“KE” and “F” to the application by Compania Electrica Matamoros, S. A., for 
Presidential Permit filed with the Commission on October 26, 1940; 

(B) Paragraphs (B), (D), and (E) of the order of December 16, 1941, 
modifying the order of February 25, 1936, be and they are hereby rescinded; 

(C) The aforesaid authorization, as modified, may be further modified from 
time to time, or terminated upon further order of the Commission, but in no 
event shall such authorization extend beyond the date of termination or ex- 
piration of a Presidential Permit authorizing the operation, maintenance, and 
connection of ‘the facilities used in the transmission of the electric energy pur- 
suant to such authorization ; 

(D) The company shall conduct all operations pursuant to the aforesaid 
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authorization in accordance with the provisions of the Federal Power Act and 
any pertinent rules, regulations or orders issued by the Commission ; 

(E) The company shall install and maintain adequate metering equipment 
to measure the flow of all energy transmitted from the United States to Mex- 
ico pursuant to the aforesaid authorization; shall make, keep, and preserve 
full and complete records with respect to the movement of such energy; and 
shall furnish to the Commission such reports with respect to said transmission 
of electric energy as the Commission may deem necessary and appropriate 
and in such form and manner as the Commission may prescribe ; 

(F) The aforesaid authorization to transmit electric energy from the United 
States to Mexico shall not be transferable or assignable, but shall continue in 
effect temporarily for a reasonable time thereafter in the event of the involun- 
tary transfer of facilities used thereunder by operation of law (including 
such transfers to receivers, trustees, or purchasers under foreclosure or judicial 
sale) pending the making of an application for permanent authorization and 
decision thereon, provided notice is promptly given in writing to the Commis- 
sion accompanied by a statement that the physical facts relating to sufficiency 
of supply, rates, and nature of use remain substantially the same as before 
the transfer ; 

(G) The aforesaid authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
accounts, valuation, estimates or determination of costs, or any other matter 
whatsoever which may come before this Commission, or such other regulatory 
body, and nothing in this order or in the previous orders in this docket shall 
be construed as an acquiescence by this Commission in any estimate or deter- 
mination of cost or any valuation of property claimed or asserted. 


Order approving disposition of amounts classified in Account 
100.5, electric plant acquisition adjustments, and in 
Account 107, electric plant adjustments 


South Carolina Power Company 
August 18, 1944 


It appearing to the Commission that: 

(a) On August 31, 1940 South Carolina Power Company, Charleston, South 
Carolina (hereinafter sometimes referred to as the “company”), an associated 
company of The Commonwealth and Southern Corporation, filed its reclassifi- 
cation and original cost studies of electric plant pursuant to electric plant 
accounts instruction 2-D of the Uniform System of Accounts Prescribed for 
Public Utilities and Licensees and the Commission’s order of May 11, 1987, 
relating thereto; 

(b) Thereafter the staff of the Commission made a field examination of the 
studies and several conferences between the staff and the company were 
held relating thereto; 

(c) On July 20, 1944, the company filed revisions to its reclassification and 
original cost statements, classifying $9,045,645.07 in Account 100.5 and a net 
credit amount of $251,966.33 in Account 107 as of December 31, 1943 ; 

(d) The company proposes to dispose of the amount of $9,045,645.07 classi- 
fied in Account 100.5 as follows: 


1As of January 1, 1937, the amount classified in Account 100.5 was $9,644,875.86. 
During the years 1937 to 1943, inclusive, the company wrote off $599,230.79 in Account 
100.5, leaving a balance of $9,045,645.07 in that account as of December 31, 1943. 
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To Account 271, earned surplus, or to Account 270, capital surplus, 

if created for that purpose $6,195,024.81 
Remaining amount to be amortized over a 15-year period by equal 

monthly charges of $15,850 to Account 505, amortization of elec- 

tric plant acquisition adjustments, commencing as of July 1, 

1944, with concurrent credits to Account 252, reserve for amorti- 

zation of electric plant acquisition adjustments 2,850,620.26 

9,045,645.07 

(e) The company proposes to dispose of the net credit amount of $251,966.33 
classified in Account 107 as follows: 
To Account 250, reserve for depreciation of electric plant $172,986.48 
To Account 271, earned surplus, or to Account 270, capital surplus, 

whichever account the $6,195,024.81, referred to in the above para- 

graph (d), is charged 79,029.85 


Petes s Jest ed Fs Bull boli Ma in Biba BEY Bit 251,966.33 


(f) The company’s studies reflect a transfer of $22,245.54 to Account 151, 
capital stock expense, which disposition the staff concurs in as proper; 

(g) A part of the amount of $9,045,645.07 classified by the company in Ac- 
count 100.6 may properly be classified in other adjustment accounts but inas- 
much as at least $2,850,620.26 thereof which the company proposes to amortize 
over a 15-year period is properly classifiable in Account 100.5, and inasmuch as 
the balance of $6,195,024.81 is to be charged off immediately to earned or capital 
surplus, there is no occasion to make an issue of its interim classification ; 

The Commission finds that: 

(1) The transfer to Account 151, capital stock expense, as described in the 
above paragraph (f) is reasonable and appropriate for the purposes of the 
Act and should be approved ; 

(2) Under the circumstances herein presented, the disposition of the $9,045,- 
645.07 classified in Account 100.5 as proposed in the above paragraph (d) is 
reasonable and appropriate for the purposes of the Act, provided that the 
monthly amortization of the amount of $2,850,620.26 referred to therein is 
made by charges to Account 537, miscellaneous amortization ; 

(3) Under the circumstances herein presented, the disposition of the net 
credit amount of $251,966.33 classified in Account 107 as proposed in, the above 
paragraph (e) is reasonable and appropriate for the purpose of the Act; and 

The Commission orders that: 

(A) The transfer made by the company as described in the above paragraph 
(f) is approved; 

(B) The company dispose of the amount of $9,045,645.07 classified in Ac- 
count 100.5, electric plant acquisition adjustments, as proposed in the above 
paragraph (d) with the monthly amortization of the $2,850,620.26 referred 
to therein made by charges to Account 537, miscellaneous amortization ; 

(C) The company dispose of the net credit amount of $251,966.33 classified 
in Account 107, electric plant adjustments, as proposed in the above para- 
graph (e) ; 

(D) The company submit, within sixty days from the date of this order, 
certified copies of entries giving effect to the disposition herein ordered of the 
net credit amount of $251,966.33, classified in Account 107, referred to in the 
above paragraph (e) and the entries giving effect to the disposition herein 
ordered of the $6,195,024.81, classified in Account 100.5, referred to in the 
above paragraph (d); and within thirty days after the close of each year 
beginning with the year 1944, certified copies of the entries made in compliance 
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with the requirements as to the amount of $2,850,620.26 classified in Account 
100.5 referred to in the above paragraph (B) ; 

(E) The provisions of this order are not to be construed as dispensing with 
the necessity for compliance with the requirements of the Public Utility Hold- 
ing Company Act of 1935 and the rules, regulations and orders issued by the 
Securities and Exchange Commission. 


Order granting permission under balance sheet accounts 
instruction 6—-E to amortize charges associated with 
bonds to be redeemed and refunded 


The Narragansett Electric Company 
(Docket No. IT-5906) 
August 22, 1944 


Upon consideration of the application of The Narragansett Electric Com- 
pany (hereinafter called “applicant”), filed August 9, 1944, for permission 
under balance sheet accounts instruction 6-E of the Commission’s Uniform 
System of Accounts Prescribed for Public Utilities and Licensees, to amortize 
charges associated with bonds to be redeemed and refunded over a period sub- 
sequent to the redemption date of such bonds; and 

It appearing to the Commission that: 

(a) Applicant proposes to issue $31,500,000 of first mortgage bonds, series 
A, 3%, due 1974, on which a premium of $945,000 is expected, and to apply 
the proceeds of $32,445,000 plus $1,082,260 of other cash to redemption of 
$31,732,000 of first mortgage bonds, series A, 314%, due July 1, 1966, and pay- 
ment of redemption premium of $1,745,260; 

(b) Amounts to which the application relates are as follows: 


(i) Unamortized discount and expense and redemption premiums 
on first mortgage 5% bonds redeemed in 1936 (balance as of 


ORS EN acc cetera tgrecennes eee iieeliseec in nets actteneonns eimai $1,327,699.89 
(ii) Call premiums to be paid on redemption of first mortgage 

bonds, series A, 314%, due July 1, 1966 ~..--..-_----__-__-__- 1,745,260.00 

NE ii tance a i an een cits allman 3,072,959.89 


(c) Applicant proposes to charge to surplus the amount of $1,327,699.89, 
shown as (i) above, and to dispose of the amount of $1,745,260 (ii) by charg- 
ing income $1,125,896 for an amount equal to the estimated saving in income 
and excess profits taxes from the refunding transactions and amortizing the 
remainder of $619,364 over a period of 63 months following date of issuance 
of the new bonds by equal monthly charges to Account 531, amortization of 
debt discount and expense; 

(d) Paragraph E of balance sheet accounts instruction 6 of the Commis- 
sion’s Uniform System of Accounts provides that when redemption of one 
issue or series of bonds or other long-term obligations is financed by another 
issue or series before the date of maturity of the first issue, any unamortized 
discount, expense, or premium on the first issue and any premium paid or 
discount earned on reacquirement shall be debited or credited, as appropriate, 
to Account 414, miscellaneous debits to surplus, or Account 401, miscellaneous 
credits to surplus, provided, however, that if the utility desires to amortize 
any of the discount, expense, or premium associated with the issuance or re- 
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demption of the first issue over a period subsequent to date of redemption, the 
permission of the Commission must be obtained ; 

The Commission, having considered the application and other matters of 
record and in the files of the Commission, furnished by applicant, finds that: 

(1) Applicant owns and operates facilities for the transmission and sale at 
wholesale of electric energy in interstate commerce and by reason of its owner- 
ship and operation of such facilities is a public utility within the meaning of 
that term as used in the Federal Power Act; 

(2) Monthly amortization charges proposed by the applicant over the 63- 
month period subsequent to issuance of the new bonds are slightly more than 
the estimated monthly interest saving from the refunding transactions after 
considering the applicant’s estimate of additional Federal income and excess 
profits taxes on the saving; 

(3) Good and sufficient cause has been shown why permission of the Com- 
mission should be granted for an exemption from the provisions of balance 
sheet accounts instruction 6—-E of the Uniform System of Accounts ; 

The Commission orders that: 

(A) Permission is hereby granted applicant to dispose of unamortized debt 
discount and expense and redemption premiums, as shown in paragraph (b) 
hereof, by charging $1,327,699.89 to surplus; by charging Account 531, amortiza- 
tion of debt discount and expense, with $1,125,896, such amount being equal 
to the estimated tax saving on the refunding transactions; and to amortize the 
remainder of $619,364 by equal monthly charges to Account 531, amortization 
of debt discount and expense, over the 63-mdnth period following issuance of 
the new bonds, provided, however, that the applicant may accelerate amorti- 
zation of the $619,364 if it shall desire to do so; 

(B) The permission granted herein is for accounting purposes only and shall 
not be construed as a finding with respect te the reasonableness of such amorti- 
zation charges, should such an issue arise in any proceedings affecting the 
rates, charges, practices, rules, regulations, or tariffs of applicant. 


Order approving plan for disposition of amounts 
classified in account 100.5, electric plant acquisition adjustments 


The Narragansett Electric Company 
August 22, 1944 


It appearing to the Commission that: 

(a) The Narragansett Electric Company (“Narragansett’’), after receiving 
several extensions of time, on May 31, 1940, filed its proposed reclassification 
and original cost studies pursuant to electric plant accounts instruction 2-D 
of the Commission’s Uniform System of Accounts Prescribed for Public Utilities 
and Licensees, and the order of May 11, 1937, relating thereto ; 

(b) In February, 1942, the staff of this Commission undertook a field exam- 
ination of those studies. The Department of Business Regulation, Public 
Utility Administration, of the State of Rhode Island (“Rhode Island Depart- 
ment”) had been invited to participate in the examination of the studies but 
the Department stated that it had “no engineering or accounting staff,” and 
therefore could not accept the invitation. The field examination continued until 
October, 1942, when it was suspended to permit Narragansett to make certain 
additional studies which the field examination had revealed were necessary. 
Upon completion by Narragansett of the additional studies, the field examina- 
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me tion was resumed in April, 1944, and was completed in June, 1944. Subse- 
quently, the staff of this Commission and representatives of Narragansett con- 
- ferred on several occasions with respect to the staff’s recommendations and con- 
a0 clusions and agreement was reached, subject to this Commission’s approval, 
a as to the appropriate classification of plant items and the dispositions of all 
adjustment amounts. Such agreement was reflected in revised studies which 
of Narragansett filed on August 10, 1944; ‘ 
63. (c) In the revised studies Narragansett classified $11,761,645.56 in Account 
F 100.5, electric plant acquisition adjustments, representing the excess of ac- 
ow quisition cost over original cost of acquired properties and $3,533,809.01 in 
ne Account 107, electric plant adjustments, consisting of the following items: 
SCRML CREE UN DE | edi accemncaainmnetimemapeaianacn omens $1,978,268.58 
ym- Profit on construction fees billed by an affiliate ________________ 102,259.17 
nce Inter-company write-up on property acquisitions _.__.__.___-_______ 143,999.60 
Improper charges to plant account represented by direct current 

change over and range installations _........._.._.___________ 1,247,297.09 
ebt Gtnee Wee (ye ee eee ee eee ee 61,984.57 
(b) 3,533,809.01 
Za- 
ual (d) The Rhode Island Department by a rate order, dated January 7, 1939, 
the in a rate proceeding, required Narragansett to establish plant adjustments 
ion aggregating $9,004,000 and to dispose of $2,788,743.65 thereof to capital sur- 
of plus and to amortize the remainder over a 20 year period; beginning in 1939. 
rti- Such annual amortization charges were $308,800 but by order dated July 31, 

1940, the Securities and Exchange Commission, in connection with Narragan- 
iall sett’s registration of securities, required Narragansett to increase these an- 
rti- nual charges to $400,000 annually. Pursuant to these orders Narragansett has 
the disposed of the entire amount of $3,533,809.01 classified in Account 107 and 

of $1,168,593.07 of the $11,761,645.56 classified in Account 100.5; 

(e) Narragansett now proposes to dispose of the unamortized balance of $10,- 
593,052.49 in Account 100.5 by equal annual charges of $706,203.50, over a 15- 
year period, beginning July 1, 1944, to Account 505, amortization of electric 
plant acquisition adjustments ; 

(f) The Rhode Island Department has advised this Commission that it 
favors the disposition of the $10,593,052.49 over a 15-year period by charges 
to Account 537, miscellaneous amortization ; 

The Commission finds that: 

The disposition of $10,593,052.49 over a 15-year period by equal annual 
ing charges of $706,203.50 is reasonable and appropriate for the purposes of the 
ion Federal Power Act, provided such charges are made to Account 537, miscel- 
—D laneous amortization, instead of Account 505; 
ties The Commission orders that: 

(A) Narragansett dispose of the remaining balance of $10,593,052.49 in Ac- 
am- count 100.5 by equal annual charges of $706,203.50 over a 15-year period be- 
blic ginning July 1, 1944; 
art- (B) Narragansett submit certified copies of the entries made in compliance 
but with the foregoing requirements within 30 days after the close of each calen- 
and dar year; 
ntil (C) The provisions of this order are not to be-construed as dispensing with 
ain the necessity of full compliance with the requirements of the Public Utility 
ary. Holding Company Act of 1985, and the rules, regulations and orders issued 


by the Securities and Exchange Commission. 
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Order directing Secretary to submit statement of 
actual legitimate original cost 


Minnesota Power & Light Company 
(Project No. 469) 
August 29, 1944 

The Commission having before it the inventory and statement of the cost 
of the project, revised as of July 31, 1924, in the aggregate of $1,422,179.31, as 
filed by the licensee, Minnesota Power & Light Company; the licensee’s initial 
cost statement revised and corrected, as of the above date, in the aggregate of 
$1,410,541.29; the Commission staff’s preliminary accounting report, as of the 
above date, dated August 6, 1930, served upon the licensee August 27, 1930; the 
protest and exceptions of the licensee to said preliminary accounting report 
filed October 30, 1930; the Commission staff’s supplemental report on the 
Electric Bond and Share Company charges and fees of Phoenix Utility Com- 
pany, dated October 31, 1942, served upon the licensee April 10, 1944; the 
Commission staff's report on the actual legitimate original cost of said proj- 
ect, as of July 31, 1924, dated March 1, 1944, served upon the licensee April 
10, 1944; folio of reconciliation tabulations, prepared by the Commission's 
staff and served upon licensee April 10, 1944; protest and exceptions of licensee 
to said supplemental report and report on the actual legitimate original cost 
filed May 8, 1944; and the supplemental claim in the aggregate of $8,000.88 
filed, as part of the protest, May 8, 1944; the further claim of licensee aggre- 
gating $2,520.83 presented August 16, 1944; and the results of a conference 
between representatives of licensee and members of the staff of the Commis- 
sion held August 16 and 17, 1944, in Washington, D. C., upon said reports and 
protests of licensee thereto; and 

It appearing to the Commission that: 

As a result of the examination of the revised and amended claim of the 
licensee, as of July 31, 1924, in the aggregate of $1,421,068 by the staff; the 
recommended disallowance of certain items and amounts as not proper pro- 
ject costs in said reports; the concurrence of licensee in the disallowance of 
specific items and amounts as contained in its protests and exceptions to said 
reports; the examination of the claims made subsequent to the filing of the 
initial cost statement; and the results of the conference of August 16 and 17, 
1944, wherein licensee agreed to the disallowance of $25,907.20 of its final 
total claimed cost, and further agreed to the aggregate of $1,395,155.80 as 
the actual legitimate original cost of project No. 469, as shown in the table 
attached hereto in the column entitled “Allowed” classified by accounts pre- 
scribed by the Commission’s System of Accounts Prescribed for Licensees ap- 
proved November 20, 1922; the actual legitimate original cost of said project, 
as of July 31, 1924, is the sum of $1,395,155.80 ; 

Now, therefore, the Commission orders that: 

(A) The Secretary submit to the licensee, for acceptance and approval, the 
statement of the actual legitimate original cost of project No. 469, shown in 
the attached table in the column entitled “Allowed” which said statement 
upon being accepted and agreed to by licensee and returned to the Commis- 
sion will, by order, be adopted by the Commission as its determination of the 
actual legitimate original cost of said project, as of July 31, 1924; 

(B) The licensee submit to the Commission, with its approval and accep- 
tance of this order, schedules showing licensee’s proposed distribution of in- 
direct and overhead costs and the basis therefor ; 

(C) The licensee submit to the Commission, with its approval and accep- 
tance of this order, schedules showing the accounting disposition heretofore 
made or proposed to be made of the items and amounts aggregating $25,907.20 
as shown in the table attached hereio in the column entitled “Disallowed.” 
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Order directing disposition of amounts classified in Account 
100.5, electric plant acquisition adjustments, and Account 
107, electric plant adjustments 


The Washington Water Power Company 
August 29, 1944 


It appearing to the Commission that: 

(a) On October 31, 1989, The Washington Water Power Company, Spokane, 
Washington (hereinafter sometimes referred to as the “company”), filed its 
reclassification and original cost studies of electric plant pursuant to electric 
plant accounts instruction 2-D of the Uniform System of Accounts and the Com- 
mission’s order of May 11, 1937, relating thereto; 

(b) A field examination of the company’s studies was thereafter made by the 
staff of this Commission in which the staff of the poe of Public Service 
of the State of Washington collaborated ; 

(c) Subsequently on November 10, 1942, the company filed revised reclassi- 
fication and original cost studies which were deficient in certain respects; 

(d) On November 28, 1942, a report by the staff of this Commission entitled 
“The Washington Water Power Company, Spokane, Washington, Report on 
the Reclassification and Original Cost Studies of Electric Plant as of January 
1, 1937” was transmitted to the company with the request that it reclassify 
its plant accounts in. accordance with the recommendations of the staff contained 
therein ; 

(e) On April 30, 1948, the company filed its answer to the staff report and 
subsequently, at the request of the Commission’s staff, submitted additional in- 
formation with respect to objections made to the report ; 

(f) Thereafter, on January 10, 11 and 12 of 1944, representatives of the 
company conferred with the staff of this Commission and a representative for 
the Department of Public Service of the State of Washington ; 

(g) As a result of these conferences, the company on January 25, 1944, filed 
certain revised original cost statements, classifying $3,319,549.52 in Account 
100.5, electric plant acquisition adjustments, and $3,718,588.16 in Account 107, 
electric plant adjustments, with a proposed plan of disposition of designated 
amounts therein for consideration by the Commission ; 

(h) With respect to the amount of $3,319,549.52, representing the excess 
of acquisition cost over original cost, classified in Account 100.5, the company 
proposes to retain therein such excess during the continued existence of the 
assets alleged to be represented thereby or, if this is not acceptable to the 
Commission, to amortize such excess over a fifteen-year period through a 
reserve to be created by equal annual appropriations from income, subject to 
certain reservations ; 

(i) The company proposes to dispose of $2,644,816.38 of the amount classi- 
fied in Account 107, by charges as follows: 


To Account 126, receivables from associated companies 

representing the amount due from Chelan Electric 

Company for electric plant belonging to that com- 

pany which was paid for and recorded as cost of 

plant by The Washington Water Power Company_-_ $18,235.61 
To Account 140, unamortized debt discount and 

expense representing debt discount and expense in 

connection with the issuance and sale of bonds__-- 1,296,322.71 
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To Account 150, discount on capital stock representing 

the discount on capital stock issued in connection 

with the acquisition of properties from Edison Elec- 

tric Illuminating Company -~-~---~---~----~----_- 120,000.00 
To Account 151, capital stock expense representing ex- 

penses in connection with the sale of common 

($24,615.63) and preferred stock ($180,680.24) ____ 205,295 87 
To Account 250, reserve for depreciation representing 

unrecorded retirements, less net over-retirements___ $648,474.76 

Representing unreconciled difference between re- 

corded cost and original cost of utility plant con- 


sidered to be due to unrecorded retirements_____~-__ 173,366.90  821,841.6F 
To Account 271, earned surplus representing erroneous ———~t™” 

charges and credits to plant account (net) —-_---~- 183,120.53 

Ua ee cc gree oe are -2,644,816.38 


(j) The remaining amount of $1,073,771.78 classified by the company in Ac- 
count 107 represents: 


Profit on fees paid to Phoenix Utility Company, an affiliate, for 

engineering and. Ofer. SCPVICES ni —4_inesewnae peo aesnns $36,000.00 
Profit on fees paid to Electric Bond and Share, an affiliate ______ 49,250.00 
Excess over cost included in plant account of Inland Power & 

Light Company, an affiliate, with respect to Lewiston-Clarks- 

ton property acquired by the company through American Power 

end TAget COMIORS,,.. BR. Bete enceeiiesenenddrdd—sbok 988,521.78 


OCOD :sctassie <i 43si0 seston aoe aeolian 1,073,771.78 


(k) With respect to the remaining amount of $1,073,771.78, referred to in 
the above paragraph (j), the company proposes to retain temporarily the 
amounts of $36,000 and $49,250 in Account 107 and as to the amount of $988,- 
521.78 represents that it should be transferred to Account 100.5 or, if this is 
not acceptable, that the Commission issue an order, without hearing, with 
respect to the disposition thereof ; 

(1) By letter dated March 10, 1944, the Department of Public Service of the 
State of Washington states that it is in substantial agreement with the recom- 
mendations of the staff of this Commission ; 

The Commission finds that: 

(1) It is reasonable and appropriate for the purposes of the Act that the 
amount of $3,319,549.52 classified in Account 100.5 be disposed of within a fifteen 
year period by equal annual charges to Account 537, miscellaneous amortization, 
with concurrent credits to Account 252, reserve for amortization of electric plant 
acquisition adjustments, subject only to the right to transfer to the reserve all 
or any portion of the amount of $3,319,549.52 from Account 271, earned surplus, 
in which case any remaining annual charges shall be reduced proportionately ; 

(2) The proposed disposition as set forth in paragraph (i) of $2,644,816.38 
classified in Account 107 is reasonable and appropriate for the purposes of the 
Act, provided that the disposition of the amount of $1,296,322.71 which is to be 
charged to Account 140, unamortized debt discount and expense, is subject to 
the further order of the Commission ; 

(3) It is reasonable and appropriate for the purposes of the Act that the 
amounts of $36,000 and $49,250, referred to in paragraph (j), be retained in 
Account 107 pending further order of the Commission ; 
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(4) It is reasonable and appropriate for the purposes of the Act that the 
amount of $988,521.78 classified in Account 107, referred to in paragraph (j), 
be disposed of by a charge to Account 271, earned surplus ; 

The Commission orders that: 

(A) The Washington Water Power Company dispose of the amount of $3,- 
319,549.52 classified in Account 100.5, electric plant acquisition adjustments, by 
equal annual charges to Account 537, miscellaneous amortization, and con- 
current credits to Account 252, reserve for amortization of electric plant acquisi- 
tion adjustments, over a period of fifteen years beginning with the year 1944, 
subject only to the right of the company to reduce such annual charges to the 
extent that it elects to transfer from Account 271, earned surplus, to the above- 
mentioned reserve, all or any portion of the amount of $3,319,549.52, in which 
case any remaining annual charges to Account 537, miscellaneous amortization, 
and credits to Account 252, reserve for amortization of electric plant acquisi- 
tion adjustments, after such appropriations from earned surplus, shall not be 
less than the pro-rata portion of the then remaining balance of the $3,319,- 
549.52 to be provided for during the remainder of such fifteen-year period ; 

(B) The Washington Water Power Company dispose of the amount of $2,- 
644,816.38 classified in Account 107, electric plant adjustments, as proposed in 
the above paragraph (i), provided that the disposition of the amount of $1,296,- 
322.71, applicable to certain refunded debt issues, which is to be charged to 
Account 140, debt discount and expense, shall be subject to the further order 
of the Commission ; 

(C) The Washington Water Power Company dispose of the amount of 
$988,521.78 classified in Account 107, electric plant adjustments, referred to 
in paragraph (j), by a charge to Account 271, earned surplus; 

(D) The Washington Water Power Company retain the amounts of $36,000 
and $49,250 in Account 107, electric plant adjustments, referred to in paragraph 
(j), pending further order of the Commission ; 

(E) The Washington Water Power Company submit within 30 days from 
the date of service of this order certified copies of the entries giving effect to 
the disposition herein ordered of the amounts classified in Account 107 and 
submit within 30 days after the close of each year, beginning with the year 
1944, certified copies of the entries made in compliance with the requirements 
as to the amounts classified in Account 100.5; 

(F) The provisions of this order are not to be construed as dispensing with 
the necessity of full compliance with the requirements of the Public Utility 
Holding Company Act of 1935 and the rules, regulations and orders issued by 
the Securities and Exchange Commission. 





Order firing date of hearing and suspending proposed 
increased rates 


The Connecticut Power Company 
(Docket No. IT-5913) 
September 1, 1944 


It appears to the Commission that: 
(a) The Connecticut Power Company (Connecticut) has on file with the 
Commission a rate schedule, designated as The Connecticut Power Company 
rate schedule FPC No. 6, providing for the sale of electric energy to The Tor- 
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rington BDlectric Light Company (Torrington) for resale by the latter in Tor- 
rington, Connecticut, and vicinity ; - ; 

(b) By letter dated May 29, 1944, Connecticut advised the Commission of 
certain proposed rates to Torrington to supersede the rates provided in the 
aforesaid rate schedule FPC No. 6. Connecticut, however, did not submit with 
such letter the information required by the Commission’s Rules of Practice 
and Regulations to be filed with any proposed changes in rates. By letters 
of June 8, 1944, June 23, 1944, and July 31, 1944, the Commission requested 
such information, and advised Connecticut that no filing date would be as- 
signed to the proposed rates until receipt of the required information. On 
August 4, 1944, Connecticut filed its new agreement with Torrington providing 
for the proposed changes in rates, together with information required under 
the Commission’s Rules of Practice and Regulations. Such new agreement is 
dated June 30, 1944, and is designated as The Connecticut Power Company rate 
schedule FPC No. 8; 

(c) The information submitted on August 4, 1944, by Connecticut shows 
that the proposed rates provided in the aforesaid rate schedule FPC No. 8 
would result in an estimated increase over the rates provided in Connecticut’s 
rate schedule FPC No. 6 for. the sale of electric energy at wholesale to Tor- 
rington of approximately $104,000 for the 12-month period beyond July 1, 1944; 

(d) In response to an inquiry by the Commission with respect to the effect 
of Connecticut’s proposed increased rates upon Torrington’s rates, Torrington 
stated in a letter dated July 5, 1944, “that an increased cost of $104,000 in our 
operations would be a serious burden unless increased income could follow” ; 

(e) Unless suspended by Commission order, Connecticut’s rate schedule 
FPC No. 8 would become effective as of September 3, 1944, pursuant to the 
provisions of the Federal Power Act and the Rules of Practice and Regula- 
tions thereunder ; 

(f). The proposed increased rates provided for in Connecticut’s rate schedule 
FPC No. 8 may result in excessive rates or charges to Torrington and may 
place an undue burden upon ultimate consumers of electric energy ; may be dis- 
criminatory; and will result in increased rates or charges which have not 
been shown to be justified ; 

The Commission finds that: 

It is necessary, desirable and in the public interest that the Commission 
enter upon a hearing concerning the lawfulness of the proposed increased rates 
or charges and that said proposed increased rates or charges be suspended 
pending such hearing and the decision thereon ; 

The Commission orders that: 

(A) A public hearing be held commencing on December 5, 1944, at 10 a. m., 
in the Hearing Room of the Federal Power Commission, 1800 Pennsylvania 
Avenue, N. W., Washington, D. C., concerning the lawfulness of the proposed 
increased rates provided for in The Connecticut Power Company rate sched- 
ule FPC No. 8 subject to the jurisdiction of the Commission for the sale and 
delivery of electric energy to The Torrington Electric Light Company for 
resale ; 

(B) Pending such hearing and decision thereon, the operation of the sched- 
ule of increased rates or charges for the sale of electric energy for resale 
provided for in The Connecticut Power Company rate schedule FPC No. 8 
be and the same is hereby suspended until February 3, 1945, or such time 
thereafter as it shall be satisfactorily shown to the Commission that Connecti- 
cut will keep accurate account in detail of all amounts received by reason of 
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the proposed increase in rates and will specify by whom and in whose behalf 
such amounts are paid; 

(C) During the aforesaid suspension period, Connecticut’s rates to Torring- 
ton contained in The Connecticut Power Company rate schedule FPC No. 6 
shall remain and continue in effect, in so far as they apply to the sale of elec- 
tric energy for resale; 

(D) At the hearing in this matter, the burden of proof to show that the 
proposed increased rates or charges are just and reasonable shall be upon 
The Connecticut Power Company, as provided in section 205(e) of the Federal 
Power Act; 

(E) Interested State commissions may participate in said hearing as pro- 


vided in section 39.4 of the Rules of Practice and Regulations under the Fed- 
eral Power Act. 


Order instituting investigation and fixing date of hearing 
Safe Harbor Water Power Corporation 
(Docket No. IT-5914) 
September 1, 1944 


Upon consideration of the petition filed on August 31, 1944, by the Maryland 
Public Service Commission requesting this Commission to institute an in- 
vestigation of the interstate wholesale rates of Safe Harbor Water 
Power Corporation and Pennsylvania Water & Power Company, and the joint 
petition filed on August 14, 1944, by counsel for the Mayor and City Council of 


Baltimore, Maryland, counsel for the County Commissioners of Baltimore 
County, Maryland, counsel for Bethlehem-Fairfield Shipyard, Inc., and counsel 
for Rustless Iron & Steel Corporation, also requesting this Commission to 
institute such investigation ; and 

It appearing to the Commission that: 

(a) Safe Harbor Water Power Corporation owns and operates facilities, 
among others, used for the transmission and sale at wholesale of electric 
energy which is generated in Pennsylvania and transmitted therefrom to Mary- 
land and the District of Columbia, and consumed at points outside of Penn- 
sylvania. Such facilities are facilities for the transmission and sale at whole- 
sale of electric energy in interstate commerce. Safe Harbor Water Power Cor- 
poration is a public utility within the meaning of that term as used in the 
Federal Power Act, and is also the licensee under license for project No. 1025 
(Pennsylvania) issued by this Commission ; 

(b) Safe Harbor Water Power Corporation and Pennsylvania Water & 
Power Company are both parties to certain agreements involving the trans- 
mission and sale of electric energy subject to the jurisdiction of the Commis- 
sion, which said agreements include those designated in the files of the Com- 
mission as follows: Safe Harbor Water Power Corporation rate schedule FPC 
No. 1 (also designated as Pennsylvania Water & Power Company rate schedule 
FPC No. 8), and supplements Nos. 1 and 2 thereto; Safe Harbor Water Power 
Corporation rate schedule FPC No. 3 and supplements Nos. 1 and 2 thereto, 
and supplement No. 1 to supplement No. 2 thereto; Safe Harbor Water Power 
Corporation rate schedule FPC No. 4 and supplements Nos. 1 and ‘2 thereto; 
Safe Harbor Water Power Corporation rate schedule FPG No. 5; 
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(c) By order of September 1, 1944, the Commission has instituted an in- 


vestigation of the interstate wholesale rates of Pennsylvania Water & Power 
Company, infra, p. 697; 


The Commission finds that: 


It is necessary and proper in the public interest, and to aid in the enforce- 
ment of the provisions of the Federal Power Act, that an investigation be 
instituted by the Commission into and concerning all rates, charges, or classi- 
fications demanded, observed, charged, or collected by Safe Harbor Water 
Power Corporation for or in connection with any transmission or sale of elec- 
tric energy subject to the jurisdiction of the Commission, and any rules, regu- 
lations, practices, or contracts affecting such rates, charges, or classifications ; 

The Commission orders that: 


(A) An investigation be and the same hereby is instituted for the purpose 
of enabling the Commission : 

(i) To determine whether, in connection with any transmission or sale of 
electric energy subject to the jurisdiction of this Commission under the Fed- 
eral Power Act, by Safe Harbor Water Power Corporation any rates, charges, 
or classifications demanded, observed, charged, or collected, or any rules, 
regulations, practices, or contracts affecting such rates, charges or classifica- 
tions, are unjust, unreasonable, unduly discriminatory or preferential; and 

(ii) If, after hearing, it shall find that any of such rates, charges, classi- 
fications, rules, regulations, practices, or contracts are unjust, unreasonable, 
unduly discriminatory, or preferential, to determine and fix by appropriate 
order or orders, just and reasonable rates, charges, classifications, rules, regu- 
lations, practices, or contracts to be thereafter observed and in force; 

(B) A public hearing be held, commencing on October 30, 1944, at 10 a. m. 
(E.W.T.), in the Hearing Room of the Federal Power Commission, Hurley- 
Wright Building, 1800 Pennsylvania Avenue, N. W., Washington, D. C., respect- 
ing the matters involved and the issues presented in this proceeding; 

(C) Interested State Commissions may participate in this proceeding as 


provided for in section 39.4 of the Rules of Practice and Regulations under 
the Federal Power Act. 


‘ 


Order instituting investigation 


Pennsylvania Water & Power Company 
(Docket No. IT-5915) 


September 1, 1944 


Upon consideration of the petition filed on August 31, 1944, by the Maryland 
Public Service Commission requesting this Commission to institute an investi- 
gation of the interstate wholesale rates of Safe Harbor Water Power Corpo- 
ration and Pennsylvania Water & Power Company, and the joint petition filed 
on August 14, 1944, by counsel for the Mayor and City Council of Baltimore, 
Maryland, counsel for the County Commissioners of Baltimore County, Mary- 
land, counsel for Bethlehem-Fairfield Shipyard, Inc., and counsel for Rustless 


Iron & Steel Corporation, also requesting this Commission to institute such 
investigation ; and 


It appearing to the Commission that: 


(a) Pennsylvania Water & Power Company owns and operates facilities, 
among others, used for the transmission and sale at wholesale 
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(i) of electric energy generated in Pennsylvania and transmitted therefrom 
to Maryland and the District of Columbia; and 

(ii) of electric energy generated in Maryland and the District of Columbia 
and transmitted therefrom to Pennsylvania ; 
all such electric energy being consumed at points outside the respective 
States in which it is generated. Such facilities are facilities for the trans- 
mission and sale at wholesale of electric energy in interstate commerce. Penn- 
sylvania Water & Power Company is a public utility within the meaning of 
that term as used in the Federal Power Act; 

(b) Pennsylvania Water & Power Company owns and operates the Holtwood 
hydroelectric project on the Susquehanna River in Pennsylvania and by order 
of November 3, 1939, in docket No. IT-5524, 2 F. P. C. 61, 31 P. U. R. (N.S.)1, 
the Commission required the company to apply for a license for said project 
under the Federal Power Act. On review the Commission’s order was affirmed 
in Pennsylvania Water & Power Company vy. Federal Power Commission (App. 
D. C.) 123 F. 2d 155; cert. denied, 315 U. S. 806. By order of November 23, 
1943, supra, p. 426, the Commission authorized the issuance of a license for the 
Holtwood Project No. 1881. On December 22, 1943, the company filed an appli- 
cation for rehearing with respect to the amortization reserve provisions of the 
Commission’s order of November 23, 1943, and such rehearing was granted by 
order of January 21, 1944, supra, p. 500, and the matter is now pending before 
the Commission ; 

(c) In addition to an agreement involving the transmission and sale of 
electric energy subject to the jurisdiction of the Commission to which Pennsyl- 
vania Water & Power Company is a party, and which is designated in the files 
of the Commission as Pennsylvania Water & Power Company rate schedule 
FPC No. 1 and supplement No. 1 thereto, Safe Harbor Water Power Corpo- 
ration and Pennsylvania Water & Power Company are both parties to certain 
agreements involving the transmission and sale of electric energy subject to 
the jurisdiction of the Commission, which said agreements include those desig- 
nated in the files of the Commission as follows: Safe Harbor Water Power 
Corporation rate schedule FPC No. 1 (also designated as Pennsylvania Water 
& Power Company rate schedule FPC No. 8), and supplements Nos. 1 and 2 
thereto; Safe Harbor Water Power Corporation rate schedule FPC No. 8 and 
supplements Nos. 1 and 2 thereto, and supplement No. 1 to supplement No. 2 
thereto; Safe Harbor Water Power Corporation rate schedule FPC No. 4 and 
supplements Nos. 1 and 2 thereto; Safe Harbor Water Power Corporation rate 
schedule FPC No. 5; 

(d) By order of September 1, 1944, supra, p. 696, the Commission has in- 
stituted an investigation of the interstate wholesale rates of Safe Harbor 
Water Power Corporation ; 

The Commission jinds that: 

It is necessary and proper in the public ‘nterest, and to aid in the enforce- 
ment of the provisions of the Federal Power Act, that an investigation be in- 
stituted by the Commission into and concerning all rates, charges, or classi- 
fications demanded, observed, charged, or collected by Pennsylvania Water & 
Power Company for or in connection with any transmission or sale of electric 
energy subject to the jurisdiction of the Commission, and any rules, regulations, 
practices, or contracts affecting such.rates, charges, or classifications ; 

The Commission orders that: 

An investigation be and the same hereby is instituted for the purpose of 
enabling the Commission: 
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(A) To determine whether, in connection with any transmission or sale of 
electric energy subject to the jurisdiction of this Commission under the Fed- 
eral Power Act, by Pennsylvania Wafér & Power Company, any rates, charges, 
or classifications demanded, observed, charged, or collected, or any rules, regu- 
lations, practices, or contracts affecting such rates, charges or classifications, 
are unjust, unreasonable, unduly discriminatory or preferential; and 

(B) If, after hearing, it shall find that any of such rates, charges, classifi- 
cations, rules, regulations, practices, or contracts are unjust, unreasonable, un- 
duly discriminatory, or preferential, to determine and fix by appropriate order 
or orders, just and reasonable rates, charges, classifications, rules, regulations, 
practices, or contracts to be thereafter observed and in force. 


Order authorizing and approving merger of facilities 
and the issuance of securities 


Otter Tail Power Company and Interstate Power Company 
(Docket No. IT-5905) 
September 2, 1944 


Otter Tail Power Company (hereinafter referred to as “Otter Tail”), on July 
20, 1944, filed an application for an order pursuant to section 208 of the Fed- 
eral Power Act, authorizing the acquisition of certain of the facilities and 
properties of Interstate Power Company (hereinafter referred to as “Inter- 
state”) in the State of Minnesota, and for an order pursuant to section 204 
of the Act authorizing it to issue $1,500,000 principal amount of first mortgage 
bonds and 12,901 shares of preferred stock. At the same time Otter Tail and 
Interstate jointly applied for approval of the transfer from Interstate to Otter 
Tail of a certain Presidential Permit dated August 18, 1941, and for authority 
for Otter Tail to export energy over the facilities covered by the permit. The 
joint application is subject to a separate order in this same docketed pro- 
ceeding. 

It appears to the Commission from the application of Otter Tail, and mate- 
rials on file with the Commission incorporated by reference therein, that: 

(a) Otter Tail proposes to acquire by purchase from Interstate under a con- 
tract dated June 26, 1944 (a copy of which is set forth as Exhibit L) all of 
the electrical and water properties constituting its Bemidji and Crookston dis- 
tricts located in the northwestern part of Minnesota, for a cash consideration 
of $3,000,000 plus certain adjustments for current items. The property and 
facilities to be acquired include all of the electric transmission lines, substa- 
tions, distribution systems, electric generating plants, water systems, miscel- 
laneous buildings, land and land rights, owned by Interstate located in the 
Counties of Cass, Beltrami, Clearwater, Clay, Norman, Polk, Red Lake, Mar- 
shall, Kittson, and Roseau, in the State of Minnesota, which territory is par- 
tially adjoining and contiguous to areas served by Otter Tail. These facilities 
constituting the Bemidji and Crookston districts are not interconnected with 
the main system of Interstate. Upon acquisition of these facilities and as soon 
as wartime conditions will permit, Otter Tail proposes to build two transmis- 
sion lines connecting and integrating such facilities with Otter Tail’s main 
System ; 

(b) In order to obtain the necessary funds to pay Interstate for the above 
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properties and facilities, Otter Tail proposes to issue and sell $1,500,000 first 
mortgage bonds, 3% series of 1974 and 12,901 shares of $4.25 dividend pre- 
ferred stock, the balance to be obtained by using funds (approximately $225,- 
000) available in its treasury. Otter Tail proposes to sell, privately to several 
insurance companies, said bonds at 101% of the principal amount thereof plus 
accrued interest and the preferred stock for $101 per share. The expenses 
incident to the issuance of the proposed bonds and preferred stock are esti- 
mated at $17,990; 

(c) Otter Tail reports that the purchase price to be paid for. the above 
properties and facilities is substantially equal to the original cost thereof as 
reported by Interstate to the Federal Power Commission, plus subsequent 
capital additions, less depreciation accrued to the date of acquisition, and the 
actual value of the net current assets to be acquired by Otter Tail. Otter Tail 
further states that the acquisition will be entered on its books at the original 
cost (excluding intangibles) of $3,282,159 for electric plant, $399,725 for water 
plant, and $40,796 for other physical property, and that the reserve for depre- 
ciation will be credited with $741,396. It estimates that the purchase price will 
exceed the net original cost of plant plus net current assets acquired by $773, 
which amount will be charged to earned surplus ; 

(d) Written notice of the aforesaid application has been duly given to the 
Railroad and Warehouse Commission of Minnesota, the Public Service Commis- 
sion of North Dakota, the Public Utilities Commission of South Dakota, the 
State Commerce Commission of Iowa, and the Governor of each of those States. 
Notice of the application was also published in the Federal Register on July 
25, 1944, stating that any person desiring to be heard or to make any protest 
with reference to the application should file a petition or protest on or before 
August 9, 1944. No protest or petition or request to be heard in opposition to 
the granting of such application has been received, and the applicant has ex- 
pressly waived hearing; 

(e) The Public Service Commission of North Dakota has approved the pro- 
posed acquisition of properties and facilities of Interstate and authorized 
Otter Tail to issue the proposed bonds and preferred stock ; 

The Commission, having considered the aforesaid application and materials 
above referred to, finds that: 

(1) Applicant Otter Tail is a corporation organized and existing under and 
by virtue of the laws of the State of Minnesota, having its principal business 
office at Fergus Falls, Minnesota,-and is engaged principally in the business 
of generating, transmitting and distributing electric energy within the States 
of Minnesota and North Dakota and in transmitting to and distributing elec- 
tric energy within the State of South Dakota. It owns and operates facilities, 
among others, for the transmission and for the sale at wholesale of electric 
energy which is transmitted from one or more of said States and consumed by 
persons other than the transmitter thereof at points outside a State from which 
it is transmitted. Such facilities are facilities for the transmission and sale 
at wholesale of electric energy in interstate commerce. Applicant Otter Tail 
is, therefore, a public utility within the meaning of that term as used in sec- 
tions 208 and 204 of the Federal Power Act; 

(2) By the proposed purchase of facilities, Otter Tail will, directly or in- 
directly, merge or consolidate its facilities subject to the jurisdiction of this 
Commission with the electric utility facilities proposed to be purchased from 
Interstate. Such merger or consolidation is subject to the requirements of 
section 203 of the Federal Power Act ; 
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(3) In recording the acquisition of the above described facilities and prop- 
erties on its books of account, Otter Tail proposes to charge immediately to 
earned surplus the amount of the pufthase price in excess of the sum of the 
depreciated original cost of fixed assets and net current assets acquired; 

(4) The proposed acquisition of facilities will tend to advance the integra- 
tion and coordination of the facilities involved, and to improve service to the 
customers now supplied by Interstate, and will be consistent with the public 
interest ; 

(5) The proposed issues of $1,500,000 first mortgage bonds, 3% series of 
1974 and 12,901 shares of $4.25 dividend preferred stock, constitute issues of 
securities within the purview of section 204 of the Federal Power Act; 

(6) Otter Tail is not organized and operating in a State under the laws of 
which its security issues are regulated by a state commission within the mean- 
ing of section 204(f) of the Federal Power Act, and the issues are, therefore, 
not exempt by virtue of that section from the requirements of section 204 of 
the Act; 

(7) The issuance of the bonds and preferred stock will not result in the 
capitalization of the right to be a corporation or of any franchise, permit, or 
contract for consolidation, merger, or lease in excess of the amount (exclusive 
of any tax or annual charge) actually paid as the consideration for such right, 
franchise, permit, or contract ; 

(8) No underwriter’s or finder’s fees are to be paid in connection with the 
proposed security issues ; 

(9) The proposed issues of securities will be for a lawful object within the 
corporate purposes of the applicant and compatible with the public interest, 
which is appropriate for and consistent with the proper performance by the 
applicant of service as a public utility and which will not impair its ability 
to perform that service, and is reasonably appropriate for such purposes ; 

The Commission orders that: 

(A) The proposed acquisition and merger or consolidation of facilities as 
described in the application, be and the same hereby is authorized and ap- 
proved on the terms and conditions set forth in the aforesaid application and 
subject to the provisions of this order ; 

(B) The proposed issuance of $1,500,000 first mortgage bonds, 3% series of 
1974 and 12,901 shares of $4.25 dividend preferred stock upon the terms and 
conditions and for the purposes specified in the application be and the same 
is hereby authorized and approved subject to the provisions of this order; 

(C) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, ac- 
counts, valuations, estimates or determinations of costs, or any other matter 
whatsoever which may come before this Commission or such other regulatory 
body, and nothing in this order shall be construed as an acquiescence by this 
Commission in any estimate or determination of cost or any valuation of prop- 
erty claimed or asserted ; 

(D) This authorization shall expire within ninety days after the date of 
this order; 

(E) Applicant shall report within ten days of the consummation of the pro- 
posed merger or consolidation of facilities as required by the Commission's 
Rules of Practice and Regulations, and shall file proposed accounting entries 
within six months from the date of consummation of the proposed merger or 
consolidation, as required by the provisions of the Commission’s Uniform Sys- 
tem of Accounts. 
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Order denying permission to abandon service 


Kentucky Natural Gas Company 
(Docket No. G-518) 
September 5, 1944 


It appears to the Commission that: 

(a) On January 1, 1944, Kentucky Natural Gas Corporation (applicant) 
filed an application, pursuant to section 7(b) of the Natural Gas Act, for per- 
mission and approval to abandon service of natural gas to the Village of Flat 
Rock, Illinois ; 

(bv) After appropriate notice of the Commission’s order of March 21, 1944, 
fixing date of hearing on the application, a public hearing was held in Terre 
Haute, Indiana, on April 12, 1944; 

(c) The Village of Flat Rock filed a protest to the granting of the applica- 
tion on January 24, 1944, and at the hearing was permitted to participate and 
introduce evidence in the proceedings, subject to the filing of a petition to in- 
tervene and the action of the Commission thereon. On April 21, 1944, upon 
application made, the Commission entered an order granting such intervention ; 

(d@) Applicant assigns, as its reason for the filing of the application, the 
failure of the Village to pay its gas bills in full; 

(e) The Village, incorporated under the laws of Illinois, owns and operates 
a municipal gas distribution system and approximately five miles of four-inch 
transmission pipe line connecting such distribution system in the Village with 
the transmission pipe line of applicant in Crawford County, Illinois. These 
facilities were purchased by the Village from Crawford County Gas Company 
pursuant to a contract dated May 22, 1942, as supplemented by a further 
agreement dated July 16, 1942, for the sum of $3,000, payable $50.00 per month. 

(f) Applicant entered into a gas purchase contract with the Village on July 
25, 1942, designated in the files of the Commission as applicant’s rate schedule 
FPC No. 27, whereby applicant agreed to sell to the Village from August 1, 
1942, to January 1, 1952, all of the natural gas required to satisfy the demands 
of the Village’s customers. The Village serves approximately 100 gas customers, 
and its natural gas requirements are approximately 10,000 M.c.f. per year; 

(g) The applicant is the only practicable source from which the Village may 
procure natural gas for its citizens who have had natural gas service con- 
tinuously since 1908 ; 

(kh) No claim is made that the applicant’s available supply of natural gas 
is depleted to the extent that the continuance of service of natural gas to the 
Village is unwarranted ; 

(i) When the Village purchased its natural gas system in July, 1942, the 
transmission and distribution lines were in very poor condition, there was 
excessive leakage, and practically all of the consumers’ meters were not regis- 
tering properly. After the Village began operation of its system, the amounts 
collected by the Village from its customers for gas service were insufficient 
to enable it to pay in full applicant’s bills for gas sold to the Village; 

(j) In order to make necessary improvements on its system, the Village 
Board levied an assessment against its gas consumers in May, 19438, and again 
in September, 1943, thereby raising an improvement fund of $2,054, of which 
$1,703 has since been expended. Beginning with June, 1943, the Village began 
making repairs to the system and has since replaced about 6,500 feet of dis- 
tribution pipe line, adjusted about 35 meters, and made other needed repairs to 
reduce gas leakage. As a result, the operation of the Village’s system has shown 
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a decided improvement: During the nine months from June, 1943, to February, 
1944, inclusive, the Village became in arrears in the payment of its bills to 
the applicant for natural gas by approximately $180, as compared with an 
arrearage over the preceding ten months of approximately $1,600. In view of 
this improved showing, and the expressed desire and intention of the Village 
to continue to better the condition of its gas distribution system, it appears 
likely that such continued effort on its part to repair its pipe lines and repair 
and replace its meters will result in profitable operations and will permit the 
Village to discharge its obligations to applicant ; 

The Commission, having considered the application and the record thereon 
with respect to the matters involved and the issues presented, finds that: 

(1) Applicant is a corporation organized and existing under the laws of 
Delaware, authorized to do business in the States of Kentucky, Indiana, and 
Illinois, having its principal place of business in Owensboro, Kentucky ; 

(2) Applicant owns and operates, among other facilities, natural gas trans- 
mission pipe lines extending from Montezuma, Indiana, through the States of 
Illinois and Kentucky, and among other operations, is engaged in producing 
and purchasing gas in the States of Illinois and Indiana which it transports 
through its transmission pipe lines from the States in which the gas is pro- 
duced and purchased through or into other States, and sells such gas for re- 
sale for ultimate public consumption for domestic, commercial, industrial, and 
other use in Indiana, Illinois, and Kentucky ; 

(3) Applicant is engaged in the transportation and sale of natural gas in 
interstate commerce for resale for ultimate public consumption, and is there- 
fore a natural-gas company within the meaning of the Natural Gas Act as 
found by the Commission in its order adopted April 6, 1943, In the Matter of 
Kentucky Natural Gas Corporation, docket No. G-876, 3 F. P. C. 971; 

(4) The proposed abandonment of gas service to the Village of Flat Rock, 
Illinois, is subject to the requirements of section 7(b) of the Natural Gas Act; 

(5) The record does not contain a sufficient showing that the present or 
future public convenience and necessity permit the abandonment by the appli- 
eant of the sale and service of natural gas to the Village of Flat Rock, Illinois; 

(6) Denial of the instant application, without prejudice, is appropriate in the 
public interest ; 

Wherefore, the Commission orders that : 

The application of Kentucky Natural Gas Corporation for permission and 
approval to abandon service of natural gas to the Village of Flat Rock, Illinois, 
be and it is hereby denied without prejudice. 


Order issuing certificate of public convenience and necessity 
Indiana Utilities Corporation 
(Docket No. G-514) 
September 8, 1944 


It appears to the Commission that: 

(a) On December 14, 1943, Indiana Utilities Corporation (applicant) filed 
an application for a certificate of public convenience and necessity, pursuant 
to section 7 of the Natural Gas Act, as amended, to authorize the acquisition 
and operation of the facilities of Kentucky Pipe Line Company, for the trans- 
portation and sale of natural gas, subject to the jurisdiction of the Commission, 
which facilities are located in the State of Indiana ; 
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(b) This matter was set for public hearing by order dated March 25, 1944, 
and appropriate notice thereof was duly given, including publication of such 
order in the Federal Register on March 29, 1944, page 3397, and transmission 
thereof by registered mail to the Governors and regulatory commission of In- 
diana, Kentucky, and Ohio; 

(c) A public hearing was held at Terre Haute, Indiana, on April 13, 1944, 
and no protest to the application has been received ; 

(d@) On December 23, 1943, applicant acquired all the physical assets of 
Kentucky Pipe Line Company, a wholly-owned subsidiary of Louisville Gas 
and Electric Company of Kentucky, for and in consideration of $12,500 in 
cash. Such assets included the following described facilities: 

(i) One and one-half acres of land with building thereon, used as a com- 
pressing station, located in Webster Township, Harrison County, Indiana, to- 
gether with 40,286 feet of 8-inch transmission pipe line extending from such 
compressor station to the North line of the Ohio River, Harrison County, 
Indiana; 

(ii) Approximately 33,700 feet of pipe lines, as follows: 12,445 feet of 8- 
inch line; 4,155 feet of 6-inch line; 10,188 feet of 4-inch line; 1,850 feet of 3- 
inch line; and 5,062 feet of 2-inch line, all in Harrison County, Indiana; 

(iii) One 60 horsepower gas compressor with appurtenances ; 

(e) The facilities so acquired, together with the present system of applicant, 
will be used by applicant to furnish natural gas for ultimate public consump- 
tion for domestic, commercial and industrial purposes in the town of Corydon 
and its suburban sections, in the town of Laconia, to certain customers along 
applicant’s transmission line and to the Town of New Middletown for resale 
for ultimate public consumption therein, all in Harrison County, Indiana, and 
to sell surplus natural gas, when available, to the Louisville Gas and Electric 
Company for resale in the State of Kentucky ; 

(f) The Public Service Commission of Indiana, by its order adopted No- 
vember 27, 1943, file No. 16190, approved the acquisition of all the facilities 
of Kentucky Pipe Line Company referred to above; 

(g) The facilities hereinafter referred to are proposed to be operated as an 
integral part of applicant’s existing system which consists principally of inter- 
connected pipelines and appurtenant facilities, located in the State of Indiana, 
and used, among other things, for the transportation and sale of natural gas 
in interstate commerce for resale for ultimate public consumption ; 

(xk) The proposed operation by applicant of the natural gas facilities, de- 
scribed in paragraph (d) above, is necessary for the continuance of adequate 
natural gas service to the consumers presently served by applicant ; 

(i) Applicant proposes to continue in effect its present rates and no increase 
in rates is contemplated by reason of its operation of the facilities referred 
to in paragraph (d) above; 

(j) Applicant’s natural gas supply, which is produced from its own wells 
and purchased from Louisville Gas and Electric Company, is adequate to meet 
the requirements of applicant’s customers ; 

The Commission, having considered the application and the record thereon 
with respect to the matters involved and the issues presented, finds that: 

(1) Applicant, an Indiana corporation having its principal place of business 
in Corydon, Indiana, is engaged in the transportation and sale in interstate 
commerce of natural gas for resale for ultimate public consumption and is a 
“natural-gas company” within the meaning of the Natural Gas Act, as hereto- 
fore found by the Commission in its order adopted June 1, 1943, Jn the Matter 
of Indiana Utilities Corporation, docket No. G-377 ; 









ach 
ion 
In- 


of 
7as 
in 


ym- 

to- 
ich 
ity, 


' 3- 


int, 
np- 
lon 
mg 
ale 
ind 
rie 


No- 
‘ies 


zas 


de- 
ate 


ase 
red 


alls 
eet 


20n 


ess 
ate 
3a 
to- 
ter 


APPENDIX—ORDERS 705 


(2) The assets acquired from Kentucky Pipe Line Company include natural- 
gas facilities which are and will be used for the transportation and sale in 
interstate commerce of natural gas, subject to the jurisdiction of the Com- 
mission, as integral parts of applicant’s existing pipeline system, and the ac- 
quisition and proposed operation thereof are subject to the requirements of 
subsections (c) and (e) of section 7 of the Natural Gas Act, as amended; 

(3) Applicant is able and willing properly to do the acts proposed and to 
conform to the provisions of the Natural Gas Act, as amended, and the re- 
quirements, rules and regulations of the Commission thereunder ; 

(4) The proposed operation by applicant of the natural-gas facilities, subject 
to the jurisdiction of this Commission, acquired from Kentucky Pipe Line 
Company, is and will be required by the present and future public convenience 
and necessity and a certificate therefor should be issued as hereinafter ordered ; 

The Commission orders that: 

(A) A certificate of public convenience and necessity be and it is hereby 
issued authorizing applicant to operate the facilities, subject to the jurisdiction 
of this Commission, acquired by it from Kentucky Pipe Line Company, de- 
scribed in its application and exhibits appended thereto, for the transportation 
and sale in interstate commerce of natural gas for resale as therein set forth, 
upon the terms and conditions of this order ; 

(B) This certificate shall not be transferable and is without prejudice to 
the authority of this Commission or any other regulatory body with respect 
to rates, service, accounts, valuation, estimate or determination of cost, or any 
other matters whatsoever now pending or which may come before this Com- 
mission or other regulatory body, and nothing herein shall be construed as an 
acquiescence by this Commission in any estimate or determination of cost or 
any valuation of property claimed or asserted by the applicant ; 

(C) Nothing herein is to be construed as affecting in any manner the deter- 
mination of the service area of applicant under section 7(f) of the Natural 
Gas Act; 

(D) This certificate shall be effective as long as applicant continues the 
operations herein authorized in accordance with the provisions of the Natural 
Gas Act, as amended, and any pertinent rules, regulations or orders hereto- 
fore or hereafter issued by the Commission ; 

(E) This authorization shall become effective upon the withdrawal of the 
application filed by Kentucky Pipe Line Company in docket No. G-—350 for a 
certificate of public convenience and necessity under the “grandfather” pro- 
viso of section 7(c) of the Natural Gas Act, as amended ; 

(F) Appropriate evidence of the issuance of this certificate shall be fur- 
nished to applicant. 


Order issuing certificate of public convenience and necessity 
Louisville Gas and Electric Company 
(Docket No. G-517) 
September 8, 1944 


It appears to the Commission that: 
(a) On December 30, 1943, Louisville Gas and Electric Company (applicant) 
filed an application for a certificate of public convenience and necessity pursuant 
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to section 7 of the Natural Gas Act, as amended, to authorize the sale of 
natural gas to Indiana Utilities Corporation (Indiana Utilities) through ex- 
isting facilities at a point on the Kentucky-Indiana State line near Louisville, 
Kentucky ; 

(ob) This matter was set for public hearing by order dated March 25, 1944, 
and appropriate notice thereof was duly given, including publication of such 
order in the Federal Register on March 29, 1944, page 8397, and transmission 
thereof by registered mail to the Governors and regulatory commissions of 
Indiana, Kentucky, and Ohio; 

(c) A public hearing was held at Terre Haute, Indiana, on April 13, 1944, 
and no protest to the application has been received ; 

(d@) The gas proposed to be sold by applicant is produced in Kentucky and 
resold by Indiana Utilities for ultimate public consumption in Corydon and 
Laconia and along Indiana Utilities’ transmission lines; and to the Town of 
New Middletown for resale for ultimate public consumption, all in Harrison 
County, Indiana. Such gas is: to be delivered to the Kentucky-Indiana State 
line in an amount not to exceed 500 M.c.f. per day ; 

(e) The Public Service Commission of Indiana, by its order adopted October 
21, 1943, approved the purchase by Indiana Utilities of natural gas from ap- 
plicant ; 

(f) In order for Indiana Utilities to receive natural gas from applicant, it 
acquired the facilities of Kentucky Pipe Line Company, a wholly-owned sub- 
sidiary of the applicant. Application was filed with this Commission by Indiana 
Utilities in docket No. G-514 for a certificate of public convenience and neces- 
sity to authorize the acquisition and operation of such facilities, and said appli- 
eation was consolidated for hearing with the subject application. By its order 
dated September 8, 1944, in docket No. G-514, the Commission issued a certifi- 
eate of public convenience and necessity authorizing the operation of such 
facilities ; 

(g) The volume of gas which Indiana Utilities can produce from its wells 
is not adequate to meet the demands of its present customers at all times and 
the applicant is the nearest known source from which Indiana Utilities can 
purchase the necessary additional gas supply ; 

The Commission, having considered the application and the record thereon 
with respect to the matters involved and the issues presented, finds that; 

(1) Applicant is a corporation organized and existing under the laws of 
Kentucky, and has its principal place of business in Louisville, Kentucky ; 

(2) Applicant is engaged in the transportation and sale in interstate com- 
merce of natural gas for resale for ultimate public consumption, and is a 
natural-gas company within the meaning of the Natural Gas Act; 

(3) The proposed sale of natural gas by applicant to Indiana Utilities for 
resale for ultimate public consumption in Harrison County, Indiana, is sub- 
ject to the jurisdiction of the Commission under the Natural Gas Act; 

(4) Applicant is able and willing properly to do‘ the acts and perform the 
service proposed and to conform to the provisions of the Natural Gas Act, as 
amended, and the requirements, rules and regulations of the Commission there- 
under ; : 

(5) The proposed sale of natural gas by applicant to Indiana Utilities is 
and will be required by the present and future public convenience and necessity 
and a certificate therefor should be granted as hereinafter ordered ; 
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Wherefore, the Commission orders that: 

(A) A certificate of public convenience and necessity be and it is hereby 
issued authorizing applicant to sell natural gas to Indiana Utilities, as re- 
ferred to in paragraph (d) above, upon the terms and conditions of this order ; 

(B) This certificate shall not be transferable and is without prejudice to 
the authority of this Commission or any other regulatory body with respect 
to rates, service, accounts, valuation, estimate or determination of cost, or any 
other matter whatsoever now pending or which may come before this Com- 
mission or other regulatory bedy, and nothing herein shall be construed as an 
acquiescence by this Commission in any estimate or determination of cost or 
any valuation of property claimed or asserted ; 

(C) Nothing herein is to be construed as affecting in any manner the deter- 
mination of the service area of applicant under section 7(f) of the Natural 
Gas Act; 

(D) This certificate shall be effective as long as applicant continues the 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act, as amended, and any pertinent rules, regulations, or orders hereto- 
fore or hereafter issued by the Commission ; 

(E) Appropriate evidence of the issuance of this certificate shall be fur- 
nished to applicant. 


Order approving plans for disposition of amounts classified 
in Account 100.5, electric plant acquisition adjustments, and 
Account 107, electric plant adjustments 


The Scranton Electric Company 
September 12, 1944 


It appearing to the Commission that: 

(a) On January 5, 1940, after having received several extensions of time, 
The Scranton Electric Company (“Scranton”) filed its proposed reclassification 
and original cost studies pursuant to electric plant accounts instruction 2-D 
of the Commission’s Uniform System of Accounts Prescribed for Public Utilities 
and Licensees, and the order of May 11, 1987, relating thereto; 

(b) In September, 1943, the staffs of this Commission and of the Pennsyl- 
vania Public Utility Commission began a field examination of the studies filed 
by Seranton. Upon conclusion of the field examination, conferences were held 
as a result of which Scranton, on June 29, 1944, filed revised reclassification and 
original cost studies which reflect all of the staffs’ recommendations ; 

(c) In the revised studies, Scranton has classified $343,736.07 in Account 
100.5, electric plant acquisition adjustments, and $6,013,825.02 in Account 107, 
electric plant adjustments, and has submitted plans for the disposition of the 
amounts now classified in Accounts 100.5 and 107; 

(d) Seranton proposes that the $343,736.07 classified in Account 100.5, repre- 
senting the excess of acquisition cost over original cost of acquired properties, 
be disposed of by an immediate charge to Account 271, earned surplus, and 
that the $6,013,825.02, classified in Account 107 be disposed of as follows: 
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To Account 110, other physical property, represent- 

ing original cost of land not used in utility 

service 2,264.16 
To Account 250, reserve for depreciation, repre- 

senting unrecorded retirements 6,373.15 
To Account 265, contributions in aid of construc- 

tion, representing the net amount of contribu- 

tions received by Scranton and its predecessors 

from customers or others in aid of construction 

of electric plant (16,635.80) 
To Account 250, reserve for depreciation 1$1,700,000.00 
To Account 270, capital surplus *780,000.00 
To Account 271, earned surplus 2,822,369.92 

Representing appraisal write-up at organization 

of company and adjustments arising in inter- 

company transactions relating to acquired prop- 

§,302,369.92 

To Account 271, earned surplus, representing the 

following items: Intercompany profit on engi- 

neering and supervision fees paid to American 

Gas & Electric Company, which controls Scran- 

ton through 100% ownership of its common 

stock 
Miscellaneous adjustments applicable to property 

inventory as at January 1, 19389 (16,546.41) 719,453.53 


Total 6,013,825.02 


(e) On July 24, 1944, the Pennsylvania Publie Utility Commission, by order, 
approved the disposition of the amounts classified in Accounts 100.5 and 107 
as herein described ; 

The Commission finds that: 


The disposition of $343,736.07 and $6,013,825.02, classified in Accounts 100.5 
and 107, respectively, in the manner described in paragraph (d) hereof, is 
reasonable and appropriate for the purposes of the Federal Power Act; 

The Commission orders that: ‘ 

(A) Seranton dispose of the $343,736.07 and $6,013,825.02 in the manner 
described in paragraph (d) hereof; 

(B) Seranton submit certified copies of the entries made in compliance 
with the foregoing requirements within 30 days after the date of this order; 

(C) The provisions of this order are not to be construed as dispensing with 
the necessity for full compliance with the requirements of the Public Utility 
Holding Company Act of 1935, and the rules, regulations and orders issued 
by the Securities and Exchange Commission. 


1 Based on company studies, this item represents appraisal write-up and other adjust- 
ments, resulting from intercompany transactions classified in Account 107 and has been 
provided for through subsequent depreciation accruals. 

? During 1937 American Gas & Electric Company purchased Scranton bonds in the 
open market at a discount of $780,000, which saving was passed on to Scranton and 
set up by Scranton as capital surplus. This amount of the capital surplus account is 
available for the disposition of the debt discount originally incurred in 1928 on the issue 
of these bonds to American Gas & Electric Company. This discount was capitalized by 
Scranton and is included in Account 107. 
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Order issuing, certificate of public convenience and necessity 
Consolidated Gas Utilities Corporation 
(Docket No. G*528) 
September 12, 1944 


It appears to the Commission that: 

(a) On February 17, 1944, Consolidated Gas Utilities Corporation (applicant) 
filed an application for a certificate of public convenience and necessity pursuant 
to section 7(c) of the Natural Gas Act, as amended, to authorize the con- 
struction and operation of approximately 34%4 miles of 85-inch O. D. pipe line 
in Caddo County, Oklahoma, extending from a point of connection with an 
existing 6-inch pipe line on applicant’s Lawton-Comanche pipe line system in 
Oklahoma at the southeast corner of Sec. 32, T. 6 N., R. 9 W. in a westerly 
direction for approximately 2% miles, and thence in a northwesterly direction 
approximately 3,960 feet to a point of connection with an 8-inch pipe line of 
Ray Stephens, Inc. approximately 800 feet west of the northeast corner of the 
SE ¥% of Sec. 35, T. 6 N., R. 10 W. The line of Ray Stephens, Inc. connects 
with the 16-inch natural gas pipe line of Cities Service Gas Company (Cities 
Service) extending north from the Cement field, which latter line is an integral 
part of Cities Service’s interstate transmission pipe line system for the delivery 
of natural gas for ultimate public consumption in Oklahoma, Kansas, Missouri 
and Nebraska ; 

(6) Pursuant to the Commission’s order dated June 1, 1944, and after ap- 
propriate notice thereof, a public hearing was held on this matter at Oklahoma 
City, Oklahoma, on June 26, 1944. No protest to the application has been re- 
ceived ; 

(c) Applicant’s natural-gas transmission facilities include, among others, two 
separate systems—one extends from Wheeler. County in the Texas Panhandle 
gas field to Lyons, Kansas, and the other is located entirely within the State 
of Oklahoma and extends from the Cement gas field and from Lawton to 
Comanche ; 

(d) During the past winter applicant was obliged to make curtailments of 
natural gas service to customers served by its line from Texas, including 
schools at Winfield and Wichita, Kansas, and the zine smelter located at 
Blackwell, Oklahoma. The Blackwell smelter is engaged in the production of 
war materials and has no standby fuel. To prevent further curtailments of 
deliveries, applicant and Cities Service entered into agreements dated January 
15, 1944, for the sale and delivery of natural gas to each other; 

(ec) Pursuant to such agreements applicant, on February 7, 1944, commenced 
deliveries of gas from the Cement field to Cities Service through the facilities 
referred to in paragraph (a) above. One-half of the volume of gas so received 
by Cities Service is redelivered by it to the Blackwell smelter for applicant’s 
account. Under this arrangement applicant is relieved from supplying the 
smelter’s entire requirements from the Texas line, and additional volumes of 
gas are thereby made available for applicant’s other customers served from 
such line. The gas obtained by Cities Service from applicant is used to assist 
Cities Service in supplying its customers, including war industries, located in 
Oklahoma, Kansas, Missouri and Nebraska ; 

(f) The proposed operation of the facilities referred to in paragraph (a) 
above is required to assure maintenance of adequate service to existing cus- 
tomers of applicant and Cities Service, including essential war industries; 
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(9) The Petroleum Administration for War has granted applicant authority 
to use the materials required in the construction of such facilities ; 

(h) By telegram dated February 25, 1944, the Commission granted tem- 
porary authorization for the operation of such facilities pending final action 
by the Commission on the application in this matter ; 

(i) No increase in applicant’s rates is contemplated by reason of the con- 
tinued operation of such facilities ; 

(j) Applicant’s gas supply is adequate to meet the increased deliveries re- 
sulting from such operations; 

The Commission, having considered the application and the record thereon 
with respect to the matters involved and the issues presented, finds that: 

(1) Applicant, a Delaware corporation having its principal place of business 
in Oklahoma City, Oklahoma, is a natural-gas company within the meaning of 
the Natural Gas Act, as heretofore found. by the Commission in its order 
entered January 4, 1944, in docket No. G-365, supra, p. 477; 

(2) The facilities described in paragraph (a) above are used for the trans- 
portation and sale of natural gas, subject to the jurisdiction of the Commis- 
sion, and the proposed operation thereof is subject to the requirements of 
subsections (c) and (e) of section 7 of the Natural Gas Act, as amended; 

(3) Applicant is able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas Act 
and the requirements, rules, and regulations of the Commission thereunder ; 

(4) The proposed operation of the facilities referred to in paragraph («) 
above is and will be required by the present and future public convenience 
and necessity, and a_ certificate therefor should be issued as hereinafter 
ordered ; 

The Commission orders that: 

(A) A certificate of public convenience and necessity be and it is hereby 
issued. authorizing the proposed operation by the applicant of the facilities 
referred to in. paragraph (a) above, and more fully deseribed in the applica- 
tion in this proceeding, for the transportation and sale of natural gas therein 
set forth, subject to the jurisdiction of the Commission, upon the terms and 
conditions of this order ; 

(B) This certificate shall not be transferable and is without prejudice to 
the authority of this Commission or any other regulatory body with respect 
to rates, service, accounts, valuation, estimate or determination of cost, or any 
other matter whatsoever now pending or which may come before this Com- 
mission or other regulatory body, and nothing herein shall be construed as an 
acquiescence by this:Commission in any estimate or determination of cost or 
any valuation of property claimed or asserted ; 

(C) Nothing herein is to be construed as affecting in any manner the deter- 
mination of the service area of applicant under section 7(f) of the Natural 
Gas Act, as amended; 

(D) This certificate shall be effective as long as applicant continues the op- 
erations hereby authorized in accordance with the provisions of the Natural 
Gas Act, as amended, and any pertinent rules, regulations, or orders hereto- 
fore or hereafter issued by the Commission ; 

(E) Appropriate evidence of the issuance of this certificate shall be fur- 
nished to applicant. 
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Order issuing certificate of puble convenience and necessity 
and authorizing abandonment of facilities 


Consolidated Gas Utilities Corporation 
(Docket No. G-524) 
September 12, 1944 


It appears to the Commission that: 

(a) On February 7, 1944, Consolidated Gas Utilities Corporation (applicant) 
filed an application seeking: 

(i) A certificate of public convenience and necessity pursuant to section 7(c) 
of the Natural Gas Act, as amended, to authorize the construction and opera- 
tion of approximately one mile of 4%4-inch O. D. natural gas pipe line extend- 
ing in a southerly direction from a point of connection with applicant’s exist- 
ing 6%-inch pipe line in the NE corner of Sec. 16, T. 21 S., R. 8 W., Rice 
County, Kansas, to a point of connection with applicant’s existing distribution 
system in the city of Sterling, Kansas; and 

(ii) Authority under section 7(b) of the Natural Gas Act to abandon ap. 
proximately one and one-half miles of 5%4-inch O. D. natural gas pipe line in 
Rice County, Kansas, extending in a southwesterly direction from a point 
of connection with applicant’s existing 8-inch main transmission pipe line in the 
N'¥% of SW% of Sec. 13, T. 21 S., R. 8 W., to a point of connection with appli- 
eant’s existing 4-inch pipe line connecting with the Sterling, Kansas, distribu- 
tion system ; 

(b) Applicant proposes to deliver natural gas to Sterling through the new 
line and discontinue such deliveries through the line to be abandoned ; 

(c) Pursuant to the Commission’s order dated June 1, 1944, and after ap- 
propriate notice thereof, a public hearing was held on this matter at Oklahoma 
City, Oklahoma, on June 26, 1944. No protest to the application has been 
received ; 

(d) Applicant has been serving natural gas to customers in the city of 
Sterling, Kansas, for more than 18 years from its main transmission pipe-line 
system extending from the Panhandle gas field in Wheeler County, Texas, to 
Lyons, Kansas, and the pipe line referred to in paragraph (a) (ii) above, con- 
necting the city of Sterling with such main line; 

(e) The proposed construction, operation and abandonment are required 
because of the poor condition and excessive leakage of the line to be abandoned, 
and in order to prevent interruption in service to Sterling and to decrease 
maintenance costs; 

(f) The proposed abandonment of the 5%4-inch line will not result in any 
discontinuance of service to applicant’s customers who secure natural gas from 
such line, since adequate service to those customers will be maintained by 
means of the proposed new 414-inch line. No increase in rates is contemplated 
as a result of the proposed construction and operation ; 

(g) Applicant is financially able to construct and operate the new line to 
Sterling as proposed ; 

(h) The War Production Board has assigned to the applicant preference 
ratings for the materials to be used in the construction of the proposed fa- 
cilities ; 

(i) By telegram dated February 23, 1944, the Commission granted temporary 
authorization for the construction and operation of the new line to Sterling, 
pending final action by the Commission on the application in this matter: 
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The Commission, having considered the application and the record thereon 
with respect to the matters involved and the issues presented, finds that: 

(1) Applicant, a Delaware corporation having its principal place of business 
in Oklahoma City, Oklahoma, is a natural-gas company within the meaning 
of the Natural Gas Act, as heretofore found by the Commission in its order 
entered January 4, 1944, in docket No. G-365, supra, p. 477; 

(2) The facilities to be abandoned are, and the facilities to be constructed 
will be, used for the transportation in interstate commerce of natural gas sub- 
ject to the jurisdiction of the Commission as integral parts of applicant’s ex- 
isting pipe line system, and the proposed construction, operation and abandon- 
ment are subject to the requirements of section 7 of the Natural Gas Act, as 
amended ; 

(3) Applicant is able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas Act 
and the requirements, rules, and regulations of the Commission thereunder ; 

(4) The proposed construction and operation are and will be required by 
the present and future public convenience and necessity, and a certificate 
therefor should be granted as hereinafter ordered ; 

(5) The present and future public convenience and necessity permit the 
abandonment of facilities as proposed; 

The Commission orders that: 

(A) A certificate of public convenience and necessity be and it is hereby 
issued authorizing applicant to construct and operate the facilities referred to 
in paragraph (a) (i), above, and more fully described in the application, for 
the transportation of natural gas therein set forth, subject to the jurisdiction 
of the Commission, upon the terms and conditions of this order ; 

(B) Upon completion of the facilities referred to in paragraph (a) (i), 
above, applicant be and it is hereby authorized to abandon the facilities re- 
ferred to in paragraph (a) (ii), above, as described in the application ; 

(C) Applicant shall complete the construction of the facilities herein au- 
thorized on or before December 31, 1944; 

(D) Applicant shall report to the Commission in writing under oath the 
dates the facilities herein authorized are completed and placed in operation, 
and the date the pipe line is abandoned ; 

(E) This certificate shall not, be transferable and is without prejudice to 
the authority of this Commission or any other regulatory body with respcet 
to rates, service, accounts, valuation, estimate or determination of cost, or any 
other matter whatsoever now pending or which may come before this Com- 
mission or other regulatory body, and nothing herein shall be construed as an 
acquiescence by this Commission in any estimate or determination of cost or 
any valuation of property claimed or asserted ; 

(F) Nothing herein is to be construed as affecting in any manner the deter- 
mination of the service area of applicant under section 7(f) of the Natural 
Gas Act, as amended ; 

(G) This certificate, insofar as it relates to the operation of facilities, shall 
be effective as long as applicant continues the operations hereby authorized 
in accordance with the provisions of the Natural Gas Act, as amended, and any 
pertinent rules, regulations, or orders heretofore or hereafter issued by the 
Commission ; 

(H) Appropriate evidence of the issuance of this certificate shall be fur- 
nished to applicant. 
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Determination and order for emergency use of interconnections 
Texas Electric Service Company 
(Docket No. IT-5892) 
September 12, 1944 


Texas Electric Service Company (hereinafter referred to as Texas Electric) 
filed an application on May 19, 1944, for a determination and order under 
section 202(d) of the Federal Power Act that its status under the Act shall 
not be affected by the use of the Payne interconnection between the systems 
of Southwestern Power Administration and Texas Power & Light Company 
(hereinafter referred to as Texas Power) ; 

From the application, and other pertinent material in the records and files 
of the Commission, it appears that: 

(a) Texas Electric is a corporation organized under the laws of the State 
of Texas, having its principal office in Fort Worth, Texas, and engaged in the 
generation, transmission, and sale of electric energy in that State; 

(bo) Texas Electric’s system is variously interconnected with that of Texas 
Power which is in turn interconnected with that of Southwestern Power Ad- 
ministration at the Payne substation of Texas Power located near Sherman, 
Texas (designated as the Payne interconnection) ; 

(c) The use of the Payne interconnection has heretofore been the subject 
of Commission determination and order, under section 202(d) of the Act, Jn 
the Matter of Texas Power & Light Company docket No. IT-5890, supra, p. 615; 

(d) The system operations of Texas Electric and its interconnections with 
Texas Power may result in flows of electric energy across the Oklahoma-Texas 
State line from, into, or in the system of Texas Electric by means of the use 
of the Payne interconnection ; , 

The Commission, upon consideration-of the foregoing, finds that: 

(1) Texas Electric is engaged in the generation, transmission and sale of 
electric energy in the State of Texas, and may not be a public utility within 
the meaning of section 201 of the Act; 

(2) The use of the Payne interconnection, as above described, may result 
in flows of electric energy in interstate commerce from, into, or in the system 
of Texas Electric; 

(3) The use of the Payne interconnection during the present war emer- 
gency, but not beyond six months after the cessation of hostilities, has hereto- 
fore been found desirable in the public interest to aid in the war effort, Jn the 
Matter of Texas Power & Light Company, docket No. IT-5890, and should not 
affect the status of Texas Electric under the Act ; 

(4) The provisions hereinafter specified make it unnecessary to pass upon 
other aspects of the application ; 

Wherefore, the Commission determines and orders that: 

(A) The use of the Payne interconnection within the limitations of the Com- 
mission’s determination and order, In the Matter of Texas Power & Light 
Company, docket No. IT-5890, during the present war emergency, but not be- 
yond six months after the cessation of hostilities, shall not affect the status 
of Texas Electric under the Act; 

(B) This determination and order is expressly limited to the use of the 
Payne interconnection as provided herein, and any and all exemptions 
granted hereby are expressly limited by the conditions that : 

(i) Under no circumstances shall it be assumed or contended by or on behalf 
of Texas Electric that anything done pursuant hereto affects, or shall in any 
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way affect, the determination of the status of Texas Electric under the Act 
by reason of its operations other than the use of such interconnection pursuant 
hereto ; 

(ii) Such exemption shall terminate and cease to have force or effect from 
and after six months following the cessation of present war hostilities, unless 
the Commission shall hereafter extend such exemption by further determina- 
tion and order; 

(C) Texas Electric shall promptly file with the Commission two copies of 
any agreements or contracts involving or affected by the use of the Payne inter- 
connection, which have not heretofore been so filed ; 

(D) The Commission may hereafter, upon its own motion or upon com- 
plaint, make such investigations in this matter as it may deem necessary and 
modify or terminate any or all provisions of this determination and order. 


Determination and order for emergency use of interconnections 
Community Public Service Company 
(Docket No. IT-5894) 
September 12, 1944 


Community Public Service Company (hereinafter referred to as Community) 
filed an application on May 238, 1944, for a determination and order under 
section 202(d) of the Federal Power Act that its status under the Act shall 
not be affected by the use of the Payne interconnection between the systems of 
Southwestern Power Administration and Texas Power & Light Company; 

From the application, and other pertinent material in the records and 
files of the Commission, it appears that: 

(a) Community is a Delaware corporation having its principal office in 
Fort Worth, Texas, and engaged in the generation, transmission, distribution, 
and sale of electric energy in the States of New Mexico, Louisiana, Kentucky, 
and in particular in north, central, and western Texas ; 

(b) Community’s systems are variously interconnected with that of Texas 
Power & Light Company (hereinafter referred to as Texas Power), both directly 
and indirectly through the system of Texas Electric Service Company (herein- 
after referred to as Texas Electric), which is in turn interconnected with that 
of Southwestern Power Administration at the Payne substation of Texas Power 
located near Sherman, Texas (designated as the Payne interconnection) ; 

(c) The use of the Payne interconnection has heretofore been the subject of 
Commission determinations and orders under section 202(d) of the Act, In the 
Matters of Texas Power & Light Company, docket No. IT-5890, supra, p. 615, 
and Texas Electric Service Company, docket No, IT-5892, supra, p. 713; 

(d) The system operations of Community and its interconnections with 
Texas Power, either directly or indirectly through the system of Texas Electric, 
may result in flows of electric energy across the Oklahoma-T'exas State line 
from, into, or in the systems of Community by means of the use of the Payne 
interconnection ; ; 

The Commission, upon consideration of the foregoing, finds that: 

(1) Community owns and operates facilities which may be facilities for the 
transmission and sale at wholesale of electric energy in interstate commerce, 
and may be a public utility within the meaning of section 201 of the Act; 
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(2) The use of the Payne interconnection as above described, may result in 
flows of electric energy in interstate commerce from, into, or in the systems 
of Community ; 

(3) The use of the Payne interconnection during the present war emergency 
but not beyond six months after the cessation of hostilities, has heretefore 
been found desirable in the public interest to aid in the war effort, Jn the 
Matter of Teras Power & Light Company, docket No. IT-5890, and should not 
affect the status of Community under the Act; 

(4) The provisions hereinafter specified make it unnecessary to pass upon 
other aspects of the application; 

Wherefore, the Commission determines and orders that: 

(A) The use of the Payne interconnection within the limitations of the 
Commission’s determinations and orders, In the Matters of Texas Power € 
Light Company, docket No. IT-5890, and Tezras Electric Service Company, 
docket No. IT-5892, during the present war emergency, but not beyond six 
months after the cessation of hostilities, shall not affect the status of Com- 
munity under the Act; 

(B) This determination and order is expressly limited to the use of the 
Payne interconnection as provided herein, and all exemptions granted hereby 
are expressly limited by the conditions that: 

(i) Under no circumstances shall it be assumed or contended by or on behalf 
of Community that anything done pursuant hereto affects, or shall in any way 
affect, the determination of the status of Community under the Act by reason 
of its operations other than the use of such interconnection pursuant hereto; 

(ii) Such exemptions shall terminate and cease to have force or effect from 
and after six months following the cessation of present war hostilities, unless 
the Commission shall hereafter extend such exemptions by further determina- 
tion and order; 

(C) Applicant shall promptly file with the Commission two copies of any 
agreements or contracts involving or affected by the use of the Payne inter- 
connection, which have not heretofore been so filed ; 

(D) The Commission may hereafter, upon its own motion or upon complaint, 
make such investigations in this matter as it may deem necessary and modify 
or terminate any or all provisions of this determination and order. 


Order issuing certificate of public convenience and necessity 
Kansas-Nebraska Natural Gas Company, Inc. 
(Docket No. G-559) 

September 12, 1944 


It appears to the Commission that: 

(a) On July 3, 1944, Kansas-Nebraska Natural Gas Company, Inc. (appli- 
cant) filed an application for a certificate of public convenience and necessity 
pursuant to section 7(c) of the Natural Gas Act, as amended, to authorize the 
construction and operation of approximately 16 miles of 12%-inch O.D. pipe 
line extending in a northerly direction from applicant’s Stockton compressor 
station, Rooks County, Kansas, to replace an equal length of existing 65-inch 
line; 

(b) Pursuant to the Commission’s order dated August 7, 1944, and after 
appropriate notice thereof, a public hearing was held on this matter at Wash- 
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ington, D. C., on August 18, 1944. No protest to the application has been 
received ; 

(c) Applicant is engaged in the transportation and sale of natural gas at 
retail and for resale in Kansas and Nebraska by means of its integrated natural- 
gas pipeline system located in such States ; 

(d@) Applicant now obtains its supply of natural gas from the Otis and 
Hugoton fields in Kansas and by purchase from The Kansas Power and Light 
Company. To offset the rapid depletion of its supply of gas from the Otis 
field, applicant now has under construction facilities to augment its gas de- 
liveries from the Hugoton field, which facilities were authorized by the Com- 
mission on April 15, 1944, in docket No. G-525, supra, p. 572. Applicant’s contract 
with The Kansas Power and Light Company expires April 17, 1946, and appli- 
cant does not contemplate a renewal or extension of such contract; 

(e) The proposed 12%-inch line constitutes an extension of the aforesaid 
facilities now under construction. By replacing the existing 6%-inch line with 
the proposed 12%4-inch line, applicant will be able to transport greater volumes 
of gas north of the Stockton compressor station than can be transported through 
existing facilities, thereby reducing curtailments to applicant’s customers in- 
cluding war industries. Ultimately, applicant proposes to transport additional 
volumes of gas through the proposed line to replace the volumes of gas now 
obtained from The Kansas Power and Light Company under the contract which 
expires April 17, 1946; 

(f) The War Production Board has granted applicant preference ratings 
for the materials required for the construction of the proposed facilities ; 

(g) No increase in applicant’s rates is contemplated by reason of the pro- 
posed construction and operation ; 

(h) Applicant’s gas supply is adequate to furnish the increased deliveries 
proposed to be made through the new facilities ; 

(i) Applicant is financially able to construct and operate the proposed 
facilities ; 

The Commission, having considered the application and the record thereon 
with respect to the matters involved and the issues presented, finds that: 

(1) Applicant, a Kansas corporation having its principal place of business 
in Phillipsburg, Kansas, is a natural-gas company within the meaning of the 
Natural Gas Act, as heretofore found by the Commission in its order entered 
April 6, 1943, in docket No. G—259, 3 F. P. C. 967; 

(2) The facilities described in paragraph (a), above, are proposed to be 
used for the transportation and sale of natural gas, subject to the jurisdiction 
of the Commission, as integral parts of applicant’s existing pipeline system, 
and the proposed construction and operation thereof are subject to the require- 
ments of subsections (c) and (e) of section 7 of the Natural Gas Act, as 
amended ; 

(3) Applicant is* able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas Act 
and the requirements, rules, and regulations of the Commission thereunder; 

(4) The proposed construction and operation of the facilities referred to 
in paragraph (a), above, will be required by the future public convenience and 
necessity, and a certificate therefor should be issued as hereinafter ordered 
and conditioned ; 

The Commission orders that: 

(A) A certificate of public convenience and necessity be and it is hereby 
issued authorizing the proposed construction and operation by the applicant 
of the facilities referred to in paragraph (a), above, and more fully described 
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in the application in this proceeding, for the transportation and sale of natural 
gas therein set forth, subject to the jurisdiction of the Commission, upon the 
terms and conditions of this order ; 

(B) Applicant shall complete the construction of the facilities herein au- 
thorized on or before December 31, 1944; 

(C) Applicant shall report to the Commission in writing under oath the 
date the facilities herein authorized are completed and placed in operation ; 

(D) This certificate shall not be transferable and is without prejudice to 
the authority of this Commission or any other regulatory bedy with respect 
to rates, service, accounts, valuation, estimate or determination of cost, or any 
other matter whatsoever now pending or which may come before this Commis- 
sion or other regulatory body, and nothing herein shall be construed as an 
acquiescence by this Commission in any estimate or determination of cost or 
any valuation of property claimed or asserted ; 

(E) Nothing herein is to be construed as affecting in any manner the deter- 
mination of the service area of applicant under section 7(f) of the Natural 
Gas Act, as amended; 

(F) This certificate, insofar as it relates to the operation of facilities, shall 
be effective as long as applicant continues the operations hereby authorized in 
accordance with the provisions of the Natural Gas Act, as amended, and any 
pertinent rules, regulations, or orders heretofore or hereafter issued by the 
Commission ; 

(G) Appropriate evidence of the issuance of this certificate shall be fur- 
nished to applicant. 


Order issuing certificate of public convenience and necessity 
and authorizing abandonment of facilities 


Southern Natural Gas Company 
(Docket Nos. G-478, G—552) 
September 15, 1944 


It appears to the Commission that: 

(a) On June 10, 1943, Southern Natural Gas Company (applicant) filed an 
application in docket No. G-473, subsequently amended, for a certificate of 
public convenience and necessity pursuant to section 7(c) of the Natural Gas 
Act, as amended, for authority to construct and operate the following-described 
facilities together with other miscellaneous equipment ; 

(i) Approximately 16,874 feet of 12-inch loop line extending southeasterly 
across Perry County, Alabama, parallel to the applicant’s Montgomery branch 
line to the Selma compressor station site; 

(ii) Approximately 27,927 feet of 12-inch loop line extending southeasterly 
and easterly parallel to the Montgomery branch line in Dallas County, Alabama ; 

(iii) Approximately 20,700 feet of 22-inch loop line extending westward 
from the applicant’s Onward compressor station to and beyond Steele Bayou, 
Issaquena County, Mississippi, and three parallel 12-inch lines each approxi- 
mately 438 feet in length across Steele Bayou; 

(iv) Approximately 3,775 feet of 12-inch loop line extending across Shoal 
Creek in Jefferson County, Alabama; 

(v) Approximately 697 feet of 12-inch loop line extending across Valley 
Creek in Jefferson County, Alabama ; 
(vi) Approximately 29,505 feet of 10-inch loop line extending from the 
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applicant’s main line in Fulton County, Georgia, to its North Atlanta meter 
station ; J 

(vii) Approximately 1,450 feet of 10-inch loop line extending from the appli- 
cant’s Macon branch line to the city of Macon in Bibb County, Georgia ; 

(viii) Approximately 26.8 miles of 22-inch loop line extending in an easterly 
direction from applicant’s Pickens, Mississippi, compressor station parallel with 
applicant’s Monroe Field-Atlanta main transmission pipe line ; 

(ix) Approximately 5.4 miles of 20-inch loop line extending from a point 
east of the Newnan, Georgia, branch line to a point west of the Macon, Georgia, 
branch line parallel with applicant’s Monroe Field-Atlanta main transmission 
pipe line; 

(b) On June 1, 1944, applicant filed an application in docket No. G-552 for 
a certificate of public convenience and necessity to authorize the construction 
and operation of the following-described facilities together with other miscel- 
laneous equipment: 

(i) Approximately 5 miles of 4-inch pipe line commencing at a point of 
connection with an existing pipe line belonging to the Tennessee Coal, Iron & 
Railroad Company near its Wenonah sintering plant connecting with appli- 
eant’s pipeline system and extending to the sintering plant of Republic Steel 
Corporation near Spaulding, Jefferson County, Alabama, together with ap- 
propriate metering and pressure regulating equipment for the direct sale of 
natural gas to Republic Steel Corporation ; 

(ii) Seven air-cooled mufflers on seven 1800 horsepower gas compressors at 
applicant’s Perryville, Louisiana, compressor station ; 

(iii) Two gas scrubbers at applicant’s existing dehydration plant at Logans- 
port, Louisiana ; 

(c) On August 12, 1944, applicant filed an amendment to its application in 
docket No. G-552, by which amendment it seeks authority: 

(i) To construct and operate a dehydration plant in the Monroe gas field 
near applicant’s Perryville, Louisiana, compressor station and a new water- 
cooling system at such compressor station ; and 

(ii) To abandon approximately 2.2 miles of 414-inch pipeline, referred to 
as applicant’s Pelham lateral line, extending eastward from applicant’s Calera 
branch line near Bessemer, Alabama ; 

(d) Pursuant to the Commission’s orders of July 22, 1944, and August 18, 
1944, and after appropriate notice thereof, a public hearing was held on these 
matters on August 22, 1944. No protest to the applications, as amended, has 
been received ; 

(e) Applicant is engaged in the transportation and sale of natural gas for 
resale for ultimate public consumption, which natural gas is produced within 
the States of Texas and Louisiana and is transported to points outside of such 
States, by means of applicant’s interconnected pipeline system extending from 
the Logansport gas field in Texas, into and through the States of Louisiana, 
Mississippi and Alabama, to various points in the State of Georgia ; 

(f) Prior to February 7, 1942, applicant incurred obligations and made 
commitments for the construction of, and had actually commenced construc- 
tion on, a very substantial portion (in terms of delivery capacity) of the 
facilities herein sought to be authorized. Such facilities were placed in opera- 
tion shortly after such date; 

(g) All of the aforesaid facilities, with the exception of those referred to in 
paragraph (c) (i), above, have been completed and are in operation ; 

(h) The line described in paragraph (b) (i), above, is required for the de- 
livery of natural gas to a vital war industry. The other facilities described 
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above, which have been constructed or are to be constructed, are required to 
maintain adequate service to applicant’s existing customers ; 

(i) The line referred to in paragraph (¢) (ii), above, which is proposed to 
be abandoned, has not been used for several years and serves no useful purpose 
in its present location ; 

(j) The War Production Board has assigned to the applicant preference 
ratings for the materials required in the construction and operation of the 
aforesaid facilities, with the exception of the water-cooling system referred 
to in paragraph (c) (i), above, and with respect to the latter facilities appli- 
eation has been made to the War Production Board for priorities assistance ; 

(k) No inerease in applicant’s rates is contemplated as a result of the pro- 
posed construction and operation of facilities referred to above; 

(1) Applicant’s gas supply is adequate to furnish the deliveries proposed 
to be made through the aforesaid facilities ; 

(m) Applicant is financially able to construct and operate the proposed new 
facilities referred to in paragraph (c), above: 

The Commission, having considered the application and the record thereon 
with respect to the matters involved and the issues presented, finds that: 

(1) Applicant, a Delaware corporation having its principal place of business 
in Birmingham, Alabama, is a natural-gas company within the meaning of the 
Natural Gas Act, as heretofore found by the Commission in its order entered 
October 6, 1942, in docket No. G-296, 3 F. P. C. 822; 

(2) The facilities to be abandoned were, and those constructed or to be 
constructed are, or will be, used for the transportation in interstate commerce 
of natural gas subject to the jurisdiction of the Commission as integral parts 
of applicant’s existing pipe line system, and the proposed construction, opera- 
tion and abandonment are subject to the requirements of section 7 of the 
Natural Gas Act, as amended ; 

(3) Applicant is able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas Act 
and the requirements, rules, and regulations of the Commission thereunder ; 

(4) The proposed construction and operation are and will be required by the 
present and future public convenience and necessity, and a certificate therefor 
should be granted as hereinafter ordered ; 

(5) The present and future public convenience and necessity permit the 
abandonment of facilities as proposed ; 

The Commission orders that: 

(A) A certificate of public convenience and necessity be and it is hereby 
issued authorizing applicant to operate the facilities referred to in paragraphs 
(a) and (b), above, and to construct and operate the facilities referred to in 
paragraph (c) (i), above, all as more fully described in the amended applica- 
tions in these proceedings, for the transportation and sale of natural gas therein 
set forth, subject to the jurisdiction of the Commission, upon the terms and 
conditions of this order ; 

(B) Applicant be and it is hereby authorized to abandon the facilities re- 
ferred to in paragraph (c) (ii), above, as described in the amended applica- 
tion in docket No. G-552; 

(C) Applicant shall complete the construction of the facilities referred 
to in paragraph (c) (i), above, on or before December 31, 1944; 

(D) Applicant shall report to the Commission in writing, under oath, the 
date the facilities herein authorized are completed and placed in operation, 
and the date the pipe line is abandoned ; 
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(E) This certificate shall not be transferable and is without prejudice 
to the authority of this Commission or any other regulatory body with respect 
to rates, service, accounts, valuation, estimate or determination of cost, or any 
other matter whatsoever now pending or which may come before this Com- 
mission or other regulatory body, and nothing herein shall be construed as an 
acquiescence by this Commission in any estimate or determination of cost or 
any valuation of property claimed or asserted ; 

(F) Nothing herein is to be construed as affecting in any manner the deter- 
mination of the service area of applicant under section 7(f) of the Natural 
Gas Act, as amended; 

(G) This certificate, insofar as it relates to the operation of facilities, shall 
be effective as long as applicant continues the operations hereby authorized in 
accordance with the provisions of the Natural Gas Act, as amended, and any 
pertinent rules, regulations, or orders heretofore or hereafter issued by the 
Commission ; 


(H) Appropriate evidence of the issuance of this certificate shall be fur- 
nished to applicant. 


Order granting permission under balance sheet accounts 
instruction 6-E to amortize charges associated with 
refunded bonds and bonds to be refunded, and permission 
under balance sheet accounts instruction 5-E to charge 
capital surplus with a portion of redemption premiums 
to be paid on preferred stock to be refunded 


Ohio Edison Company 
(Docket No. IT-5912) 
September 15, 1944 


Upon consideration of the application of Ohio Edison Company (hereinafter 
called “applicant’) for permission, under balance sheet accounts instruction 
6-E of the Commission’s Uniform System of Accounts Prescribed for Public 
Utilities and Licensees, to amortize charges associated with refunded bonds 
and bonds to be refunded over a period subsequent to the redemption dates 
of such bonds, and for permission under balance sheet accounts instruction 
5-E to charge capital surplus rather than earned surplus, with a portion of 
redemption premiums on preferred stock to be refunded ; and 

It appearing to the Commission that: 

(a) Applicant is contemplating redemption of $43,962,000 principal amount 
of first mortgage bonds, 4% series of 1935, due 1965, and $8,484,000 principal 
amount of first mortgage bonds, 4% series of 1987, due 1967, and payment of 
premiums on such redemptions amounting to $2,267,520; 

(b) Proceeds for redemption of applicant’s first mortgage bonds are to be 
obtained by issuing, (1) $30,962,000 principal amount of first mortgage bonds 
bearing interest not to exceed 314% per annum, maturing in not less than 30 
years, and expected to be sold at a price yielding 101, but in any event not less 
favorable than a 34% basis, (2) by borrowing $10,000,000 from banks on in- 
stallment notes bearing interest at 24.% per annum and repayable in 16 equal 
semi-annual installments, and (3) by using other cash of $13,441,900; 

(c) Applicant is also contemplating redemption of preferred stock, $5 series, 
of $136,700 stated value, and preferred stock, $6 series, of $19,785,500 stated 
value, on which redemption premiums of $1,982,685 will be paid, (1) by issuing 
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180,000 shares of new preferred stock, par value $100 per share, having a divi- 
dend rate not exceeding 444%, to be sold at.a price not less favorable than $100 
per share, and (2) by using $3,877,885 of other cash; 

(d) Charges associated with bonds previously refunded and bonds to be 
refunded and disposition thereof propesed by the applicant are as follows: 


Charges: Amount 
Relating to previously refunded bonds: 
Unamortized discount and expense on bonds redeemed in 1935, 
1936, and 1987 (as of May 31, 1944) ___- Sea 
Unamortized redemption premium on bonds redeemed in 1937 
CA a 894,233.23 


$2,092,216.69 





Rotel ccc pit Alda elles 2,986,449.92 
Relating to bonds presently to be refunded: 

Unamortized discount and expense (as of May 31, 1944) ___- 867,698.58 

Redemption premiums to be incurred ~__.---~- = Siete 2,267,520.00 

soa cgmaerrgpeccncerpeercg oer eedeencgn nade ntee teeter aatectea 7 

CE Cr Se CS We ans eee ere eerneensrae aera 6,121,668.50 


Proposed disposition: 
Charge earned surplus—Unamortized redemption premium on 


UNC UU IS TUN ns ch cre ect soe — 894,233.23 
Charge income in year of refunding—Estimated tax saving 

from refunding transactions ~...........-._....._.____._._... 2,680,611.89 

Te es siiceciicinscviecasccittescileichctiai antral ies de catia aaa 3,574,845.12 
Remainder, for aniortization to income in 8 annual amounts 

OG; SE I Shore cee tute bate tata he lia cmntiattininiidiaaes 2,546,823.38 


(e) Applicant propesee to dispose of the redemption premiums of $1,982,685 
by charging $1,265,907.25 to capital surplus and $716,777.75 to earned surplus. 
Applicant’s capital surplus before charging $1,265,907.25 thereto will be $11,- 
432,452.39, of which $5,517,600 represents in effect a transfer from earned sur- 
plus in connection with a tax saving realized by the company in 1943. In- 
cluded in capital surplus also is $5,782,428.39 arising from contributions by 
The Commonwealth & Southern Corporation to the applicant ; 

(f) Capital stock expense of $97,402.58 relating to the preferred stock to be 
refunded is to be charged to earned surplus; 

(g) Paragraph E of balance sheet accounts instruction 6 of the Commission's 
Uniform System of Accounts provides that charges associated with refunded 
bonds shall be disposed of at the time of the refunding by a charge or credit, 
as the case may be, to earned surplus, provided, however, that if the utility 
desires to amortize any of the charges over a period subsequent to the date 
of redemption, the permission of the Commission must be obtained ; 

(h) Paragraph E of balance sheet accounts instruction 5 of the Commission’s 
Uniform System of Accounts provides: 

“When capital stock which has been actually issued by the utility is reacquired 
or retired, the difference between the amount paid therefor upon reacquirement 
by the utility and the par value (amount at which included in Account 200, 
Common Capital Stock, or Account 201, Preferred Capital Stock, in the case 
of stock without par value) plus the premium or less the discount and expense 
originally entered in respect thereto and not charged off, shall be debited or 
credited, as the case may be, to Account 270, Capital Surplus; provided, how- 
ever, that debits shall be charged to Account 414, Miscellaneous Debits to Sur- 
plus, if the amounts thereof exceed the balance in Capital Surplus; and pro- 
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vided further, that in no event shall debits in excess of accumulated credits 
from the retirement of stock be charged to Capital Surplus.” 

The Commission finds that: 

(1) Applicant owns and operates facilities for the transmission and sale 
at wholesale of electric energy in interstate commerce and, by reason of its 
ownership and operation of such facilities, is a public utility within the mean- 
ing of that term as used in the Federal Power Act; 

(2) Good and sufficient cause has been shown why permission of the Com- 
mission should be granted for exemption from the provisions of balance sheet 
accounts instruction 6-E of the Uniform System of Accounts with respect to 
charges associated with bonds refunded and bonds to be refunded and to 
charge $1,265,907.25 of the $1,982,685 redemption premiums on preferred stock 
to capital surplus as described in paragraph (e) hereof; 

The Commission orders that: 

(A) Permission is hereby granted applicant to dispose of unamortized debt 
discount and expense and redemption premiums of $6,121,668.50 as set forth 
in paragraph (d) hereof, by charging $894,233.23 to earned surplus, by charging 
Account 531, amortization of debt discount and expense, with $2,680,611.89, 
representing estimated tax saving on the bond refunding transactions; and by 
amortizing the amount of $2,546,823.38 in 8 equal annual amounts of $318,- 
352.93 to Account 531; provided, however, that the applicant may accelerate 
amortization of the $2,546,823.38 if it shall desire to do so; 

(B) Permission is hereby granted applicant to dispose of call premiums of 
$1,982,685 by charging $1,265,907.25 to capital surplus and $716,777.75 to 
earned surplus; 

(C) The permission granted herein is for accounting purposes only and shall 
not be construed as a finding with respect to the reasonableness of such amorti- 
zation charges, should such an issue arise in any proceedings affecting the 
rates, charges, practices, rules, regulations or tariffs of applicant. 


Reference to Attorney General for suit to revoke license 
and to collect delinquent annual charges 


Unity Gold Production Company 
(Project No. 386) 
September 19, 1944 


The Commission having under consideration the license for project No. 886, 
which was originally issued September 22, 1923, to Unity Gold Mines Company 
for a period of 25 years and transferred, effective as of October 16, 1983, to 
Unity Gold Production Company, the present licensee, and it appearing that: 

(a) The licensee is delinquent in not having paid the annual charges of 
$186.50 provided in the license for the period from January 1, 1942, to De- 
cember 31, 1942, and the annual charges of $186.50 for the period from January 
1, 1943, to December 31, 1948; 

(b) By reason of such delinquency in payment, the licensee is subject to 
penalties on such annual charges, as provided in section 17(b) of the Federal 
Power Act; 

(c) Notice of the amount of annual charges due for the aforesaid periods 
was sent to the licensee and notice of the delinquency for such periods has 
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been brought to the attention of the licensee, and full opportunity given to 
explain reasons for such delinquency ; and -: 

The Commission finds that: 

The annual charges for the period from January 1, 1942, to December 31, 
1942, were due and payable on or before January 31, 1943, and the licensee 
became delinquent in respect to such charges on February 1, 1943, and the 
annual charges for the period from January 1, 1943, to December 31, 1943, 
were due and payable on or before January 31, 1944, and the licensee became 
delinquent in respect to such charges on February 1, 1944; 

It is ordered that: 

(A) A penalty of five per centum for the first month the amount of the 
annual charges for the aforesaid period was delinquent and three per centum 
for each subsequent month until the full amount of such charges and penalty 
is satisfied, in accordance with law, be and hereby is assessed against said 
licensee ; 

(B) Said delinquency be referred to the Attorney General for the institution 
of proceedings for revocation of the license and for collection of annual charges 
and penalties to the date of judgment; and for such other equitable relief as 
the case may demand, in conformity with the Federal Power Act. 


Order requiring submission of data 
Union Electric Company of. Missouri 
(Project No. 459) 
September 21, 1944 


Upon consideration of the entire Commission file for Bagnell hydroelectric 
project No. 459, and the matter of the effect of floods in the Osage River 
valley and in the Missouri River valley below the mouth of the Osage River as 
related to operation of the Bagnell project owned by the Union Electric Com- 
pany of Missouri (licensee) and operated under license from this Commission 
issued on February 25, 1926, as amended ; and 

It appearing that: 

-(a) Article 17 of the license for this project provides: 

“The operations of the Licensee, so far as they affect the use, storage and 
discharge from storage of the water of the Osage River, shall at all times be 
controlled by such reasonable rules and regulations as the Secretary of War 
may prescribe in the interest of navigation and as the Federal Power Com- 
mission may prescribe in the interest of flood control and of the fullest prac- 
ticable utilization of the waters of said river for power purposes.” 

(b) Section 10(c) of the Federal Water Power Act approved June 10, 1920, 
as amended, under which the license for this project was issued, requires that 
the licensee shall conform to such rules and regulations as the Commission may 
from time to time prescribe for the protection of life, health, and property, a 
statutory provision which was carried over in Part I of the Federal Power 
Act, approved August 26, 1935 ; 

(c) There have been recurring floods in the Osage River Valley and in the 
Missouri River valley below the mouth of the Osage River which have caused 
considerable damage from time to time and there is lacking, before this Com- 
mission, full and complete information concerning the effect of the Bagnell 
project on such floods ; 

The Commission finds that: 
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In‘carrying out the provisions of the Federal Power Act it is necessary and 
desirable in the public interest to take the action hereinafter provided ; 

It is ordered that: 

The licensee shall, on or before November 25, 1944, submit to the Commission 
under oath and in writing comprehensive statements, supporting data and 
factual material respecting the following matters: 

(1) Whether or not the licensee’s operation of the Bagnell project No. 45 
in the past has affected floods in the Osage River valley and if so, whether 
such effect at any time has been to increase floods beyond what they would 
have been if the project had not been in existence, or to reduce floods; 

(2) What steps have been taken, if any, and what rules of operation have 
been adopted, if any, by the licensee in the interest of flood control, including 
the forecasting of volume and characteristics of floods, the installation of ad- 
ditional gages, operation of spillway gates, maintenance of pool levels, acquisi- 
tion of flowage rights or lands for flood control storage’in the reservoir of the 
Bagnell project ; and what modifications of such steps or rules of operation are 
in contemplation at the present time ; 

(3) Whether storage could be reserved for floods by reservation of space 
in the reservoir of the Bagnell project between elevations 660 and 670 feet at 
the dam, including in such consideration a discussion of the ability of the 
project dam and other structures to withstand such operation with safety; 
the adequacy of the spillway; the nature and estimated cost of any additions 
to project structures necessary for such operation; the acreage and estimated 
cost of any additional flowage rights or land acquisition necessary for such 
operation, including the backwater effect; and the estimated increase or de- 
crease in the value of both power capacity and annual energy output (sepa- 
rately stated) resulting from such operation ; 

(4) Estimates of the loss in both power capacity and annual energy output 
(separately stated) if the maximum power pool of the Bagnell project should 
be required to be held at elevations at the dam of not higher than 658, 656, 
654, 652, 650, and 648 feet, respectively, reserving storage capacities above 
these elevations for use to prevent the aggravation of floods, basing such es- 
timates on (a) average annual stream flow, (b) year of minimum stream flow, 
and (c) such other basis as may be deemed appropriate. 


Order modifying prior order and disposing of applications 
for rehearing and for modification of such order 


Union Electric Company of Missouri 
(Docket No. IT-5857) 
September 22, 1944 


Upon consideration of the applications filed on August 24, 1944, by Union 
Electric Company of Missouri for rehearing and for modification of the Com- 
mission’s order of July 24, 1944, supra, p. 655, in the above matter; and 

It appearing to the Commission that: 

(1) By the order of July 24, 1944, the Commission authorized and approved 
the merger of facilities upon conditions found necessary to make such merger 
consistent with the public interest under section 203(a) of the Federal Power 
Act; 

(2) The applications for rehearing and for modification of the order of 
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July 24, 1944, advance substantially the same contentions heretofore considered 
by the Commission but certain clarifications appear to be desirable; 

The Commission orders that: , 

(A) Paragraph (B) of the order of July 24, 1944, be and the same is hereby 
amended to read as follows: 

(B) Applicant shall charge to earned surplus the excess of the purchase 
price over the estimated original cost of the electric properties to be acquired 
after deducting the applicable reserves for depreciation on the books of Laclede 
and the Gas Company from the estimated original cost. The estimated amount 
of such excess, $892,493.75, shall be so charged at the time of consummation of 
the purchase. Any additional excess shall be charged to earned surplus, upon 
final determination of the amount thereof, by further order of the Commission 
after notice and opportunity for hearing; 

(B) Paragraph (C) of the order of July 24, 1944, be and the same is hereby 
amended to read as follows: 

(C) With respect to those costs (estimated at $1,233,239) which will be 
incurred by reason of the purchase of facilities which are retired within ten 
years after the consummation of the transaction and are unnecessary to the 
maintenance of adequate service by the combined facilities, charges shall be 
made directly to earned surplus, at the time of the retirement of such facilities, 
for the difference between the original cost less net salvage and the deprecia- 
tion reserve estimated to have been accrued in respect to the property retired ; 
provided, that the applicant within sixty days after the close of each calendar 
year shall file a statement of the retirements made during that year, the esti- 
mated original cost thereof, the net salvage, the depreciation reserve applicable 
thereto, and the net retirement loss; and provided further, that the amount 
to be charged to earned surplus in accordance with this paragraph by reason 
of such retirements shall be determined by order of the Commission after 
notice and opportunity for hearing. In the event such charges to earned, sur- 
plus are hereafter shown to be unduly burdensome, then such retirements shall 
be charged in such manner as the Commission shall approve or direct ; 

(C) Paragraph (E) of the order of July 24, 1944, be and the same is hereby 
amended to read as follows: 

(E) Applicant shall report with reference to the merger of facilities hereby 
authorized within ten days after the consummation thereof as required by the 
Commission’s Rules of Practice and Regulations; and shall file accounting 
entries within six months from the date of consummation of the proposed 
merger as required by the provisions of the Uniform System of Accounts; 

(D) In all other respects; the applications for rehearing and for modifica- 
tion of the order of July 24, 1944, be and the same are hereby denied; 

(E) The period of authorization specified in paragraph (D) of the order 
of July 24, 1944, be and the same is hereby extended to November 21, 1944. 


Order instituting investigation 
Natural Gas Investigation 
(Docket No. G-—580) 
September 22, 1944 


It appearing to the Commission that: 
(1) There are many complex and difficult problems related to the conserva- 
tion and utilization of natural gas which numerous parties appearing before 
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the Commission have urged should be considered in a proper discharge of the 
Commission’s duties and responsibilities under the Natural Gas Act; 

(2) The Commission in its 1940 annual report to Congress directed attention 
to certain of these problems and suggested the necessity for further investiga- 
tion and additional legislation ; 

(3) Following submission of the above report and extensive hearings with 
respect to H. R. 5249, a bill to amend section 7 of the Natural Gas Act, the 
Committee on Interstate and Foreign Commerce of the House of Representa- 
tives reported the bill favorably. In its report (H. Rep. No. 1290, 77th Cong., 
ist sess., p. 3) the Committee pointed out that by these amendments to the 
Act “the door is opened to the consideration by the Commission of the effect 
of construction and extensions upon the interests of producers of competing 
fuels and competitive transportation interests.” In so doing, the Committee 
deleted certain provisions of the proposed bill with the statement that “the in- 
creasingly important problems raised by the desire of several States to regu- 
late the use of natural gas produced therein in the interest of consumers 
within such States, as against the Federal power to regulate interstate com- 
merce in the interest of both interstate and intrastate consumers, are deemed 
by the committee to warrant further intensive study and probably a more de- 
tailed and comprehensive plan for the handling thereof than that which would 
have been provided by the stricken subsection” ; 

(4) On February 7, 1942, the amendments to section 7 of the Natural Gas 
Act became effective and, as the Supreme Court of the United States held in 
Federal Power Commission, et al. v. Hope Natural Gas Company, 320 U. S. 
591, 612, (1944), “considerations of. conservation are material to the issuance 
of certificates of public convenience and necessity,” under that section, as 
amended ; 

(5) Governors, regulatory commissions, and officials of certain gas-producing 
States have intervened in proceedings before the Commission and have ad- 
vanced various contentions with respect to the exportation of natural gas from 
such States for consumption in areas where other energy resources are avail- 
able, divergent views being expressed by the representatives of such States ; 

(6) Representatives of coal, railroad, labor, and other interests concerned 
with the production or transportation of competing fuels have intervened in 
proceedings held by the Commission under section 7, as amended, and have 
presented evidence on the economic, sociological, and technological aspects of 
fuel competition, and have strongly urged the Commission either to deny re 
quested certificates of public convenience and necessity or to attach restric- 
tions which would substantially limit the uses for which natural gas might 
be sold; 

(7) Representatives of natural-gas companies in such proceedings have em- 
phasized the amount of the investments heretofore made to supply markets 
which include domestic, commercial, industrial, and other uses of natural gas, 
and have contended that curtailment of the loads to industrial customers 
would substantially impair their ability to render adequate service to other 
consumers at reasonable rates. They have contended also that new or addi- 
tional sources of supply are necessary to maintain adequate service in areas 
whose original source of supply has been or is being exhausted but where 
large investments in pipe lines and distribution facilities have been made; ~\ 

(8) Proceedings before the Commission have been shown that is is prin- 
cipally in the field of direct industrial sales from interstate pipe lines that 
natural gas comes into direct competition with other fuels, the rates at which 
such sales are made not being subject to regulation under the Natural Gas Act; 
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(9) Proceedings before the Commission have disclosed that in the industrial 
areas of the United States large investmenfs have been made in plant facilities 
designed for the utilization of natural gas in industrial processes, and that 
the conversion of such facilities, or the installation of new facilities, to utilize 
fuels other than natural gas will require large expenditures of money, time, 
and materials, and may effect substantial changes in the method of operation, 
cost of production, and end products of many industrial establishments; 

(10) The Commission, in discharging its duties and responsibilities under 
the Act, has obtained extensive data and information with respect to various 
aspects of the problems involved in the conservation and utilization of natural 
gas, but such data and information are not sufficiently complete for adequate 
consideration of such problems ; 

The Commission finds that: 

To aid in carrying out its authority and responsibilities under the Natural 
Gas Act, particularly sections 7, 11 and 14 thereof, including the prescribing 
of rules and regulations thereunder, and to obtain information to serve as a 
basis for determining whether further legislation should be recommended to 
Congress, it is appropriate in the public interest that an investigation be in- 
stituted with respect to matters invelved in the conservation and utilization 
of natural gas as hereinafter provided ; 

The Commission orders that: 

(A) An investigation be and hereby is instituted into the extent and prob- 
able life of natural gas reserves; present and prospective measures for pre- 
venting waste and prolonging the life of such reserves; the present and prob- 
able future utilization of natural gas for domestic, commercial and industrial 
purposes; the extent, character and results of the competition of natural gas 
with other fuels; and such related matters as may be helpful in the adminis- 
tration of the Natural Gas Act or in determining what additional legislation, 
if any, should be recommended ; 

(B) The procedure to be followed in said investigation and the date and 
location of hearings shall be prescribed by subsequent order or orders of the 
Commission ; 

(C) A copy of this order be published in the Federal Register and sent to 
the Governors and regulatory and conservation commissions of each of the 
States, the Interstate Oil Compact Commission, each natural gas company, the 
coal, railroad and labor organizations, and other interested parties, and such 
persons be invited to file with the Commission, on or before October 31, 1944, 
statements of their views and suggestions concerning the matters to be covered 
in this investigation and the procedure which should be followed. 


Order denying permission to defer the write-off of redemption 
premiums and capital stock e.cpense associated with 
preferred stock to be refunded 


Southwestern Public Service Company. 
(Docket No. IT-5902) 
September 27, 1944 


Upon consideration of the application of Southwestern Public Service Com- 
pany (hereinafter referred to as “applicant’’), filed June 23, 1944, and supple- 
mented on August 23, 1944, for permission to amortize over a three-year period 


679357—_46—49 
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redemption premiums and capital stock expense on preferred stock expected 
to be refunded ; and 

It appearing to the Commission that: 

(a) Applicant is contemplating the refunding of its presently outstanding 
644% cumulative preferred stock of $5,831,100, consisting of 58,311 shares, 
having a par value of $100 per share, by issuance of new preferred stock, of 
which the dividend rate, total amount, and other terms have not yet been 
definitely determined ; 

(b) Applicant expects that 70% of the present preferred stock will be ex- 
changed, share for share, for the new preferred stock and that the unexchanged 
30% will be purchased at a redemption premium of $10 per share, or a total 
of $174,933 ; 

(c) Capital stock expense presently carried on the books of the applicant 
with respect to the preferred stock to be redeemed amount to $77,014.39. This 
amount plus the estimated redemption premium of $174,933 comprise the total 
of $251,947.39 which applicant seeks to dispose of by charges to earned surplus 
in three equal annual amounts, rather than by an immediate charge to earned 
surplus at the time of refunding as required by balance sheet accounts in- 
struction 5-E of the Commission’s Uniform System of Accounts Prescribed for 
Public Utilities and Licensees ; 

The Commission finds that: 

(1) Applicant owns and operates facilities for the transmission and sale 
at wholesale of electric energy in interstate commerce and, by reason of its 
ownership and operation of such facilities, is a public utility within the mean- 
ing of that term as used in the Federal Power Act; 

(2) No good and sufficient cause has been shown why the requirements of 
balance sheet accounts instruction 5-E should be relaxed ; 

The Commission orders that: 

The application to dispose of capital stock expense and contemplated re- 
demption premium on preferred stock to be refunded, in the estimated amount 
of $251,947.39, other than by charge to Account 414, miscellaneous debits to 
surplus, as required by balance sheet accounts instruction 5—-E, be and it is 
hereby denied. 

Commissioner DRAPER dissenting. 


Supplemental order to show cause 
Arkansas Power & Light Company 
(Docket No. IT-5829) 
September 27, 1944 


It appearing to the Commission that: 

(a) On June 15, 1943, 3 F. P. C. 1018, this Commission issued an order 
requiring Arkansas Power & Light Company (“company”) to show cause in 
writing, under oath, if any there be, why the company should not be required 
to classify $16,610,196.85 in Account 107, electric plant adjustments; $1,108,- 
440.24 in Account 100.5, electric plant acquisition adjustments; $45,551,920 in 
Account 100.6, electric plant in process of reclassification; $2,293,567.58 in 
various plant in process of reclassification accounts within Account 108, other 
utility plant; dispose of $2,402,515.42 in Account 107 in the manner described 
in paragraph (1) of the order of June 15, 1943; submit plans for the disposition 
of the remainder of $14,207,681.48 in Account 107 and of the $1,108,440.24 in 
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Account 100.5 and prepare and submit to the Commission revised classification 
and original cost studies respecting the amounts established in Account 100.6 
and the various plant in process of reclassification accounts within Account 108; 

(b) On September 18, 1943, the company filed its response in which, in effect, 
it proposed to classify $7,791,086.11 of its electric plant at December 31, 1936, 
in Account 107 and $10,429,819.21 in Account 100.5 and plant acquisition ad- 
justments accounts within Account 108; 

(ec) Thereafter conferences were held between representatives of the com- 
pany, the staff of this Commission and the staff of the Department of Public 
Utilities of Arkansas, but said conferences failed to produce complete agree- 
ment on the issues; 

(d@) On January 13, 1944, the Commission set the issues raised by the order 
of June 15, 1943, and the company’s response thereto, for public hearing on 
February 16, 1944; 

(e) The hearing was postponed from time to time, in order not to interfere 
with a rate proceeding being conducted by the Arkansas Department of Public 
Utilities involving the rates of the company, and on May 13, 1944, the Com- 
mission entered an order postponing the hearing “pending further order of the 
Commission” ; 

(f) The staff of the Commission in the meantime has been engaged in making 
further studies of the company’s response and of other data furnished the staff 
by the company, such other data being in the nature of an amendment to the F 
company’s response which have not been formally filed with the Commission 
by the company ; 

(g) As a result of the additional studies, the staff of this Commission has 
submitted a supplemental report on the reclassification and original cost studies 
of electric plant of the company, which report is to be served herewith upon 
the company and is made a part hereof by reference ; 

(hk) In the supplemental report the staff recommends that the company be 
required to classify $11,881,199.23 in Account 107, electric plant adjustments, 
and $9,293,057.46 in Account 108.15, common utility plant acquisition adjust- 
ments, all as more fully set forth at pp. 4 to 16 of the supplemental report ;’ 

(i) The staff also recommends in the supplemental report that the company 
be required to dispose of the $11,881,199.23 recommended for classification in 
Account 107 as follows: 


To Account 140, unamortized debt discount and expense, and Ac- 

count 271, earned surplus, in appropriate amounts, represent- 

ing unamortized debt discount and expense incurred in connec- 

tion with the issuance as of October 1, 1926, of first and refund- 

ing bonds, 5% series, due 1956, in the principal amount of 

SERCO RNO Ubi as oi ee ee a de $1,497,546.00 
To Account 150, capital stock discount, representing discount on 

capital’ etewlt oii Si ed aa nbd 75,814.12 
To Account 151, capital stock expense, representing expenses as- 

sociated with the issuance of capital stock _...........-__-__- 254,442.06 
To Account 146, other deferred debits, and Account 271, earned 

surplus, in appropriate amounts, representing deferred fran- 

chise expenses erroneously capitalized as cost of plant ________ 36,960.00 


1 Account 108.15, common utility plant acquisition adjustments, a sub-account of Ac- 
count 108, other utility plant, is used for the purpose of identifying plant acquisition 
adjustments arising through acquisitions of properties of more than one utility de 
partment. : 
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To Account 250, reserve for depreciation of electric plant, repre- 

senting unrecorded retirements ~_____---___-------___------_- 874,964.04 
To Account 271, earned surplus, or Account 270, capital surplus, if 

properly created for that purpose, representing write-ups and 


other erroneous charges in the company’s plant account __-_---. 9,141,473.01 


ee ke et Se a le ae 11,881,199.23 


(j) In its supplemental report the staff recommends that the company be 
required to submit a plan for the disposition of the $9,293,057.46, to be clas- 
sified in Account 108.15; 

The Commission orders that: 

(A) At the public hearing to be held in the above-entitled matter, which hear- 
ing has been indefinitely postponed, the issues to be determined shall be those 
raised by the Commission’s order of June 15, 1948, as supplemented by this 
order, and the company’s response to the order of June 15, 1943; 

(B) The company shall file a response, under oath, within sixty days after 
the date of this order, to the recommendations contained in the supplemental 
report herewith to be served upon the company, including a plan for disposi- 
tion of amounts in the adjustment accounts. In such response the company 
shall set forth any amounts disposed of since December 31, 1936, which are 

_ recommended for classification by the staff in Accounts 107 and 108.15 to- 
gether with the manner in which such disposition was effected ; 

(C) The Secretary serve upon the company a copy of the supplemental re- 
port herein referred to concurrently with the service on the company of this 
order. 


Order determining actual legitimate original cost and 
prescribing accounting therefor 


Minnesota Power & Light Company 
(Project No. 469) 
October 3, 1944 


The Commission, having under consideration the determination of the actual 
legitimate original cost of the initial project, as of July 31, 1924, of Winton 
project No. 469, Minnesota Power & Light Company, licensee; and 

It appearing to the Commission, after consideration of the formal acceptance 
executed by the licensee under date of September 6, 1944, that: 

(a) The licensee in its original and supplemental claims filed with the Com- 
mission claimed an aggregate of $1,421,063 as the actual legitimate original cost 
of this project as of July 31, 1924; 

(bd) Of the total of $80,925.94 claimed for interest during construction, $15,- 
525.10 thereof was not recorded in its books of account; 

(c) The credit for value of power produced during construction in the sum 
of $5,653.94 was not recorded in its books of account ; 

The Commission finds and determines that: 

(1) The sum of $1,895,155.80 under the heading “Allowed” in the tabular 
statement and acceptance executed by the licensee September 6, 1944, is the 
actual legitimate original cost of this project as of July 31, 1924; 

(2) The amounts aggregating $25,907.20 under the heading “Disallowed” in 
the said tabular'statement and acceptance do not constitute part of the actual 
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legitimate original cost of this project, as of July 31, 1924, and said amounts 
aggregating $25,907.20 are disallowed: 

(3) Of the amount of $25,907.20 disallowed as project costs, the sum of 
$370.40, representing duplicate billing by Electric Bond and Share Company, 
was charged to that company by licensee in August 1924; that items aggregat- 
ing $7,021.87, representing the cost of one 44 kv transformer, purchased for this 
project but installed in licensee’s Virginia Substation in 1927 was recorded in 
licensee’s nonproject plant account concurrently with said installation and that 
items aggregating $6,287.59, representing claimed interest in the amount of 
$9,587.12 less $3,349.53 credit for pewer generated during construction were 
not recorded in licensee’s books of account, thereby leaving the sum of $12,- 
277.34 for disposition herein ; 

The Commission orders that: 

(A) The licensee establish and maintain control accounts with reference to 
this project showing a total debit balance in its plant accounts of $1,395,155.80 
as the actual legitimate original cost of this project as of July 31, 1924; 

(B) The licensee establish and maintain subsidiary accounts showing and 
substantiating all entries in such control accounts and classifying the total 
for the plant in appropriate detail and in accordance with the provisions of 
the Commission’s Uniform System of Accounts Preseribed for Public Utilities 
and Licensees, effective January 1, 1937; 

(C) The licensee remove from project plant accounts and transfer to Account 
100.1, electric plant in service (non-project), items and amounts aggregating 
$315.31; 

(D) The licensee remove from project plant accounts and transfer to Ac- 
count 110, other physical property, items and amounts aggregating $491.25; 

(E) The licensee remove from project plant accounts and charge to Account 
271, earned surplus, items and amounts aggregating $11,470.78; 

(F) Within ninety (90) days of service of this order, the licensee comply 
therewith and execute and submit to this Commission FPC Form No. 7 (old 
FPC Form No. 76) showing such compliance and including therein a detailed 
schedule showing the basis and method of distributing to prescribed plant ac- 
counts and indirect and overhead cost aggregating $235,081.95, such charges 
consisting of items and amounts in the column designated “Allowed” under 
Accounts 390 to 395, both inclusive, in the tabular statement and acceptance 
executed by the licensee under date of September 6, 1944. 


Order dismissing petition for inclusion in license of 
formula for computing gross earnings of project 


Electro Metallurgical Company 
(Project No. 1856) 
October 3, 1944 


Upon consideration of the petition filed August 31, 1944, by Electro Metal- 
lurgical Company for inclusion in the license to be issued to it for maintenance 
and operation of the Hawks Nest project on the New River in West Virginia, 
project No. 1856, of a formula for computing gross earnings of said project ; 
and 

It appearing to the Commission that: 

(a) A license instrument in standard form and substantially similar. to 
licenses issued to other parties in like circumstances was tendered to the ap- 
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plicant under date of May 6, 1944, for acceptance within 60 days after receipt 
thereof ; 

(b) By letter dated June 20, 1944, the company requested an extension of 
the time for acceptance of the license in order to prepare and submit for in- 
corporation in the license a formula for computation of earnings under section 
10(d) of the Federal Power Act and Article 19 of the proposed license; 

(c) By order of July 13, 1944, the Commission found that neither section 
10(d) of the Act nor Article 19 of the license requires adoption at this time 
of such a formula and that such a formula should have general application 
to all licensees in the same class of the applicant, and the Commission denied 
the requested extension of time for acceptance of the license ; 

The Commission finds that: 

No good reason has been shown to exist for granting applicant’s petition 
at this time; 

The Commission orders that: 

(A) The petition filed August 31, 1944, for inclusion of a formula for com- 
puting gross earnings of the Hawks Nest project No. 1856, be and it is hereby 
dismissed ; 

(B) The applicant shall return the tendered license instruments, properly 
accepted, within ten days from the date of the receipt of a copy of this order. 


Order denying petition for modification of proposed license 
and extending time for acceptance 


City of Tacoma, Washington 
(Project No. 1862) 
October 8, 1944 


Upon petition filed August 17, 1944, by City of Tacoma, Washington, for 
modification of the proposed license for project No. 1862, located on the Nis- 
qually River in the Snoqualmie National Forest, Washington ; and 

It appearing that: 

(a) The proposed project will consist of two hydroelectric developments: 

(i) The upstream development, consisting of a concrete arch dam, to be 
known as the Alder Dam, about 300 feet high, a storage reservoir of about 
147,000 acre-feet usable capacity, a power house at the foot of the dam having 
installed capacity of 69,000 horsepower operating under a gross head of about 
265 feet, a switchyard and a 110,000-volt transmission line about 3 miles long 
extending to a switchyard at La Grande; 

(ii) The downstream development, consisting of a concrete gravity diversion 
dam, designated as La Grande Dam, about 200 feet high, a regulating reservoir 
of about 10,000 acre-feet capacity, a concrete-lined tunnel 1414 feet in diameter 
and about 6,500 feet long, a surge tank, steel penstocks, a power house with 
the existing 32,000 horsepower generators plus new generators having 55,000 
horsepower capacity, making a total capacity for the plant of 87,000 horse- 
power, operating under a gross head of 420 feet, a switchyard, and a 110,000- 
volt transmission line about 34 miles long to the Tideflats substation at Tacoma; 

(bo) The City claims that the old 32,000 horsepower units in the original 
La Grande plant should be excluded from the license because the La Grande 
plant has been operated since 1912 without any Federal license and it should 
not be brought under license at this time; that no change in the construction 
and operation of the units of that plant will be made except to supply such 
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units from the new project tunnel and not from the old tunnel and forebay 
formerly used, a change which is necessary by reason of the construction of 
the storage dam for the new project at a point below the tunnel intake serving 
the lower plant; 

(c) In its application for license the City stated: 

“The old generating units will be connected to the new tunnel and the present 
gravity grade-tunnel, forebay and penstocks will be ultimately abandoned as 
being inadequate in capacity and incapable of being utilized in the new system.” 

(d) In order to obtain a closely integrated, efficient project making full 
use of the water resources available, the City proposed and the Commission 
authorized contruction of the upper and lower developments as a complete 
unit of improvement and development in which the old generating units use 
the storage available in the enlarged project, and receive the water through 
the intake, tunnels and other structures used also by the new units, the old 
units thus being inseparable from the project; in addition to which the old 
generating units have added value because of their increased capacity and 
energy output resulting from storage in the Alder reservoir, their dependable 
capacity being increased by about 10,000 kilowatts and their energy output 
by approximately 63,000,000 kilowatt-hours a year; 

Upon the record before it, the Commission finds that: 

(1) Under the plan of construction approyed by the Commission, the entire 
La Grande development, with the old and the new units, is an integral part 
of the enlarged, comprehensive development of this section of the Nisqually 
River, and the old units are an essential part of the project ; 

(2) Operation of project No. 1862 without the old generating units would 
not make the fullest possible use of the water resources available, and would 
not be desirable; 

(3) The petition for modification of the license should be denied, but the 
applicant should be given a reasonable time within which to return the license 
instrument properly accepted ; 

It is ordered that: 

(A) The petition for modification of the proposed license for project No. 
1862 be and it is hereby denied ; 

(B) The time for acceptance of the license for project No. 1862 be and it is 
hereby extended to October 31, 1944, by which date the applicant shall return 
the license instrument properly accepted as required in the Commission’s rules; 

(C) The license shall be effective as of January 1, 1944. 


Order approving relocation of portion of project 
transmission line 


The Niagara Falls Power Company 
(Project No. 16) 
October 3, 1944 


Upon application filed September 14, 1944, by the Niagara Falls Power Com- 
pany, licensee, for permission to relocate a portion of the Grand Island trans- 
mission line and to sell about eight-tenths of an acre of land now within the 
project area of project No. 16 on which such portion is located; and 

It appearing that: 

(a) The portion of the line which the licensee seeks to relocate extends 
about 800 feet across the licensee’s land designated as “Parcel 3” on a right-of- 
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way 44 feet wide. The licensee has a purchaser for Parcel 3 provided the 
transmission line is removed and the right-of-way released ; 

(b) The licensee proposes to relocate part of the line outside of and along 
the south and east boundary lines of Parcel 3 which will increase the length 
of the line about 287 feet and the area of its right-of-way 0.258 acre; 

(c) The licensee states that removal of the right-of-way from Parcel 8 will 
create a substantial area for industrial development and enhance the value 
of Parcel 4 also owned by it, and that removal of the line will not interfere 
with the efficient operation and maintenance of the project ; 

(d) As set forth in subparagraphs (c) and (d) of the concluding para- 
graph of the application, map No. 7-L (FPC No. 16-32) and map No. 7-W 
(FPC No. 16-33) of Exhibit E, approved by Commission order adopted March 
28, 1944, should be modified. As set forth in subparagraph (b) of the conclud- 
ing paragraph of the application, it will be necessary to substitute for page 
76 and part of page 77 of Exhibit E, entitled “Description of Land and Right- 
of-way in Project 16 as of December 31, 1988,” three typewritten pages en- 
titled “Revised Description of Section 1 of Harper-Terminal Station ‘C’ Trans- 
mission Line (Grand Island Line)” filed on September 14, 1944, as part of 
the application ; 

The Commission finds that: 

The purposes of project No. 16 will not be adversely affected by approval 
of the relocation sought; 

It is ordered that: 

The application of the licensee referred to above be and it is hereby ap- 
proved, and the exhibits referred to in paragraph (d) above be revised as re- 
quested, such revised exhibits being hereby approved as part of the license 
for Project No. 16. 


Order authorizing abandonment of facilities and issuing 
certificate of public convenience and necessity 


Missouri Western Gas Company 
(Docket No. G-545) 
October 3, 1944 


It appears to the Commission that: 

(a) On May 2, 1944, Missouri Western Gas Company (applicant) filed an 
application for a certificate of public convenience and necessity pursuant to 
section 7 of the Natural Gas Act, as amended, for authority to construct and 
operate approximately 21 miles of 314-inch and 4-inch natural gas transmission 
pipe line extending from a point of connection with Panhandle Eastern Pipe 
Line Company’s main transmission pipe line 144 miles north of Harrisonville, 
Cass County, Missouri, to the 4-inch transmission pipe line of applicant at 
Adrian, Missouri, together with a regulator station ; 

(b) After appropriate notice of the Commission’s order of June 1, 1944, 
fixing date for hearing on the application, a public hearing was held in Kansas 
City, Missouri, on June 28, 1944. No protest to the application has been re- 
ceived ; 

(c) Applicant is engaged in the transportation of natural gas in interstate 
commerce for sale in the towns of Adrian, Butler, Amoret, and adjacent area 
in Missouri. Prior to the construction of the aforesaid facilities, applicant 
obtained its gas supply from the Commercial Gas Pipeline Company’s shallow 
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wells in eastern Kansas. Such gas supply became depleted and was entirely 
inadequate to meet. the demands upon applicant for gas. As a result, there 
was a failure of adequate gas service to applicant’s consumers and applicant’s 
revenue declined ; 

(d) In order to remedy this situation and obtain a satisfactory gas supply, 
applicant constructed a substantial portion of the facilities referred to in para- 
graph (a), above, from pipe removed from locations on applicant’s transmission 
system where it was not being used. Deliveries of gas into such facilities were 
commenced by Panhandle Eastern Pipe Line Company on January 15, 1944. 
Such gas is produced in Texas and Kansas, and provides a supply adequate 
to meet applicant’s requirements ; 

(e) The continued operation of the facilities referred to in paragraph (a) 
above is required for the maintenance of adequate service to the consumers 
presently served by applicant ; 

(f) The War Production Board assigned preference ratings for the materials 
required in the construction of the facilities and authorized the deliveries of 
_ gas by Panhandle Eastern Pipe Line Company. By order dated February 29, 
1944, the Missouri Public Service Commission issued a certificate of public 
convenience and necessity authorizing the construction and operation of the 
pipe line referred to in paragraph (a), above; 

(g) The facilities no longer used, and partially removed are: (1) a trans- 
mission pipe line of 314, 4, and 8inch diameters extending west from the town 
of Amoret to the Missouri-Kansas State line, across such State line to a point 
on U. S. Highway 69, thence in a northwesterly direction to a point two miles 
south of La Cygne, Kansas; and (2) a transmission line of 344-inch diameter 
extending from the aforesaid point on U. 8S. Highway 69 southwesterly to the 
point of connection with the Commercial Gas Pipeline Company near Pleasan- 
ton, Kansas; , 

(h) On July 3, 1944, applicant filed a supplement to its application in order 
to conform such application to the evidence presented at the hearing with re- 
spect to the facilities referred to in paragraph (g), above, and requested au- 
thority under section 7(b) of the Natural Gas Act to abandon such facilities. 
Appropriate notice was given of such supplemental application and no protest 
thereto has been received ; 

(i) The abandonment of the facilities referred to in paragraph (9), above, 
will not adversely affect service to applicant’s customers ; 

The Commission, having considered the application as supplemented and the 
record made at the public hearing with respect thereto, finds that: 

(1) Applicant, a Delaware corporation having its principal place of business 
at Butler, Missouri, is engaged in the transportation of natural gas in inter- 
state commerce and is a “natural-gas company” within the meaning of the 
Natural Gas Act, as heretofore found by the Commission in its order entered 
August 17, 1943, in docket No. G-372, 3 F. P. C. 1065; 

(2) The natural-gas facilities referred to in paragraph (a), above, are and 
will be used for the transportation of natural gas, subject to the jurisdiction 
of the Commission, and the proposed operation thereof by applicant is subject 
to the requirements of subsections (c) and (e) of section 7 of the Natural 
Gas Act, as amended; 

(3) The natural-gas facilities referred to in paragraph (9g), above, proposed 
to be abandoned and removed, have been used for the transportation of natural 
gas in interstate commerce, as integral parts of applicant’s existing pipe line 
system, and the abandonment of such facilities is subject to the requirements 
of section 7(b) of the Natural Gas Act; 
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(4) The supply of natural gas available for transportation through the 
facilities referred to in paragraph (g) above is depleted to the extent that the 
continuance of service through such facilities is unwarranted, and the present 
and future public convenience and necessity permit the abandonment thereof; 

(5) Applicant is able and willing properly to do the acts and perform the 
service proposed and to conform to the provisions of the Natural Gas Act, as 
amended, and the requirements, rules and regulations of the Commission 
thereunder ; 

(6) The proposed operation of the natural-gas facilities referred to in para- 
graph (a), above, by applicant is and will be required by the present and 
future public convenience and necessity, and a certificate therefor should be 
issued as hereinafter ordered and conditioned ; 

The Commission orders that: 

(A) Applicant be and it is hereby authorized to abandon and remove the 
facilities referred to in paragraph (g) above, and described in the supplement 
to the application in this proceeding ; 

(B) Within 30 days after the removal of the facilities herein authorized 
is completed, applicant shall advise the Commission in writing, under oath, 
of such fact; 

(C) A certificate of public convenience and necessity be and it is hereby 
issued authorizing applicant to operate the facilities referred to in paragraph 
(a), above, and more fully described in its application and exhibits appended 
thereto, for the transportation of natural gas therein set forth, subject to the 
jurisdiction of the Commission, upon the term and conditions of this order; 

(D) This certificate shall not be transferable and is without prejudice to 
the authority of this Commission or any other regulatory body with respect 
to rates, service, accounts, valuation, estimate or determination of cost, or any 
other matters whatsoever now pending or which may come before this Com- 
mission or other regulatory body, and nothin herein shall be construed as an 
acquiescence by this Commission in any estimate or determination of cost or 
any valuation of property claimed or asserted ; 

(E) Nothing herein is to be construed as affecting in any manner the deter- 
mination of the service area of applicant under section 7(f) of the Natural 
Gas Act; 

(F) This certificate, in so far as it relates to the operation of facilities, 
shall be effective as long as applicant continues the operations hereby au- 
thorized in accordance with the provisions of the Natural Gas Act, as amended, 
and any pertinent rules, regulations, or orders heretofore or hereafter issued 
by the Commission ; 

(G) Appropriate evidence of the issuance of this certificate shall be fur- 
nished to applicant. 


Order granting permission under balance sheet accounts 
instruction 6-E to amortize charges associated with 
bonds to be redeemed and refunded 


Southwestern Public Service Company 
(Docket No. IT-5900) 
October 3, 1944 


Upon consideration of the application filed June 22, 1944, by Southwestern 
Public Service Company (hereinafter called “applicant”) for permission under 
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balance sheet accounts instruction 6-E of the Commission’s Uniform System 
of Accounts Prescribed for Public Utilities and Licensees, to charge off amounts 
associated with bonds to be redeemed, over a period subsequent to the re- 
demption date of such bonds; and 

It appearing to the Commission that: 

(a) Applicant is contemplating the refunding of its presently outstanding 
first mortgage and collateral trust 4% bonds, due May 1, 1972, $20,000,000, at 
a call price of 110% through the issuance of $17,500,000 of first mortgage bonds, 
expected to bear interest at 8%, and expected to realize $17,500,000, to which 
will be added $4,726,667 of other cash and the total funds of $22,226,667 used 
to redeem the 4% bonds and pay duplicate interest and expenses ; 

(b) The application covers the disposition of the following amounts: 


Bic, MINNIE TEIN: <:n:scsnsses i csecd nochgeaeihinitesianeianebsitesademaaiaiaaeiaan $2,100,000 
2. Duplicate interest ~__~~-- 2 ataeiatins mitt aeesaiinantiatih diate mimes ei aaaneeataamedanetnee aes 66,667 
3. Unamortized sale premium of bonds to be redeemed and re- 
gw Rh ee em 
4. Unamortized expenses of bonds to be refunded (as of April 30, 
I Metre Ee heer tet Ph pe int Am tres Samet be 303,321 
OR sitet ess} «ntti seater ath ate bctieee ssineiitecnigaly iE aakiila 1,686,618 


(c) Applicant states that tax savings from the refunding transactions ex- 
pected to be realized in the year of refunding and the two following years, will 
entirely absorb the changes associated with the bonds to be refunded; and 
applicant accordingly proposes that, if the refunding is effected before August 
31, 1944, it will dispose of said amount $1,686,618 (adjusted for amortization 
of items 3 and 4, above from April 30, 1944, to date of refunding) by charging 
off $628,000 on or before August 31, 1944 (end of company’s fiscal year as well 
as its tax year) and will charge off the balance in the years ending ‘August 
31, 1945, and August 31, 1946, in amounts corresponding to the tax savings 
realized in those years from the refunding transactions ; 

(d) In the event that the refunding is not effected before August 31, 1944, 
applicant proposes a similar disposition of said amount $1,686,618, as described 
in paragraph (c) above, in the years ending August 31, 1945, August 31, 1946, 
and August 31, 1947; 

(e) Paragraph E of balance sheet accounts instruction 6 of the Commis- 
sion’s Uniform System of Accounts provides that when redemption of one 
issue or series of bonds or other long-term obligations is financed by another 
issue or series before the date of maturity of the first issue, any unamortized 
discount, expense, or premium on the first issue and any premium paid, or dis- 
count earned on reacquirement shall be debited or credited, as appropriate, to 
Account 414, miscellaneous debits to surplus, or Account 401, miscellaneous 
credits to surplus, provided, however, that if the utility desires to amortize 
any of the discount, expense, or premium associated with the issuance or 
redemption of the first issue over a period subsequent to date of redemption, 
the permission of the Commission must be obtained ; 

(f) Written notice of the application filed by applicant was duly given to 
the Railroad Commission of the State of Texas, Corporation Commission of the 
State of Oklahoma, Public Service Commission of the State of New Mexico, and 
the Governors of each of those States, stating that any person desiring to be 
heard or to make any protest with reference to said application should, on or 
before the 15th day of July, 1944, file a petition or protest and no petition or 
protest having been filed ; 

The Commission having considered the application finds that: 
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(1) Applicant owns and operates facilities for the transmission and sale at 
wholesale of electric energy in interstate commerce and by reason of its own- 
ership and operation of such facilities is a public utility within the meaning 
of that term as used in the Federal Power Act; 

(2) Savings in Federal income and excess profits taxes, as estimated by the 
company, will over a three-year period, entirely absorb the said charges of 
$1,686,618 associated with the bonds to be refunded ; 

(3) In view of the uncertainty as to be the approximate tax saving which 
will be realized respectively in the two years following that in which the re- 
funding is effected, a reasonable disposition in this case of the said amount 
of $1,686,618 (after adjustment for amortization for the period from April 30, 
1944, to date of refunding of presently unamortized premium and expense 
relating to the bonds to be refunded) is that one-third of the amount be charged 
to Account 531, amortization of debt discount and expense, in each of the 
fiscal years ending August 31, 1944, August 31, 1945, and August 31, 1946, if 
the refunding is effected before August 31, 1944; or one-third in each of the 
years ending August 31, 1945, August: 31, 1946, and August 31, 1947, if the 
refunding is effected subsequent to August 31, 1944; 

(4) Good and sufficient cause has been shown why permission of the 
Commission should be granted for an exemption from the provisions of bal- 
ance sheet accounts instruction 6-E of the Uniform System of Accounts; 

The Commission orders that: 

(A) Permission is hereby granted applicant to dispose of unamortized pre- 
mium and expense, redemption premiums, and duplicate interest associated 
with the bonds to be redeemed and refunded in accordance with the plan de- 
scribed in paragraph (3) herein, provided, however, that applicant may ac- 
celerate the amortization of the amount of $1,686,618 if it shall desire to do so; 

(B) The permission granted herein is for accounting purposes only and shall 
not be construed as a finding with respect to the reasonableness of such amorti- 
zation charges, should such an issue arise in any proceedings affecting the rates, 
charges, practices, rules, regulations or tariffs of applicant. 


Supplemental order enlarging investigation 
Pennsylvania Water & Power Company 
(Docket No. IT-5915) 
October 3, 1944 


It appearing to the Commission that : 

(a) By order of September 1, 1944, supra, p. 697, the Commission instituted 
an investigation of Pennsylvania Water & Power Company to determine whether 
in connection with any transmission or sale of electric energy subject to the 
jurisdiction of the Commission, any rates; charges, or classifications demanded, 
observed, charged or collected, or any rules, regulations, practices, or contracts 
affecting such rates, charg — or classifications, are unjust, unreasonable, unduly 
discriminatory or preferential; and if, after hearing, found to be unjust, un- 
reasonable, unduly discriminatory or preferential, to determine and fix by 
order or orders, just and reasonable rates, charges, classifications, rules, regu- 
lations, practices or contracts to be thereafter observed and in force; 

(b) Susquehanna Transmission Company of Maryland is a wholly owned 
subsidiary of Pennsylvania Water & Power Company and owns transmission 
lines and facilities which are operated as and constitute an integral part of 
the transmission system of Pennsylvania Water & Power Company, and are 
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utilized in the transmission and sale at wholesale of electric energy in inter- 
state commerce from the Safe Harbor hydroelectric generating plant of Safe 
Harbor Water Power Corporation and from the system of Pennsylvania Water 
& Power Company ; 

The Commission finds that: 

It is necessary and proper, in the public interest, and to aid in the enforce- 
ment of the provisions of the Federal Power Act that the investigation insti- 
tuted by the order of September 1, 1944, of Pennsylvania Water & Power Com- 
pany be enlarged to include Susquehanna Transmission Company of Maryland; 

The Commission orders that: 

(A) The investigation instituted by the Commission’s order of September 
1, 1944, be and the same is hereby enlarged to include Susquehanna Trans- 
mission Company of Maryland for the purpose of enabling the Commission to 
determine whether, in connection with any transmission or sale of electric 
energy by Pennsylvania Water & Power Company or Susquehanna Transmis- 
sion Company of Maryland subject to the jurisdiction of the Commission, any 
rates, charges, or classifications demanded, observed, charged or collected, or 
any rules, regulations, practices, or contracts affecting such rates, charges or 
classifications, are unjust, unreasonable, unduly discriminatory or preferential ; 
and 

(B) If, after hearing, it shall find that any such rates, charges, classifica- 
tions, rules, regulations, practices or contracts are unjust, unreasonable, unduly 
discriminatory or preferential, to determine and fix by appropriate order or 
orders, just and reasonable rates, charges, classifications, rules, regulations, 
practices, or contracts to be thereafter observed and in force. 


Order issuing certificate of public convenience and necessity 
Spearman Gas Company 
(Docket No. G-520) 
October 6, 1944 


It appears to the Commission that: 

(a) On January 4, 1944, Spearman Gas Company (applicant) filed an appli- 
cation, and an amendment thereto on May 4, 1944, for a certificate of public 
convenience and necessity, pursuant to section 7 of the Natural Gas Act, as 
amended, to authorize (1) the acquisition and operation of all the natural 
gas pipe lines and appurtenant facilities of Eldorado Gas Company, subject 
to the jurisdiction of the Commission, which facilities are located in the State 
of Oklahoma, and (2) the continued operation of certain natural gas trans- 
mission pipe lines used by applicant for the transportation of natural gas from 
the State of Texas.into the State of Oklahoma; 

(6) This matter was set for public hearing by order dated June 1, 1944, and 
appropriate notice thereof was duly given, including publication of such order 
in the Federal Register on June 6, 1944 (Volume 9, page 6121) and transmis- 
sion thereof by registered mail to the Governors and regulatory commissions 
of the States of Texas and Oklahoma. A public hearing was held at Fort 
Worth, Texas, on June 24, 1944, and no protest to the application has been 
received ; 

(c) Applicant owns and operates, among other facilities, (1) a 2-inch natural 
gas transmission pipe line approximately 11 miles in length extending from a 
point in Wheeler County, Texas, to the Texas-Oklahoma State boundary in 













































































































740 FEDERAL POWER COMMISSION 







Wheeler County, Texas, by means of which natural gas is transported to 
Texola, Oklahoma; (2) a 34-inch natural gas transmission pipe line approxi- 
mately 5 miles in length extending from a connection with United Gas Pipe 
Line Company in Hardeman County, Texas, to the Texas-Oklahoma State 
boundary in Hardeman County, by means of which natural gas is transported 
to Bidorado, OKlahoma ; 

(d@) On December 27, 1943, applicant acquired all the facilities and business 
of Eldorado Gas Company for a total consideration of $32,175, including $3,500 
in cash, and the assumption of the following outstanding obligations of Eldo- 
rado Gas Company: Consumers’ deposits of $3,790; a first mortgage lien in 
the principal sum of $16,135; and open indebtedness in the aggregate of $8,750. 
Among the facilities acquired by applicant from Eldorado Gas Company 
are transmission pipe lines and other appurtenant natural-gas facilities used 
by Eldorado Gas Company for the transportation and sale in Oklahoma of 
natural gas produced in Texas, including a 2-inch natural gas transmission 
pipe line approximately 2,820 feet in length, extending from the Texas-Okla- 
homa State boundary, in Beckhan County, Oklahoma, to Texola, Oklahoma, 
used primarily for transportation of natural gas to its distribution system in 
and adjacent to Texola, Oklahoma; and a 34-inch natural gas pipe line ap- 
proximately 8 miles in length, extending from the, Texas-Oklahoma State 
boundary, in Jackson County, Oklahoma, to Eldorado, Oklahoma, used pri- 
marily for transportation of natural gas to its distribution system in and ad- 
jacent to Eldorado, Oklahoma, all as more fully described in the application ; 

(e) On January 1, 1944, applicant began the operation of the facilities ac- 
quired from Eldorado Gas Company. Applicant proposes to continue to per- 
form the service previously rendered by Eldorado Gas Company through the 
facilities acquired from that company ; 

(f) The proposed operation of the natural-gas facilities described in para- 
graphs (c) and (d), above, is required for the continuance of natural-gas ser- 
vice to the consumers presently served by such facilities ; 

(g) Applicant proposes to continue in effect the present gas rates to its 
customers in Texas, and to customers formerly served by Eldorado Gas Com- 
pany; 

(hk) Applicant’s natural-gas supply is adequate to meet the requirements 
resulting from the proposed operation of the facilities described above; 

The Commission having considered the application and the record thereon 
with respect to the matters involved and the issues presented, finds that: 

(1) Applicant, a Texas corporation having its principal place of business 
in Mobeetie, Texas, owns and operates, among other facilities, a natural-gas 
transmission pipe line system located in Texas and Oklahoma, and is engaged 
in producing and purchasing natural gas in the State of Texas and transport- 
ing such gas through its transmission pipe lines into the State of Oklahoma; 

(2) Applicant, being engaged in the transportation of natural gas in inter- 
state commerce, is a “natural-gas company” within the meaning of the Natural 
Gas Act; 

(3) The facilities referred to in paragraphs (c) and (d), above, are and 
will be used for the transportation of natural gas, subject to the jurisdiction of 
the Commission, and the acquisition and operation thereof by the applicant 
are subject to the requirements of subsections (c) and (e) of section 7 of the 
Natural Gas Act, as amended ; 

(4) Applicant is able and willing properly to do the acts and perform the 
service proposed, and to conform to the provisions of the Natural Gas Act, 
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cellation ; 
ereon (F) Appropriate evidence of the issuance of this certificate shall be furnished 
to applicant. 
siness 
il-gas 
gaged Order granting permission under balance sheet accounts 
sport- | instruction 6-E to amortize charges associated with bonds 
na ; refunded and bonds to be refunded 
inter- 
atural Philadelphia Electric Company 
(Docket No. IT-5917) 
eand | 
ion of | October 7, 1944 
licant —_ : 
of the Upon consideration of the application of Philadelphia Electric Company 
(hereinafter called “applicant”), filed September 21, 1944, for permission under 
is The balance sheet accounts instruction 6-E of the Commission’s Uniform System 


= aa of Accounts Prescribed for Public Utilities and Licensees to amortize tharges 
| r associated with refunded bonds and bonds to be refunded over a period sub- 
sequent to the date of redemption of such bonds; and 
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It appearing to the Commission that : 
(a) Applicant proposes to issue $65,000,000 of first and refunding mortgage 
bonds, 2%4% series, due 1967, and $65,000,000 of first and refunding mortgage 
bonds, 2%% series, due 1974, on which it expects to sustain discount of $3,- 
152,500 and incur expenses of $500,000. Proceeds from these bonds, plus addi- 
tional cash, are to be used to redeem, on or about December 1, 1944, $130,- 
000,000 of first and refunding mortgage bonds, 314% series, due 1967, on which 
redemption premiums of $7,800,000 will be paid and duplicate interest charges 
of $379,166 incurred ; 

(bo) The charges associated with bonds previously refunded and bonds pres- 
ently to be refunded are as follows: 


Amount 
Relating to previously refunded bonds: 
Balance as of December 1, 1944, of redemption premiums on 
Te EE cnt tariidiemiinne tain aieteeaiienen ee 
Relating to bonds presently to be refunded : 
Unamortized issue premiums as of December 1, 1944 ____-_-- (13,068) 
I IE on nthe niin iinanes ~neinmee es an 
II iis cei els rnin Ce teranetn eee ea ein ition 379,166 
DO inci nttsilecedntattien ee ee arr cee —_—- 13,181,664 


(c) The refunding transactions are expected to produce tax savings of $6,- 
904,077 of which $5,465,825 will be realized in savings of 1944 taxes and $1, 
438,252 through claim for refund of 1942 taxes due to carry-back of an unused 
excess profits credit in 1944. Applicant proposes to apply the $6,904,077 to a re- 
duction of the $13,181,664 described in paragraph (6) hereof and to amortize 
the balance df $6,277,587 by charges to income in nine equal annual amounts 
of $697,510; 

(d) In accounting for the disposition of the $6,094,077 applicant, in effect, 
proposes to include the $5,465,825 in Account 507, taxes, and to tharge $1,- 
438,252 to accounts receivable (non-current) ; 

(e) Paragraph E of balance sheet accounts instruction 6 of the Commission's 
Uniform System of Accounts provides that charges associated with refunded 
bonds shall be disposed of at the time of the refunding by a charge or credit, 
as the case may be, to earned surplus, provided, however, that if the utility 
desires to amortize any of the charges over a period subsequent to the date of 
the redemption, the permission of the Commission must be obtained ; 

The Commission finds that: 

(1) Applicant owns and operates facilities for the transmission and sale at 
wholesale of electric energy in interstate commerce and, by reason of its 
ownership and operation of such facilities, is a public utility within the mean- 
ing of that term as used in the Federal Power Act; 

(2) The proposed annual amortization charges of $697,510 referred to in 
paragraph (c) hereof will approximately equal the estimated annual net in- 
terest savings from the new bonds assuming present normal and surtax rates 
but exclusive of the excess profits tax ; 

(3) Applicant’s proposed inclusion in Account 507, taxes, of $5,465,825, as 
described in paragraph (d) hereof, would reflect an amount in that account 
not actually payable as taxes; 

(4) Under the Commission’s Uniform System of Accounts the $5,465,825 
should be charged to Account 531, amortization of debt discount and expense, 
and the $1,438,252 to Account 414, miscellaneous debits to surplus; 

(5) Permission of the Commission should be granted for an exemption from 
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che provisions of balance sheet accounts instruction 6-E provided the $5,465,825 
is charged to Account 531 and the $1,438,252 is treated as described in para- 
graph (4) hereof; 

The Commission orders that: oA 

(A) Permission is hereby granted applicant to dispose of the $13,181,664 by 
charging Account 531, amortization of debt discount and expense, with $5,- 
465,825, representing the estimated savings in 1944 taxes; by charging Account 
414, miscellaneous debits to surplus, with $1,438,252, representing the estimated 
refund of 1942 taxes; and by amortizing the balance of $6,277,587 in nine equal 
annual charges of $697,510 to Aecount 531, beginning with the date of disposi- 
tion of the new bonds; 

(B) The permission granted herein is for accounting purposes only and 
shall not be construed as a finding with respect to the reasonableness of such 
amortization charges, should such an issue arise in any proceeding affecting the 
rates, charges, practices, rules, regulations, or tariffs of applicant. 


Order modifying prior orders and terminating proceeding 


Cities Service Transportation and Chemical Company, and 
Cities Service Gas Company 


(Docket No. G-488) 
October 16, 1944 


It appears to the Commission that: 

(a) By order entered September 21, 1944, the Commission granted the ap- 
plication of Cities Service Transportation and Chemical Company (herein- 
after called “Transportation Company”) for a rehearing on the Commission’s 
order of July 22, 1944, supra, p. 649, modifying the certificate of public conven- 
ience and necessity issued by order of September 30, 1943, 3 F. P. C. 598, 52 
P. U. R. (N.S.) 2438, in this proceeding, and provided that such rehearing be 
held commencing November 1, 1944, at 10:00 a. m., in the Commission’s Hear- 
ing Room, 18th and Pennsylvania Avenue, N.W., Washington, D. C. 

(b) On October 12, 1944, the following-designated supplements were filed 
with the Commission : 

(1) “Supplement No. 1 to Submission of Proposed Plan for Permanent 
Financing” filed by the Transportation Company ; 

(2) “Supplement No. 1 to Submission of Proposed: Plan for Operation” filed 
by the Transportation Company ; and 

(3) “Supplement No. 1 to Application for Certificate of Public Convenience 
and Necessity” filed by Cities Service Gas Company (hereinafter called “Gas 
Company”). By letter of October 12, 1944, Transportation Company requested 
permisson to withdraw its petition for rehearing filed August 21, 1944, in this 
proceeding upon approval by the Commission of such proposed supplements ; 

(c) The supplement to the permanent plan of financing of the Transportation 
Company proposes that the indebtedness owing from Transportation Company 
to Empire Gas and Fuel Company (hereinafter called “Empire’”) in the amount 
of approximately $9,500,000 be funded through issuance to Empire of (1) $2,- 
690,000 par value of capital stock (which will increase the outstanding stock 
of Transportation Company from $310,000 to $3,000,000 par value), and (2) 
a promissory note or notes in amounts equal to the balance of approximately 
$6,500,000, such notes to bear 3 per cent interest payable semi-annually and 
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mature in ten years. The original plan provided for 10-year 5% per cent notes 
aggregating approximately $9,200,000; 

(d) The supplement to the plan of operation proposes that the term of the 
proposed lease between the Transportation Company and the Gas Company 
be changed from 10 years to 28 years, commencing the first day of the month 
immediately following favorable action thereon by the Commission ; 

(e) “Supplement No. 1 to the Application for Certificate of Public Conven- 
ience and Necessity” seeks authorization for the Gas Company to operate the 
properties of the Transportation Cempany in accordance with the terms of the 
proposed lease referred to in paragraph (d), above, by appropriate certificate 
of public convenience and necessity ; 

The Commission finds that: 

(1) The proposed supplements to the plans of financing and operating the 
facilities of the Transportation Company, for which a certificate of public 
convenience and necessity was issued by the Commission’s order of September 
30, 1943, as modified by order of July 22, 1944, are reasonably appropriate and 
permissible under the circumstances obtaining in this matter and should be 
permitted to become effective as hereinafter ordered ; 

(2) The present and future public convenience and necessity require that 
the Commission’s orders of September 30, 1943, and July 22, 1944, entered in 
this proceeding be modified so as to permit the Gas Company to operate the 
aforesaid facilities under the terms of the proposed lease agreement referred to 
in paragraph (d), above, and to permit the Transportation Company to operate 
such facilities upon the expiration of such lease, as hereinafter ordered; 

The Commission orders that: 

(A) Paragraphs (A), (B), (C) and (D) of the Commission’s July 22, 1944, 
order in this proceeding be and the same are hereby vacated ; 

(B) The proposed plans for financing and operating the facilities of the 
Transportation Company, as revised by the aforesaid supplements, be and 
they are hereby permitted to become effective subject to the condition that the 
Transportation Company does not pay to Empire and Empire does not receive 
from the Transportation Company any interest in excess of the actual cost to 
Empire of securing the funds advanced or loaned to the Transportation Com- 
pany ; 

(C) The Gas Company be and it is hereby authorized to operate until No- 
vember 1, 1972, the facilities of the Transportation Company referred to in 
paragraph (1) of the Commission’s September 30, 1943 order and more fully 
described in the application filed July 27, 1943, in this proceeding, for the trans- 
portation and sale of natural gas therein set forth, subject to the jurisdiction 
of the Commission, pursuant to the revised proposed agreement referred to in 
paragraph (d), above, and upon the terms and conditions of this order; 

(D) Upon the expiration of such proposed lease agreement in 1972, if Trans- 
portation Company is able and willing and otherwise qualified under section 
7 of the Natural Gas Act, as amended, to operate the facilities, the authority 
for such operation is granted by paragraph (C), above, shall revert to the 
Transportation Company. Paragraphs (A) and (J) of the September 30, 
1943, order are hereby modified so as to permit the operation of the facilities 
as herein provided ; 

(E) Nothing herein contained shall be construed as an acquiescence by this 
Commission in any estimate or determination of cost or any valuation of such 
facilities. Nor shall the provisions of the agreements pertaining to the financ- 
ing, leasing and operation of such facilities be considered as binding upon the 
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Commission in any proceeding for the determination of rates, costs, or other 
matters ; 

(F) This authorization shall not be transferable and is without prejudice to 
the authority of this Commission or any other regulatory body with respect 
to any matter now pending or which may come before this Commission or other 
regulatory body; 

(G) Nothing herein is to be construed as affecting in any manner the deter- 
mination of the service area of the Transportation Company or the Gas Com- 
pany under section 7(f) of the Natural Gas Act; 

(H) Nothing contained in this order is to be construed as in any manner 
changing or affecting the Commission’s opinion and interim order reducing 
rates entered July 28, 1943, in docket No. G-141, 3 F. P. C. 459, 52 P. U. R. 
(N.S.) 65, or in any manner relieving the Gas Company from filing new rate 
schedules in conformity therewith ; 

(1) The Transportation Company’s request to withdraw its application for 
rehearing filed August 21, 1944, in this proceeding, be and it is hereby granted; 

(J) The proceeding in docket No. G-488 be and the same is hereby termi- 
nated. 


Order providing for participation in hearing by New 
Hampshire Water Control Commission 


Bellows Falls Hydro-Electric Corporation 
(Project No. 1892) 
October 17, 1944 


Upon request filed October 11, 1944, by the Water Control Commission of the 
State of New Hampshire that it be permitted to participate in the hearing to 
be held on the application of Bellows Falls Hydro-Electric Corporation for 
amendment of the license for project No. 1892 to authorize redevelopment of the 
Wilder Project on the Connecticut River ; 

The Commission finds that: 

It is desirable and in the public interest to hold joint hearings as provided 
in section 39.4 of the Rules of Practice and Regulations; 7 

It is ordered that: 

(A) The hearing in the above-entitled cause now scheduled for October 24, 
1944, starting at 10:00 a. m. (ew.t.) in Room 13, Carpenter Building, Dart- 
mouth College, Hanover, New Hampshire, shall be conducted as a joint hearing 
with the Water Control Commission of the State of New Hampshire; 

(B) The joint hearing shall be presided over by a representative of the 
Federal Power Commission, designated in the usual manner, and a member of 
the Water Control Commission (together hereinafter referred to as “presiding 
officers”), but any member of either Commission may sit with them at any 
time ; ’ 

(C) The presiding officers may, by joint announcement, provide that rulings 
announced by one shall be deemed concurrent rulings of both except where 
divergent rulings shall be separately announced. The record of the proceedings 
shall show the joint hearing as constituting the hearing of each Commission, 
except that, if divergent rulings are made, the record shall be so reported as 
to separate and distinguish clearly the proceedings of the respective Commis- 
sions in accordance with the rulings of their respective presiding officers, and 
provided that the Water Control Commission shall have the full right to con- 
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tinue its hearing at such time and place as it shall deem appropriate and in 
compliance with law. In case the ruling of one presiding officer has the effect 
of admitting any voluminous exhibit or extensive testimony, excluded by 
ruling of the other presiding officer, the taking of such evidence will be de- 
ferred until after the completion of all proceedings which can be conducted 
under concurrent rulings. In all other respects, the hearing shall be conducted 
upon behalf of the Federal Power Commission as provided for in the Federal 
Power Act and the Rules of Practice and Regulations prescribed thereunder, 
it being intended that each Commission shall control its own record and adopt 
its own separate final order thereon. Before either Commission enters any 
such order, opportunity will be afforded for conference between the Federal 
Power Commission and the Water Control Commission of New Hampshire. 


Order granting exemption from provisions of balance 
sheet accounts instruction 5-E as to amortization of 
certain amounts relating to refunding of preferred stock 


Central Vermont Public Service Corporation 
(Docket No. IT-5919) 
October 17, 1944 


Upon consideration of the application of Central Vermont Public Service 
Corporation (hereinafter referred to as “applicant”), filed September 28, 1944, 
for permission to amortize call premium and capital stock expense associated 
with a portion of outstanding preferred stock to be redeemed and cash pay- 
ments and expense associated with issuance of new preferred stock in exchange 
for outstanding stock by charges to earned surplus over a period not in excess 
of five years; and 

It appearing to the Commission that: 

(a) Applicant is contemplating a refunding of its presently outstanding 
preferred stock, $6 dividend series, of $3,785,600, consisting of 37,856 shares 
with a minimum liquidation value of $100 per share, by issuance of an equal 
number of shares of preferred stock, $100 par value, for which the dividend 
rate, price to be received, and compensation for services of underwriters, are 
to be determined by competitive bidding ; 

(b) Holders of the present preferred stock are to be given an opportunity to 
exchange their present holdings for shares of the new stock, share for share, 
plus an amount of cash equal to the difference between the initial public of- 
fering price of the new preferred stock and the redemption price (exclusive 
of accrued dividends) of $107.50 per share of the $6 preferred stock, plus an 
amount equal to dividends accrued on the 36 preferred stock to the exchange 
date ; 

(c) Applicant expects that (1) initial public offering price of the new pre- 
ferred stock will be $103; (2) 80% of the presently outstanding shares of $6 
preferred stock will be exchanged for new preferred stock; and (3) under- 
writers’ compensation of $72,785.50 and other expense (exclusive of duplicate 
dividends) will be $28,714.50; ° 

(d) Applicant proposes to establish certain amounts in Account 146, other 
deferred debits, and to amortize such amounts by annual charges to earned 
surplus over a period not in excess of 5 years. The amounts to be so estab- 
lished in Account 146 cannot be determined precisely, but are estimated by the 
applicant as follows: 
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20% of present capital stock expense applicable to outstanding $6 
preferred stock 

Cash payments of $4.50 per share to holders of 30,285 shares of $6 
preferred stock estimated to be exchanged 

Call premium of $7.50 per share on 7,571 shares of $6 preferred 
stock estimated to be redeemed 

80% of the total estimated expenses of the new issue ($101,500), 
including underwriters’ compensation 


(e) Applicant proposes to retain in Account 151, capital stock expense, the 
present capital stock expense applicable to the outstanding $6 preferred stock 
which is to be exchanged, and proposes to enter in that account the expenses 
relating to issuance of new preferred stock not exchanged for outstanding 
stock ; 

(f) Balance sheet accounts instruction 5-E, of the Uniform System of Ac- 
counts Prescribed for Public Utilities and Licensees, provides that amounts 
such as those enumerated in paragraph (d), above, be charged to Account 414, 
miscellaneous debits to surplus, at the time of reacquirement or retirement of 
the stock to which the charges are related, if such debits exceed such balance 
in capital surplus as represents accumulated credits from retirement of stock; 

(g) Surplus of the applicant, as of June 30, 1944, was $494,724.77 consisting 
entirely of earned surplus ; 

(h) Net annual dividend savings from the proposed refunding transactions 
will be $55,648.00, assuming a dividend rate of 444% on the new preferred 
stock ; 

The Commission, having considered the application, finds that: 

(1) Applicant owns and operates facilities for the transmission and sale at 
wholesale of electric energy in interstate commerce and, by reason of its own- 
ership and operation of such facilities, is a public utility within the meaning 
of that term as used in the Federal Power Act; 

(2) Surplus of $494,724.77 is not a substantial amount for a public utility 
corporation of the size of Central Vermont Public Service Corporation ; 

(3) Based on the applicant’s estimate of $281,762.87 for the charges to be 
disposed of, the estimated net annual dividend savings of $55,648.00 will be 
sufficient over a 5-year period to absorb almost entirely the said amount of 
$281,762.87 ; 

(4) Good and sufficient cause has been shown why exemption should be 
granted by the Commission from the provisions of balance sheet accounts in- 
struction 5-E of the Uniform System of Accounts ; 

The Commission orders that: 

(A) Permission is hereby granted applicant to establish in Account 146, 
other deferred debits, amounts of the nature set forth in paragraph (d), above, 
and to amortize such amounts by equal annual charges td Account 414, mis- 
cellaneous debits to surplus, over a period of not to exceed 5 years; provided, 
however, that applicant may accelerate such amortization if it shall desire to 
do so; and exemption from the requirements of balance sheet accounts instruc- 
tion 5-E is hereby granted to that extent; 

(B) The permission granted herein is for accounting purposes only and shall 
not. be construed as a finding with respect to the reasonableness of such amor- 
tization charges, should such an issue arise in any proceedings affecting the 
rates, charges, practices, rules, regulations, or tariffs of applicant. 
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Order authorizing transmission of electric energy to 
Mezico and rescinding prior order 


El Paso Electric Company and El Paso City Lines, Inc. 
(Docket Nos. IT-5010, IT-5594, IT-5887) 
October 17, 1944 


Upon joint application, which has been designated as docket No. IT-5887, 
filed April 27, 1944, as supplemented, by El Paso City Lines, Inc., and El Paso 
Electric Company (“applicants”), Texas corporations having their principal 
places of business in El Paso, Texas, for authority to transmit electric energy 
to Mexico pursuant to section 202(e) of the Federal Power Act; and 

It appearing that: 

(a) Pursuant to section 202(e) of the Federal Power Act, the Commission 
by order adopted February 25, 1986, as modified by order of December 9, 1941 
(docket No. IT-5010), 2 F. P. C. 1084, and by order of February 22, 1944 
(docket No. IT-5594), supra p. 531, authorized El Paso Electric Company to 
transmit electric energy from a point in the City of El Paso, Texas, opposite 
Juarez, Chihuahua, Mexico, to a point on the international boundary line, 
United States and Mexico, where connection was made with the electric fa- 
cilities of the El Paso and Juarez Traction Company, a Texas corporation 
engaged in the operation of traction lines in Juarez, Chihuahua, Mexico; 

(b) The transmission facilities of El Paso Electric Company have been pur- 
chased by American City Lines, Inc. and are operated by the latter’s subsidiary, 
El Paso City Lines, Inc. ; 

(c) The electric energy hereinafter authorized to be transmitted to Mexico 
is generated by El Paso Electric Company and is delivered to El Paso City 
Lines, Inc. at a point in the City of El Paso, Texas, opposite Juarez, Chihuahua, 
Mexico, where it is used by the latter company to operate its railway cars over 
its own lines to the international boundary line, United States and Mexico, 
and over the lines of El Paso and Juarez Traction Company in Juarez; 

(d) The aforesaid electric energy is sold by El Paso Electric Company to El 
Paso City Line, Inc. under the rates and terms contained in an agreement 
between the two companies, dated December 31, 1943, and filed with the 
Commission on April 27, 1944; 

(e) On June 29, 1944, El Paso City Lines, Inc. accepted the terms and con- 
ditions of a Presidential Permit (docket No. IT-5887) signed by the President 
of the United States on June 21, 1944, authorizing the operation, maintenance, 
and connection at the border of the United States of facilities and structures 
to be used in the transmission of electric energy to Mexico hereinafter au- 
thorized, which Presidential Permit supersedes that now held by El Paso Elec- 
tric Company (docket No. IT-5594) which was signed by the President of the 
United States on October 21, 1942; 

(f) Notice of the filing of the application was published in the Federal 
Register on May 6, 1944 (9 F. R. 4826-7), and on August 29, 1944 (9 F. R. 
10507), and given to interested State officials, and no protest or request for 
hearing thereon has been received ; 

The Commission finds that: 

(1) Inasmuch as El Paso Electric Company is no longer the transmitter of 
the electric energy authorized to be transmitted by the Commission’s said 
February 25, 1936, order as modified, the said order as modified should be 
rescinded ; 
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(2) El Paso Electric Company is the owner of the source of supply and El 
Paso City Lines, Inc. is the transmitter of the electric energy hereinafter 
authorized to be transmitted to Mexico ; 

(3) The transmission of electric energy from the United States to Mexico as 
limited herein and as hereinafter authorized will not impair the sufficiency 
of electric supply within the United States, and will not impede or tend to 
impede the coordination in the public interest of facilities subject to the juris- 
diction of the Commission ; and 

It is ordered that: 

(A) The aforesaid February 25, 1986, order, as modified December 9, 1941, 
and February 22, 1944, and referred to in paragraphs (a) and (1) above, be 
and it is hereby rescinded ; 

(B) Applicants be and they are hereby authorized to transmit electric energy 
from the United States to Mexico in an amount not to exceed 400,000 kilowatt- 
hours per year and at a rate not to exceed that required for the satisfactory 
operation of the electric railway which El Paso City Lines, Inc. supplies, as 
described in the application ; 

(C) The authorization herein granted may be modified from time to time, 
or terminated upon further order of the Commission, but in no event shall such 
authorization extend beyond the date of termination or expiration of the Pres- 
idential Permit (docket No. IT-5887) referred to in paragraph (e) above; 

(D) Applicants shall conduct all operations pursuant to the authorization 
herein granted in accordance with the provisions of the Federal Power Act 
and any pertinent rules, regulations or orders issued by the Commission ; 

(E) Applicants shall install and maintain adequate metering equipment to 
measure the flow of all energy transmitted from the United States to Mexico 
pursuant to the authority herein granted; shall make, keep, and preserve full 
and complete records with respect to the movement of such energy; and shall 
furnish with respect to said transmission of electric energy reports in such 
form and manner as the Commission may prescribe ; 

(F) This authorization to transmit electric energy to Mexico shall not be 
transferable or assignable, but shall continue in effect temporarily for a rea- 
sonable time thereafter in the event of the involuntary transfer of facilities 
used thereunder by operation of law (including such transfers to receivers, 
trustees, or purchasers under foreclosure or judicial sale) pending the making 
of an application for permanent authorization and decision thereon, provided 
notice is promptly given in writing to the Commission accompanied by a stateé- 
ment that the physical facts relating to sufficiency of supply, rates, and nature 

of use remain substantially the same as before the transfer ; 

(G) This authorization shall be without prejudice to the authority of any 
State, State regulatory commission, or the Republic of Mexico, for the exercise 
of the lawful authority vested in the State, State regulatory commission or 
the Republic of Mexico over applicants ; 

(H) This authorization is without prejudice to the authority of this Com- 
mission, or any other regulatory body, with respect to rates, service, accounts, 
valuation, estimate or determination of cost, or any other matter whatsoever 
now pending or which may come before this Commission, or other regulatory 
body, and nothing herein shall be construed as an acquiescence by this Com- 
mission in any estimate or determination of cost or any valuation of property 
claimed or asserted ; 

(I) Concurrently with the service of this order the Presidential Permit 
(docket No. IT-5887) described in paragraph (e) above be released and a copy 

transmitted to El Paso City Lines, Inc. by the Secretary. 
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Order authorizing transmission of electric energy to Mexico 


Compania Servicios Publicos Fomentos de Reynosa, S. A. 
and Central Power and Light Company 


(Docket No. I'T-5725) 
October 17, 1944 


Upon applications filed August 12, 1941, by Compania Servicios Publicos 
Fomentos de Reynosa, 8. A. (“Reynosa Company”) and Central Power and 
Light Company (“applicants”), a Mexican corporation with principal office 
in Reynosa, Tamaulipas, Mexico, and a Massachusetts corporation with prin- 
cipal office in Corpus Christi, Texas, respectively, for authority to transmit 
electric energy to Mexico pursuant to section 202(e) of the Federal Power Act; 
and 

It appearing that: 

(a) The electric energy hereinafter authorized to be transmitted will be 
generated in Central Power and Light Company’s steam generating plant at 
San Benito, Texas, or will be supplied from its interconnected primary trans- 
mission system, and will be transmitted over one of its transmission lines to 
a point adjacent to the Rio Grande opposite Reynosa, Tamaulipas, Mexico, and 
near Hidalgo, Texas, where said line connects with the transmission facilities 
of the Reynosa Company ; 

(b) The aforesaid electric energy is sold by Central Power and Light Com- 
pany to Compania Servicios Publicos Fomentos de Reynosa, S. A. under the 
rates and terms contained in an agreement between the two companies, dated 
August 1, 1941, and filed with the Commission on August 12, 1941; 

(c) On March 8, 1942, the Reynosa Company accepted the terms and condi- 
tions of a Presidential Permit signed by the President of the United States on 
May 18, 1942, authorizing the operation, maintenance, and connection at the 
border of the United States of facilities used in the transmission of electric 
energy to Mexico, hereinafter authorized ; 

The Commission finds that: 

(1) Central Power and Light Company is the owner of the source of supply 
and the Reynosa Company is the transmitter of the electric energy hereinafter 
authorized to be transmitted from the United States to Mexico; 

(2) The transmission of electric energy from the United States to Mexico 
as limited herein and as hereinafter authorized will not impair the sufficiency 
of electric supply within the United States and will not impede or tend to 
impede the coordination in the public interest of facilities subject to the juris- 
diction of the Commission ; and 

It is ordered that: 

(A) Applicants be and they are hereby authorized to transmit electric 
energy from the United States to Mexico in an amount not to exceed 3,300,000 
kilowatt-hours per year and at a rate of demand not in excess of 900 kilowatts, 
in the manner described and at the point designated in their respective appli- 
cations filed on August 12, 1941; 

(B) The authorization herein granted may be modified from time to time, 
or terminated upon further order of the Commission, but in no event shall such 
authorization extend beyond the date of termination or expiration of the Pres- 
idential Permit referred to in paragraph (c) above; 

(C) Applicants shall conduct all operations pursuant to the authorization 
herein granted in accordance with the provisions of the Federal Power Act and 
any pertinent rules, regulations or orders issued by the Commission ; 
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(D). Applicants shall install and maintain adequate metering equipment to 
measure the flow of all energy transmitted from the United States to Mexico 
pursuant to the authority herein granted; shall make, keep, and preserve full 
and complete records with respect to the movement of such energy; and shall 
furnish with respect to said transmission of electric energy reports in such 
form and manner as the Commission may prescribe; 

(E) This authorization to transmit electric energy from the United States 
to Mexieo shall not be transferable or assignable, but shall continue in effect 
temporarily for a reasonable time thereafter in the event of the involuntary 
transfer of facilities used thereunder by operation of law (including such 
transfers to receivers, trustees, or purchasers under foreclosure or judicial 
sale) pending the making of an application for permanent authorization and 
decison thereon, provided notice is promptly given in writing to the Commis- 
sion accompanied by a statement that the physical facts relating to sufficiency 
of supply, rates, and nature of use remain substantially the same as before the 
transfer ; 

(F) This authorization shall be without prejudice to the authority of any 
State, State regulatory commission, or the Republic of Mexico, for the exercise 
of the lawful authority vested in the State, State regulatory commission, or 
the Republic of Mexico over applicants ; 

(G) This authorization is without prejudice to the authority of this Com- 
mission, or any other regulatory body, with respect to rates, service, accounts, 
valuation, estimate or determination of costs, or any other matter whatsoever 
now pending or which may come before this Commission, or other regulatory 
body, and nothing herein shall be construed as an acquiescence by this Com- 
mission in any estimate or determination of cost or any valuation of property 
claimed or asserted ; 

(H) Concurrently with the service of this order, the Presidential Permit, 
described in paragraph (c) above, be released and a copy transmitted to the 
Reynosa Company by the Secretary. 


Order rescinding authority to transmit electric energy to 
Mezico, vacating order to show cause, and 
terminating proceedings 


Compania Internacional Difusora de Reynosa, S. A., 
Central Power and Light Company and Carr P. Collins and 
James Mitchell Collins (doing business under the style of 
Collins & Collins) and Compania Internacional Difusora de 
Reynosa, S. A., and Central Power and Light Company 


(Docket Nos. IT-5720, IT-5025) 
October 17, 1944 


It appearing that: 

(a) Pursuant to section 202(e) of the Federal Power Act, the Commission 
by order adopted on February 25, 1986, in docket No. JT-5025, authorized Com- 
pania Internacional Difusora de Reynosa, S. A. (hereinafter referred to as the 
Radio Company), a Mexican corporation, and Central Power and Light Com- 
pany, of Corpus Christi, Texas, to transmit electric energy from the United 
States to Mexico, subject to the further order of the Commission: 

(b) As a result of representations made by the aforesaid James Mitchell 
Collins, that his firm had acquired the Radio Company and that said Radio 
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Company was no longer transmitting electric energy to Mexico but was buying 
the necessary energy from Compania Servicios Publicos Fomentos de Reynosa, 
S. A., of Reynosa, Tamaulipas, Mexico (hereinafter referred to as the Reynosa 
Company) the Commission by order adopted on July 25, 1941, in docket No. 
IT-5720, 2 F. P. C. 1018, ordered the Radio Company and Central Power and 
Light Co. to show cause under oath why the aforesaid authorization to transmit 
electric energy from the United States to Mexico should not be rescinded; 

(c) The parties named in the aforesaid show cause order of July 25, 1941, 
filed replies which showed the facts to be as follows: 

(i) The Reynosa Company owned the transmission facilities used by the 
Radio Company at the time the latter applied for and was granted authority 
to transmit electric energy to Mexico; 

(ii) The Reynosa Company discontinued the generation of energy in its 
generating plant in Reynosa shortly after the Radio Company was authorized 
to begin the aforesaid transmission ; 

(iii) The Reynosa Company entered into agreement with the Radio Company 
whereby the former would receive and pay for the energy formerly transmitted 
from the United States by the latter, and Central Power and Light Company 
was notified to send the bills for the energy so delivered to the Reynosa Com- 
pany ; 

(d) The Reynosa Company and Central Power and Light Company filed 
applications with the Commission on August 12, 1941, in docket No. IT-5725 
for authority to transmit electric energy from the United States to Mexico 
over the facilities formerly used by the Radio Company to transmit electric 
energy pursuant to the aforesaid authorization ; 

(e) It is appropriate that the aforesaid authorization of February 25, 1936, 
in docket No. IT-5025, be rescinded ; 

(f) Good cause exists for vacating the order to show cause entered July 
25, 1941, and terminating the proceeding thereunder ; 

It is ordered that: 

(A) That part of the order of February 25, 1936, pertaining to docket No. 
IT-5025, authorizing the Radio Company and Central Power and Light Com- 
pany to transmit electric energy to Mexico, be and it is hereby rescinded; 

(B) The aforesaid order to show cause entered in docket No. IT-5720, be 
and it is hereby vacated and the proceeding terminated. 


Order granting permission under balance sheet accounts 
instruction 6-E to amortize charges associated with 
bonds to be redeemed and refunded 


Georgia Power and Light Company 
(Docket No. IT-5916) 
October 17, 1944 


Upon consideration of the application of Georgia Power and Light Company 
(hereinafter called “applicant”) filed September 2, 1944, for permission, under 
balance sheet accounts instruction 6-E of the Uniform System of Accounts 
Prescribed for Public Utilities and Licensees, to amortize charges associated 
with bonds proposed to be redeemed and refunded over a period subsequent 
to the redemption date of such bonds; and 

It appearing to the Commission that: 

(a) Applicant intends to issue $2,500,000 of first mortgage bonds, 3%% 
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series, due July 1, 1974; and to use the proceeds and other cash to retire $3,- 
027,500 of presently outstanding first mortgage bonds, 5% series, due 1978, 
at a redemption price of 10814; a 

(b) Charges associated with the bonds to be redeemed and the proposed 
disposition thereof are as follows: 


| Relating to 


| 





$527,500 of bonds | $2,500,00 of bonds 
Particulars | to be retired to be refunded 


Unamortized debt discount and expense (as of 


EE tn PUNY cccnapapeieonrneecingingeimninite toetepcteiaasmiaasayaitets | $43,048.48 $202,532.04 
ae | 18,462.50 87,500.00 
a a nr NL, he LPR Ab Ral | 2,197.92 10,416.66 

IRI: uictiinmaamaatyiich rip sencirnaaittinmimmmanninsiaiiaiiad | 63,708.90 300,448.70 
Proposed disposition : 
CON GND: ctck kntidnnieldindiownbinde GRR hice theenntns 


Charge income— 
mount equal to estimated tax saving on 
refunding transactions relating to 
OI NE, casein Nt ln erecatiiemecaiiel 125,000.00 
Remainder, for amortization to income over a 5- 
year period commencing with the month in 
which the refunding is consummated —.._______.|__-._------------ 175,448.70 








(c) Paragraph E of balance sheet accounts instruction 6 of the Commission’s 
Uniform System of Accounts provides that when redemption of one issue or 
series of bonds or other long-term obligations is financed by another issue or 
series before the date of maturity of the first issue, any unamortized discount, 
expense, or premium on the first issue and any premium paid or discount 
earned on reacquirement shall be debited or credited, as appropriate, to Account 
414, miscellaneous debits to surplus, or Account 401, miscellaneous credits to 
surplus, provided, however, that if the utility desires to amortize any of the 
discount, expense, or premium associated with the issuance or redemption of 
the first issue over a period subsequent to date of redemption, the permission 
of the Commission must be obtained ; 

The Commission, having considered the application and other matters of 
record and in the files of the Commission, furnished by applicant, finds that: 

(1) Applicant owns and operates facilities for the transmission and sale at 
wholesale of electric energy in interstate commerce and by reason of its own- 
ership and operation of such facilities is a public utility within the meaning 
of that term as used in the Federal Power Act; 

(2) A 5-year period of amortization for the charges remaining after appli- 
cation of the estimated tax saving will dispose of the amount to be amortized 
more rapidly in this case than if such amortization were based on the interest 
saving after considering additional taxes on the saving; 

(3) Good and sufficient cause has been shown why permission of the Com- 
mission should be granted for an exemption from the provisions of balance 
sheet accounts instruction 6-E of the Uniform System of Accounts; 

The Commission orders that: 

(A) Permission is hereby granted applicant to dispose of unamortized debt 
discount and expense, redemption premiums, and duplicate interest associated 
with the $2,500,000 of bonds to be redeemed and refunded by charging Account 
531, amortization of debt discount and expense, with the estimated tax saving 
of $125,000 and to amortize the remainder, $175,448.70, over a 5-year period 
commencing with the month in which the refunding is consummated, by equal 
annual charges to Account 531, amortization of debt discount and expense, in 
accordance with the plan described in paragraph (b) above; provided, however, 
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that applicant may accelerate amortization of the $175,448.70 if it shall desire 
to do so; 

(B) The permission granted herein is for accounting purposes only and shall 
not be construed as a finding with respect to the reasonableness of such amor- 
tization charges, should such an issue arise in any proceedings affecting the 
rates, charges, practices, rules, regulations, or tariffs of applicant. 


Order approving disposition of amounts classified in Account 
100.5, electric plant acquisition adjustments, and Account 
107, electric plant adjustments 


Nebraska Power Company 
October 31, 1944 


It appearing to the Commission that : 

(a) On May 1, 1940, after receiving several extensions of time, Nebraska 
Power Company (“Nebraska Company”) filed its reclassification and original 
cost studies pursuant to electric plant accounts instruction 2-D of the Com- 
mission’s Uniform System of Accounts Prescribed for Public Utilities and 
Licensees and the Commission’s order of May 11, 1937, pertaining thereto; 

(6) Thereafter the staff of this Commission undertook a field examination 
of Nebraska Company’s studies. Upon completion of that examination, the 
staff submitted a report to the Commission entitled “Nebraska Power Company, 
Report on the Reclassification and Original Cost Studies of Electric Plant at 
January 1, 1988.” In that report, the staff recommended that Nebraska Com- 
pany be required to classify certain amounts in Account 100.5, electric plant 
acquisition adjustments, and Account 107, electric plant adjustments; to sub- 
mit plans for the disposition of the amounts to be classified in Account 100.5; 
to submit plans for the disposition of certain amounts to be classified in Account 
107; and to indieate its agreement or disagreement with the staff’s plans for 
the disposition of certain other amounts to be classified in Account 107. The 
report was transmitted to Nebraska Company on September 22, 1942; 

(c) Subsequent to the service of the staff report on Nebraska Company, 
extended conferences were had between representatives of the company and 
the staff and as a result of such conferences Nebraska Company has submitted 
revised classification and original cost studies to the Commission in which it 
has classified $2,911,498.05 in Account 100.5 and $5,950,071.60 in Account 107. 
Nebraska Company has also included plans for the disposition of these amounts 
in its revised studies ; 

(d) With respect to the $2,911,498.05 classified in Account 100.5, electric 
plant acquisition adjustments, representing the excess of recorded cost of 
properties over estimated original cost thereof, Nebraska Company proposes 
that this amount be retained in Account 100.5 during the continued existence 
of the assets alleged to be represented thereby or if this is not acceptable to 
the Commission that, subject to certain reservations, the amount be disposed 
of over a period of 10 years beginning with the year 1945 by equal annual 
charges to Account 505, amortization of electric plant acquisition adjustments, 
and concurrent credits to Account 252, reserve for amortization of electric 
plant acquisition adjustments, with the proviso that Nebraska Company, if it 
elects to do so, may increase in any year the charge to Account 505 and the 
corresponding credit to Account 252, or may reduce such annual charges to the 
extent that Nebraska Company elects to transfer from Account 271, earned 
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surplus, to such reserve, all or any portion of the $2,911,498.05, reducing the 
annual charges to Account 505, in such latter event, proportionately ; 

(e) With respect to the $5,950,071.60 established in Account 107, Nebraska 
Company proposes the following disposition :-- 


To Account 150, discount on capital stock, representing discount 
incurred in connection with the issuance of preferred stock... $471,170.00 
To Account 151, capital stock expense, representing expenses in- 


curred in the issuance of preferred stock _..______.____._____- 181,405.81 
To Account 250, reserve for depreciation of electric plant, repre- 
senting reversal of portions of write-up recorded in 1917 which 
was credited to reserve for depreciation sicicivienienioonanp alls T Saee 
To Account 250, reserve for depreciation of electric plant, repre- 
senting over-retirements of electric plant (met) ~.-.-.------_-- (377,286.50) 
To Account 270, capital surplus, representing portion of write-ups 
recorded in 1917 at organization of company —_-------~------~- 7,888.73 
To Account 271, earned surplus or, if properly created for such 
purpose, all or any part thereof to Account 270, capital surplus, 
representing write-ups and other improper charges and credits 
COE) inn heehee wid s whl digi edt i Bins bdeelmani atl, 5,380,192.82 
Total ___- S - . : : ‘aus aasastalapeliceseeeae nee 5,950,071.60 


(f) Nebraska Company represents, in its revised studies, that fees paid to 
associated construction companies (Electric Bond and Share Company, Ebasco 
Services Incorporated, Phoenix Construction Company, Phoenix Utility Com- 
pany and Phoenix Engineering Corporation) are included in an undetermined 
amount in Account 100.1, electric plant in service, and Account 100.3, construc- 
tion work in progress, and that it is presently engaged in making a study to 
determine the gross amount of those fees originally capitalized, the unretired 
balance remaining in Accounts 100.1 and 100.3, and the amount of profit to the 
recipients included in such fees ; 

(g) The staff of the Commission has made no field examination of the re- 
vised studies ; 

The Commission finds that: 

(1) It is reasonable and appropriate for the purposes of the Act that 
Nebraska Company dispose of the $2,911,498.05, classified in Account 100.5, by 
equal annual or monthly charges beginning January 1, 1945, over a period of 
10 years, provided such charges are made to Account 537, miscellaneous amor- 
tization, with concurrent credits to Account 252, subject only to the right of 
Nebraska Company to increase the charges to Account 537 and corresponding 
credits to Account 252 in any year or to reduce such income charges to the 
extent Nebraska Company elects to transfer from earned surplus to such re- 
serve all or any portion of the $2,911,498.05, in which latter event any remain- 
ing charges to Account 537 and credits to Account 252 shall be reduced pro- 
portionately ; 

(2) It is reasonable and appropriate for the purposes of the Act that the 
$5,950,071.60, classified in Account 107, be disposed of in the manner described 
in paragraph (e) above; 

(3) It is reasonable and appropriate for the purposes of the Act that Ne- 

. braska Company prepare the studies referred to in paragraph (f) above; 
The Commission orders that: 
(A) Nebraska Company dispose of the $2,911,498.05 classified in Account 
100.5 in the manner described in paragraph (1) above; 
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(B) Nebraska Company dispose of the $5,950,071.60 classified in Account 
107 in the manner described in paragraph (e) above; 
(C) Nebraska Company complete and file the studies referred to in para- 
graph (f) above within three months from the date of this order, together with 
its proposed plans for the classification and disposition, if any, of the profits 
involved in the fees paid which are still reflected in plant accounts; 

(D) Nebraska Company submit, within 30 days after the date of this order, 
certified copies of the entries disposing of the $5,950,071.60 classified in Ac- 
count 107, and within 30 days after the close of each year, beginning with 
1945, certified copies of the entries made during the previous year, in compliance 
with the requirements of this order with respect to the $2,911,498.05, classified 
in Account 100.5; 

(E) Since the staff of the Commission has made no field examination of 
Nebraska Company’s revised classification and original cost studies, the Com- 
mission reserves the right to make any examination or analysis of such studies 
as it may deem necessary and to require Nebraska Company to make further 
accounting adjustments ; 

(F) The provisions of this order shall not be construed as dispensing with the 
necessity for full compliance with the Public Utility Holding Company Act of 
1935 or the rules, regulations and orders issued by the Securities and Ex- 
change Commission. 


Order approving classification of amount in Account 107, 
electric plant adjustments, and proposed disposition thereof 


Kentucky and West Virginia Power Company, Inc. 
(Docket No. IT-5752) 
October 31, 1944 


It appearing to the Commission that: 
(a) On September 7, 1948, 3 F. P. C. 1081, the Commission issued an order 
in this matter approving the disposition of certain amounts classified by Ken- 
tucky and West Virginia Power Company, Inc. (hereinafter called “Kentucky 
Company”) in Account 100.5, electric plant acquisition adjustments, and Ac- 
eount 107, electric plant adjustments, in its revised reclassification and original 
cost studies of electric plant theretofore filed with this Commission pursuant 
to electric plant accounts instruction 2—D of the Uniform System of Accounts 
Prescribed for Public Utilities and Licensees and the order of May 11, 1987, 
pertaining thereto; 

(b) Paragraph (D) of said order of September 7, 1943, provides as follows: 

“Nothing in this order shall be construed as approving the inclusion in Ken- 
tucky Company’s plant accounts of the fees paid American Gas and Electric 
Company, Kentucky’s parent, for engineering and supervision on construction ; 
the propriety of the inclusion of such fees, or any part thereof, being reserved 
for further consideration” ; 

(c) Thereafter investigations were made by the staff of the Commission, and 
conferences held between representatives of Kentucky Company and the staff, 


concerning the amount of profit in the aforementioned fees paid by Kentucky ‘ 


Company to American Gas and Electric Company ; 

‘(d) As a result of these studies and conferences, Kentucky Company on 
September 1, 1944, filed a revision of its original cost statements, in which 
it represents that estimated intercompany profit on engineering and supervision 
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fees paid to American Gas and Electric Company is reflected in its electric 
plant in service account (Account 100.1) as of June 30, 1938, to the extent of 
$306,837.78 ; and classifies said amount in Account 107; 

(e) In its revised studies filed September 1, 1944, Kentucky Company pro- 
poses to dispose immediately of said amount of $306,837.78 classified in Ac- 
count 107 by a charge to Account 271, earned surplus; 

(f) By letter dated September 16, 1944, the Public Service Commission of 
Kentucky has informed this Commission that it favors the foregoing classifi- 
cation of amount in Account 107 and disposition plan proposed by Kentucky 
Company ; 

The Commission finds that: 

(1) The classification by Kentucky Company of the amount of $306,887.78 in 
Account 107, electric plant adjustments, is appropriate in the circumstances ; 

(2) Under the circumstances here presented the proposed disposition by 
Kentucky Company of $306,837.78 as above set forth in paragraph (e) is rea- 
sonable and appropriate for the purposes of the Act; 

The Commission orders that: 

(A) Kentucky Company classify said amount of $306,837.78 in Account 107, 
electric plant adjustments, and dispose of that amount in the manner described 
in paragraph (e) hereof; 

(B) Kentucky Company submit within 30 days from the date of this order, 
certified copies of the entries giving effect to the disposition of the aforesaid 
amount classified in Account 107 as herein approved and directed ; 

(C) The provisions of this order are not to be construed as dispensing with 
the necessity of full compliance with the requirements of the Public Utility 
Holding Company Act of 1985 and the rules, regulations and orders issued by 
the Securities and Exchange Commission. 


Order issuing certificate of public convenience and necessity 
Louisville Gas and Electric Company 
(Docket No. G-—565) 
October 31, 1944 


It appearing to the Commission that: 

(a) On August 11, 1944, Louisville Gas and Electric Company (applicant) 
filed an application for a certificate of public convenience and necessity pur- 
suant to section 7 of the Natural Gas Act, as amended, for authority to con- 
struct and operate the following-described facilities : 

(i) 62 miles of 8-inch and 3 miles of 12-inch transmission pipe line begin- 
ning at applicant’s Cannons Lane mixing station at the city limits of Louis- 
ville, Kentucky, and extending in a southeasterly direction to a proposed point 
of interconnection approximately one mile and a half southeast of Calvary, 
Kentucky, with the pipe line of Tennessee Gas and Transportation Company, 
which pipe line is now under construction ; . 

(ii) A cross connection of 6-inch pipe line, for emergency use only, between 
applicant’s existing 12-inch transmission pipe line and the 24-inch pipe line of 
Tennessee Gas and Transmission Company, where said lines cross in Menifee 
County, Kentucky; 

(iii) Requisite meters, regulators, valves and fittings for use in connection 
with the proposed facilities above described ; 
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(b) After appropriate notice of the Commission’s order of October 3, 1944, 
fixing date for hearing on the application, a public hearing was held in Wash- 
ington, D. C., commencing October 19, 1944; 

(c) The natural gas to be purchased and transported by means of the pro- 
posed facilities is a supplemental supply for applicant’s existing system, and the 
operation of such facilities is required to assure maintenance of adequate 
natural gas service to the consumers presently served by applicant ; 

(d@) The War Production Board has assigned preference ratings to applicant 
for materials to be used in the construction of the’ proposed facilities ; 

(e) No increase in rates is contemplated by reason of the proposed construc- 
tion and operation of such facilities ; 

(f) Applicant will finance the proposed construction from its own corporate 
funds, and it is financially able to construct and operate the facilities as pro- 
posed ; 

(g) Applicants has shown arrangements by which it will obtain a supply 
of 10,000 M.c.f. of natural gas daily from the pipeline of the Tennessee Gas 
and Transmission Company which applicant contemplates transporting through 
the proposed facilities for service in the City of Louisville and environs; 

(h) Such facilities are not intended for use and will not be used for the 
purpose of serving new and additional markets but to maintain service to 
presently existing markets; 

(4) The Public Service Commission of Kentucky, by its order adopted July 
25, 1944, approved the construction and operation of the facilities described 
in paragraph (a), above; 

The Commission, having considered the application and the record thereon 
with respect to the matters involved and the issues presented, jfinds that: 

(1) Applicant, a Kentucky corporation, having its principal place of business 
in Louisville, Kentucky, is engaged in the transportation and sale in inter- 
state commerce of natural gas for resale for ultimate public consumption, and 
is a “natural-gas company” within the meaning of the Natural Gas Act, as 
heretofore found by the Commission in its order entered December 21, 19438, 
in docket No. G-351; 

(2) The facilities described in paragraph (a), above, are proposed to be 
used for the transportation and sale of natural gas, subject to the jurisdiction of 
the Commission, as integral parts of applicant’s existing pipeline system, and 
the proposed construction and operation thereof are subject to the require- 
ments of subsections (c) and (e) of section 7 of the Natural Gas Act, as 
amended ; 

(8) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations of the Commission thereunder ; 

(4) The construction and operation of the facilities described in paragraph 
(a), above, are and will be required by the present and future public conven- 
ience and necessity and a certificate therefor should be granted as hereinafter 
ordered and conditioned ; 

The Commission orders that: 

(A) A certificate of public convenience and necessity be and it is hereby 
issued authorizing the proposed construction and operation by the applicant of 
the facilities referred to in paragraph (a), above, and more fully described in 
the application in this proceeding, for the transportation and sale of natural 
gas therein set forth, subject to the jurisdiction of the Commission, and upon 
the terms and conditions of this order ; 
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(B) Applicant shall report to the Commission in writing, under oath, the 
dates on which construction of the facilities herein authorized was commenced 
and shall complete such construction not later than January 31, 1945; 

(C) This certificate shall not be transferable and is without prejudice to 
the authority of this Commission or any other regulatory body with respect 
to rates, service, accounts, valuation, estimate or determination of cost, or any 
other matter whatsoever now pending or which may come before this Commis- 
sion or other regulatory body, and nothing herein shall be construed as an 
acquiescence by this Commission in any estimate or determination of cost or 
any valuation of property claimed or asserted ; 

(D) Nothing herein is to be construed as affecting in any manner the deter- 
mination of the service area of applicant under section 7(f) of the Natural 
Gas Act, as amended ; 

(E) This certificate shall be effective as long as applicant continues the 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act, as amended, and any pertinent rules, regulations, or orders hereto- 
fore or hereafter issued by the Commission ; 

(F) Appropriate evidence of the issuance of this certificate shall be fur- 
nished to applicant ; 

(G) Operation of the facilities described in paragraph (a@) (ii) above is 
limited to the use of such facilities for emergency purposes only. Notice of the 
proposed operation thereof and of deliveries to be made through such facilities 
shall be reported promptly to the Commission. 


Order suspending proposed increased rates, consolidating 
proceedings, and fixing date of hearing. 


United Fuel Gas Company, Warfield Natural Gas Company, 
Cincinnati Gas Transportation Company, and Huntington 
Development and Gas Company 


(Docket No. G-591, G-440) 
November 2, 1944 


It appearing to the Commission that: 

(a) By order of December 29, 1942, 3 F. P. C. 887, the Commission instituted 
an investigation of United Fuel Gas Company in docket No. G-440 for the pur- 
pose of enabling the Commission to determine (1) whether that company is 
a natural-gas company within the meaning of the Natural Gas Act; and (2) 
whether in connection with any transportation or sale of natural gas subject 
to the jurisdiction of the Commission, any rates, charges, or classifications de- 
manded, observed, charged, or collected, or any rules, regulations, practices, or 
contracts affecting such rates, charges, or classifications are unjust, unreason- 
able, unduly discriminatory, or preferential ; 

(b) By order of July 15, 1943, 3 F. P. C. 1085, the investigation instituted 
by the Commission’s order of December 29, 1942, was enlarged to include an 
investigation of Warfield Natural Gas Company, Cincinnati Gas Transportation 
Company and Huntington Development and Gas Company for the purpose of 
enabling the Commission to make the same determinations with respect to 
each of said companies as specified in the Commission’s order of December 
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29, 1942, with respect to United Fuel Gas Company and as set forth in para- 
graph (a) hereof; 

(c) The orders of December 29, 1942, and July 15, 1943, further provided 
that if the Commission, after hearing has been had, shall find that said com- 
panies are natural-gas companies within the meaning of the Natural Gas Act, 
and that any of their rates, charges, classifications, rules, regulations, practices, 
or contracts subject to the jurisdiction of the Commission are unjust, unrea- 
sonable, unduly discriminatory or preferential, the Commission will determine 
and fix by order or orders the just and reasonable rates, charges, classifica- 
tions, rules, regulations, practices or contracts to be thereafter observed and 
in force; 

(d) Pursuant to orders entered June 14 and September 1, 1944, fixing date 
of hearing in docket No. G-440, hearings were held on October 3 and 4, 1944, 
and recessed to reconvene on November 15, 1944; 

(e) On October 3, 1944, United Fuel Gas Company, Warfield Natural Gas 
Yompany and Cincinnati Gas Transportation Company filed with the Commis- 
sion the following new rate schedules proposing to change the schedules then 
in force as listed below and providing for increased rates for the sales of 
natural gas to the respective companies indicated, effective November 8, 1944: 


UNITED FUEL GAS COMPANY 


New schedule 
filed Schedule 
Oct. 3, 1944 then in force Vendee 





FPC No. 2 Central Kentucky Natural Gas Company 
FPCNo. 5 Cincinnati Gas Transportation Company 
FPC No. 10 jeantiogten eno te Sage os < ompany 
- a nonce ne e Manufacturers Light anc eat ompany 

FPC No. 25 FPC No. 19 Home Gas Company . — 
FPC No. 18 The Ohio Fuel Gas Company 
FPC No. 11 Point Pleasant Natural Gas Company 
FPC No. 6 The Portsmouth Gas Company 


WARFIELD NATURAL GAS COMPANY 


Atlantic Seaboard Corporation 


FPC No. 6 United Fuel Gas Company 





{ FPC No. 2 
FPC No. 1 





CINCINNATI GAS TRANSPORTATION COMPANY 











FPC No. 4 Bracken County Gas Company 
N FPC No. 1 The Cincinnati Gas and Electric Company 
FPC No. 7 FPC No. 3 The Union Light, Heat and Power Company 
FPC No. 2 Kentucky Utilities Company 





(f) Unless suspended by Commission order the new rate schedules United 
Fuel Gas Company FPC No. 25, Warfield Natural Gas Company FPC No. 6 
and Cincinnati Gas Transportation Company FPC No. 7 filed October 3, 1944, 
will become effective as of November 3, 1944, pursuant to the provisions of the 
Natural Gas Act and the amended Provisional Rules of Practice and Regula- 
tions thereunder ; 

(g) The proposed increased rates provided for in the aforesaid new rate 
schedules filed October 3, 1944, may result in excessive rates to the vendee 
companies set forth in paragraph (e) hereof and may place an undue burden 
upon ultimate consumers of natural gas; 
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(h) The proceeding in docket No. G—440 involves, among other things, the 
determination of just and reasonable rates, charges, classifications, rules, 
regulations, practices, or contracts of United Fuel Gas Company, Warfield 
Natural Gas Company and Cincinnati Gas Transportation Company and may 
involve substantially similar issues to those in docket No. G—591; 

The Commission finds that: 

It is necessary, desirable, and in the public interest that a hearing be held 
concerning the lawfulness of the proposed increased rates set forth in the new 
rate schedules filed on October 3, 1944, by United Fuel Gas Company, FPC No. 
25, Warfield Natural Gas Company, FPC No. 6, and Cincinnati Gas Transporta- 
tion Company, FPC No. 7, and that such proposed increased rates be suspended 
pending the hearing and decision thereon ; 

(2) Good cause exists for consolidating for purposes of hearing docket No. 
G-591 and the matters involved in docket No. G—440; : 

(3) Good cause exists for the postponement of the hearing in docket No. 
G—440; 

The Commission orders that: 

(A) The matters involved in docket Nos. G-—591 and G-—440 be and they are 
hereby consolidated for the purposes of hearing ; 

(B) The public hearing in docket No. G—440, heretofore set to be resumed 
on November 15, 1944, be and the same is hereby postponed to November 22, 
1944, at 10 a. m., in the Hearing Room of the Federal Power Commission, 
Hurley-Wright Building, 1800 Pennsylvania Avenue, N. W., Washington, D.C.; 

(C) Concurrently with such hearing in docket No. G—440, a public hearing be 
held concerning the lawfulness of the proposed increased rates, subject to the 
jurisdiction of the Commission, contained in United Fuel Gas Company rate 
schedule FPC No. 25, Warfield Natural Gas Company rate schedule FPC No. 
6, and Cincinnati Gas Transportation Company rate schedule FPC No. 7, which 
rate schedules were filed on October 3, 1944; 

(D) Pending such hearing and decision thereon United Fuel Gas Company 
rate schedule FPC No. 25, Warfield Natural Gas Company rate schedule FPC 
No. 6, and Cincinnati Gas Transportation Company rate schedule FPC No. 7, 
insofar as those schedules provide for increased rates other than for the sale 
of natural gas for resale for industrial use only, be and they are hereby sus- 
pended until April 3, 1945, or until such time thereafter as such increased 
rates shall be made effective in the manner prescribed by the Natural Gas Act; 

(E) During the period of such suspension, the rates of United Fuel Gas 
Company, Warfield Natural Gas Company and Cincinnati Gas Transportation 
Company contained in the following rate schedules shall remain and continue 
in full force and effect, except insofar as such schedules may be for the sale 
of natural gas for resale for industrial use only: 


UNITED FUEL GAS COMPANY 





Rate schedule 





in force 
Oct. 3, 1944 Vendee 

FPC No. Central Kentucky Natural Gas Company 
FPC No. Cincinnati Gas Transportation Company 
FPC No. eg > erin es . ompany 

o 1¢ Manufacturers Light an eat Company 
FPC No. 19_------- Home Gas Company 
Pe OS aces caiesctees The Ohio Fuel Gas Company 
Be ee Beco ckeee Point Pleasant Natural Gas Company 


i.) a See The Portsmouth Gas Company 
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WARFIELD NATURAL GAS COMPANY 








BPC Nol! 2occunce Atlantic Seaboard Corporation 
yg og Se Meters United Fuel Gas Company 


CINCINNATI GAS TRANSPORTATION COMPANY 








Beare. 632245504 Bracken County Gas Company 

PeGcrme® fikl 1. The Cincinnati Gas and Electric Company 
>. 4. a a The Union Light, Heat and Power Company 
FE em midinain Kentucky Utilities Company 





(F) At the hearing in these matters, the burden of proof to show that the 
proposed increased rates are just and reasonable shall be upon United Fuel 
Gas Company, Warfield Natural Gas Company and Cincinnati Gas Transporta- 
tion Company, as provided in section 4(e) of the Natural Gas Act; 

(G) Interested State commissions may participate in said hearing as pro- 
vided in section 67.4 of the Provisional Rules of Practice and Regulations under 
the Natural Gas Act. 


Order further modifying order authorizing transmission 
of electric energy to Mexico 


El Paso Electric Company 
(Docket No. IT-5762) 
November 3, 1944 


Upon application filed September 16, 1944, by El Paso Electric Company 
(“applicant”), of El Paso, Texas, for modification of the Commission’s June 
26, 1942, order, 3 F. P. C. 748, as modified October 13, 1942, 3 F. P. C. 829, 
which limited the amount of electric energy which may be transmitted to 
Mexico monthly and the rate at which it may be transmitted by the aforesaid 
company pursuant to section 202(e) of the Federal Power Act; and 

It appearing that: 

(a) By the Commission’s June 26, 1942, order the amount of electric energy 
authorized to’be transmitted from the United States to Mexico (from a point 
in El Paso, Texas, to Juarez, Chihuahua, Mexico) was limited to 300,000 kilo- 
watt-hours per month at a rate not to exceed 600 kilowatts and by the Com- 
mission’s October 13, 1942, modifying order the amount was increased to 900,000 
kilowatt-hours per month, at a rate not to exceed 1,300 kilowatts on a month 
to month basis, subject to the requirements of applicant’s system ; 

(b) The present application seeks authority to increase the amount of elec- 
tric energy which may be transmitted to Mexico to 1,300,000 kilowatt-hours 
per month at a rate not to exceed 2,500 kilowatts of demand ; 

(c) Applicant states that the requested increase is made necessary because 
of an emergency resulting from the mechanical failure of the generating equip- 
ment of Cia. Mexicana Productora de Luz y Fuerza, S. A., a Mexican corpo- 
ration engaged in the distribution of electric energy in Juarez, Chihuahua, 
Mexico; 

(d) Notice of the filing of the application was published in the Federal 
Register on September 28, 1944 (9 F. R. 11863), and given to interested State 
officials, and no protest or request for hearing thereon has been received; 
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The Commission, having considered the application and the record thereon, 
finds that: 

The proposed increase in the amount of electric energy which may be trans- 
mitted to Mexico as hereinafter authorized will not impair the sufficiency of 
electric supply within the United States nor will it impede or tend to impede 
the coordination in the public interest of facilities subject to the jurisdiction of 
the Commission; and 


It is ordered that: 

(A) The aforesaid June 26, 1942, order, as modified October 13, 1942, au- 
thorizing the exportation of electric energy to Mexico be and it is hereby 
further modified, effective as of August 3, 1944, to limit to 1,300,000 kilowatt- 
hours per month, at a rate not to exceed 2,500 kilowatts of demand, the amount 
of electric energy authorized to be transmitted from the United States te 
Mexico; 

(B) Paragraphs (D), (E), and (F) of the June 26, 1942, order be and they 
are hereby rescinded ; 

(C) The aforesaid authorization, as modified, may be further modified from 
time to time, or terminated upon further order of the Commission, but in no 
event shall such authorization extend beyond the date of termination or ex- 
piraton of the Presidential Permit authorizing the operation, maintenance, and 
connection of the facilities used in the transmission of the electric energy pur- 
suant to such authorization ; 

(D) Applicant shall conduct all operations pursuant to the aforesaid au- 
thorization in accordance with the provisions of the Federal Power Act and 
any pertinent rules, regulations or orders issued by the Commission ; 

(E) Applicant shall install and maintain adequate metering equipment to 
measure the flow of all energy transmitted from the United States to Mexico 
pursuant to the aforesaid authorization; shall make, keep, and preserve full 
and complete records with respect to the movement of such energy; and shall 
furnish to the Commission such reports with respect to said transmission of 
electric energy as the Commission may deem necessary and appropriate and 
in such form and manner as the Commission may prescribe; 

(F) The aforesaid authorization to transmit electric energy from the United 
States to Mexico shall not be transferable or assignable, but shall continue in 
effect temporarily for a reasonable time thereafter in the event of the involun- 
tary transfer of facilities used thereunder by operation of law (including such 
transfers to receivers, trustees or purchasers under foreclosure or judicial sale) 
pending the making of an application for permanent authorization and decision 
thereon, provided notice is promptly given in writing to the Commission ac- 
companied by a statement that the physical facts relating to sufficiency of 
supply, rates, and nature of use remain substantially the same as before the 
transfer ; 

(G) The aforesaid authorization is without prejudice to the authority of this 
Commission, or any other regulatory body, with respect to rates, service, ac- 
counts, valuation, estimate or determination of cost, or any other matter what- 
soever now pending or which may come before this Commission, or other regu- 
latory body, and nothing herein or in the previous orders in this docket shall 
be construed as an acquiescence by this Commission in any estimate or deter- 
mination of cost or any valuation of property claimed or asserted. 
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Order denying petition for reconsideration and modification 


United Fuel Gas Company, Warfield Natural Gas Company. 
Cincinnati Gas Transportation Company, and Huntington 
Development and Gas Company 


(Docket No. G-—440) 
November 3, 1944 


Upon consideration of the joint petition filed on October 4, 1944, by Wesley 
H. O’Dell, Glenn Oil and Gas Company, and Glenn Dearth for reconsideration 
of their petitions for leave to intervene in the above-docketed proceeding filed 
September 4, 1944, and for modification of the Commission’s order of September 
12, 1944, denying intervention and granting to said petitioners the privilege of 
participation, the Public Service Commission of West Virginia having filed on 
October 4, 1944, a statement in the nature of an amicus in support of such 
joint petition; and 

It appearing to the Commission that: 

(a) The interests of Wesley H. O’Dell as an owner in place of natural gas 
in West Virginia under lease with United Fuel Gas Company, and the interests 
of Glenn Oil and Gas Company and Glenn Dearth as gas producers in that 
State, are not directly related to the issues involved in this proceeding; 

(b) Viewed in the light of the decision of the Supreme Court of the United 
States in Federal Power Commission, et al. v. Hope Natural Gas Co., 320 U. S. 
591, 607-615, petitioners have not established such an interest in this proceeding 
as would entitle them to the status of interveners. For in such case (at pages 
607-609, 612-614) the Court stated 3 

“* * * The contention is that the reversionary interests in the leaseholds 
should be represented in the rate proceedings since it is their gas which is 
being sold in interstate commerce. It is argued, moreover, that the owners of 
the reversionary interests should have the benefit of the ‘discovery value’ of 
the gas leaseholds, not the interstate consumers. * * * ” 

We have considered these contentions at length in view of the earnestness 
with which they have been urged upon us. We have searched the legislative 
history of the Natural Gas Act for any indication that Congress entrusted to 
the Commission the various considerations which West Virginia has advanced 
here. And our conclusion is that Congress did not. 

a * * * Ba 

We do not mean to suggest that Congress was unmindful of the interests of 
the producing states in their natural gas supplies when it drafted the Natural 
Gas Act. As we have said, the Act does not intrude on the domain traditionally 
reserved for control by state commissions; and the Federal Power Commission 
was given no authority over ‘the production or gathering of natural gas.’ 
§ 1(b). * * * Thus Congress was quite aware of the interests of the pro- 
ducing states in their natural gas supplies. But it left the protection of those 
interests to measure other than the maintenance of high rates to private com- 
——— <.F 

(c) The Public Service Commission of the State of West Virginia, the State 
of West Virginia, and the Board of Public Works of said State have been 
granted the right of full intervention in this proceeding ; 


1 Also see Alston Coal Co., et al. v. Federal Power Commission, et al., 137 F. 2d 740 
(C.C.A. 10). 
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(d) With respect to any indirect interests that petitioners may have, counsel 
for intervener Public Service Commission of West Virginia, at the session of the 
hearing in this proceeding held October 3, 1944, stated on the record: 

“We feel that the positions of these various parties are so interlocked with 
the interests of the Public Service Commission of the State of West Virginia 
that it would be altogether possible that their interests could be protected by 
those agencies.” (Tr. 30.) 

The Commission orders that: 

The joint petition of Wesley H. O’Dell, Glenn Oil and Gas Company, a corpo- 
ration, and Glenn Dearth, for reconsideration of their petitions for leave to 
intervene and for modification of the Commission’s order of September 12, 1944, 
with respect to such petitions to intervene, be and the same is hereby denied. 

Commissioner Draper dissenting. 


Order approving disposition of amounts classified by company 
in Account 100.5, gas plant acquisition adjustments, and 
Account 107, gas plant adjustments 


Warfield Natural Gas Company 
November 3, 1944 


It appearing to the Commission that: 

(a) On July 20, 1944, Warfield Natural Gas Company filed its proposed re- 
classification and original cost studies of gas plant as of January 1, 1940, pur- 
suant to gas plant accounts instruction 2—-D of the Commission’s Uniform Sys- 
tem of Accounts Prescribed for Natural Gas Companies effective January 1, 
1940, and the Commission’s Order No. 73 pertaining thereto ; 

(b) In such reclassification and original cost studies the company classified 
in Account 100.5, gas plant acquisition adjustments, an amount of $68,261.15 
and in Account 107, gas plant adjustments, an amount of $17,450.30, or a total 
amount in Accounts 100.5 and 107 of $85,711.45; 

(c) In such reclassification and original cost studies the company submitted 
a plan for disposing of such amount of $85,711.45 by the following charges and 
credit : 


Surplus price to. Jahwary .3;+ R008) i ttn $77,313.05 
Se Se I i aes acing tae 35,215.06 
Resseve. for. depletion: (47eGtt). «nn cetncnne, (ER 

ete 2. Fe ee, ees eee Web hie = ay | 85,711.45 


(d) The amount of $68,261.15 classified by the company in Account 100.5, 
gas plant acquisition adjustments, represents the excess of Warfield Natural 
Gas Company’s book cost for certain properties acquired from an affiliate, 
United Fuel Gas Company, over the valid cost to the latter company, and in 
accordance with the provisions of the Uniform System of Accounts should be 
classified in Account 107, gas plant adjustments. In view of the fact, however, 
that the company proposes to dispose of such amount immediately by a charge 
to surplus, for the purpose of this order, proper reclassification of the amount 
to Account 107 before disposition thereof will not be directed ; 

The Commission finds that: 

Under the circumstances here presented, the disposition of the amounts 
classified by the company in Account 100.5, gas plant acquisition adjustments, 
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and in Account 107, gas plant adjustments, as hereinafter authorized and 
directed is reasonable and appropriate for the purposes of the Natural Gas Act; 
The Commission orders that: 
(A) Warfield Natural Gas Company dispose of the amount of $85,711.45 
classified by it in Account 100.5, gas plant acquisition adjustments, and Ac- 
count 107, gas plant adjustments, by the following charges and credit: 


To Account 271, earned surplus, designated by the company as 


“Surniue prior 10, January, 1... Oe | essee~se—ngewieen—se eee $77,313.05 
To Account 250.1, reserve for depreciation of gas plant, designated 
by the company as “Reserve for Retirements” ~.-..-..------~- 85,215.06 


To Account 250.2, reserve for amortization and depletion of pro- 
ducing natural gas land and land rights (credit), designated by 
the company as “Reserve for Depletion” ~__---- ioc bil cilgesidiabibaate (26,816.66) 


er Sa ea baweks wie Dib) 85,711.45 


(B) This order is not to be construed as in any manner approving, or deter- 
mining the propriety of, the classification by the company of the amount of 
$68,261.15 in Account 100.5, gas plant acquisition adjustments, and is without 
prejudice to the authority of this Commission or any other regulatory body, at 
any time hereafter, to make such examinations and analyses of the reclassifi- 
eation and original cost studies submitted as it deems warranted and issue 
further orders with respect thereto ; 

(C) Warfield Natural Gas Company shall submit within thirty days from 
the date of service of this order certified copies of the entries giving effect to 
the disposition herein authorized and directed ; 

(D) The provisions of this order shall not be construed as dispensing with 
the necessity for full compliance with the requirements of the Public Utility 
Holding Company Act of 1935, and the rules, regulations and orders issued 
by the Securities and Exchange Commission. 


Order approving disposition of amounts classified by company 
in Account 100.5, gas plant acquisition adjustments, and 
Account 107, gas plant adjustments 


United Fuel Gas Company 
November 3, 1944 


It appearing to the Commission that: 

(a) On July 18, 1944, United Fuel Gas Company filed its proposed reclassifi- 
eation and original cost studies of gas plant as of January 1, 1939, pursuant 
to gas plant accounts instruction 2-D of the Commission’s Uniform System of 
Accounts Prescribed for Natural Gas Companies effective January 1, 1940, and 
the Commission’s Order No. 73 pertaining thereto. Permission to file such 
studies of gas plant as of January 1, 1939, was granted by the Commission by 
letter to the company dated April 3, 1944; 

(b) In such reclassification and original cost studies the company classified 
in Account 100.5, gas plant acquisition adjustments, an amount of $8,982,815.62 
and in Account 107, gas plant adjustments, an amount of $32,842,832.17 or a 
total amount in Accounts 100.5 and 107 of $41,825,647.79 ; 

(c) On August 19, 1944, the company submitted a suggested plan for dispos- 
ing of such amount of $41,825,647.79 by the following charges and credit: 
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Reserve: for ; depletion: 22 20s lis ects Sl Lia $9,177,356.03 
Reserve: for retiremente: .i—odi a desl ae ee 332,967.49 
Receivables from associated company (Cincinnati Gas Trans- 
portation: ‘OCem@ipeny — 4.2.0 sated ei a 81,497.20 
Contributions in aid of construction (credit) —~-.._._.----__- (327.30) 
Surplus prior to January 1, 1988 ~____-_--_-_-_-_---+-u- 1 8,524,650.45 
Special capital surplus .-..-.-...........c4un hse ie 23,709,5038.92 
TI se aiids ican on cniienscotretensdciinehderosheapdadeteiiabie tt tea taaieeg eneeaaaanmte ae 41,825,647.79 


(d) The amount of $8,982,815.62 classified by the company in Account 100.5, 
gas plant acquisition adjustments, represents an excess included in United Fuel 
Gas Company’s book cost over actual legitimate cost of properties acquired 
from affiliates, and in accordance with the provisions of the Uniform System 
of Accounts should be classified in Account 107, gas plant adjustments. In view 
of the company’s proposal to dispose of the amount immediately by a charge to 
surplus, for the purpose of this order, proper reclassification of the amount to 
Account 107 before disposition thereof will not be directed ; 

(e) The total amount of $32,842,832.17 classified in Account 107, gas plant 
adjustments, includes an amount of $32,124,303.20 representing appraisal write- 
up of gas leaseholds recorded as of December 31, 1918, on the books of United 
Fuel Gas Company and Cabin Creek Gas Company. The latter company at the 
time the write-up occurred was controlled by United Fuel Gas Company, and on 
May 1, 1928, the accounts.of the two companies were merged. The balance of 

718,528.97 included in Account 107 represents amounts arising out of the cor- 
rection of under-retirements and over-retirements of property, and other ac- 
counting errors; 

(f) The company’s reserve for depletion per books as of January 1, 1939, 
and December 31, 1943, includes $8,890,224.74 representing provisions made 
from capital surplus and earned surplus for the purpose of retiring the ap- 
praisal write-up of gas leaseholds ; 

The Commission finds that: 

(1) Under the circumstances here presented, the disposition of the amounts 
classified by the company in Account 100.5, gas plant acquisition adjustments, 
and in Account 107, gas plant adjustments, as hereinafter authorized and 
directed is reasonable and appropriate for the purposes of the Natural Gas Act; 

(2) The amounts hereinafter authorized and directed to be disposed of by 
charges to Account 270, capital surplus, are amounts which arise out of trans- 
actions prior to January 1, 1938; 

The Commission orders that: 

(A) United Fuel Gas Company dispose of the amount of $41,825,647.79 
classified by it in Account 100.5, gas plant acquisition adjustments, and Ac- 
count 107, gas plant adjustments, by the following charges and credit: 

To Account 250.2, reserve for amortization and depletion of pro- 
ducing natural gas land and land rights, designated by the 


company as “Reserve for Depletion” ~__-----.-.-------..-- $9,177,356.08 
To Account 250.1, reserve for depreciation of gas plant, designated 

by the company as “Reserve for Retirements” ~........-.-... 832,967.49 
To Account 126, receivables from associated companies ____--- 81,497.20 
To Account 265, contributions in aid ef construction (credit) —- (327.30) 
To Account 270, capital surplus, designated by company as “sur- 

plus prior to January 1, 1988” ~__---__-----------_.-__--_-_- 8,524,650.45 


To Account 270, capital surplus, designated by company as “Spe- 
cial Capital Surplus” 
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(B) This order is not to be construed as in any manner approving or deter. 
mining the propriety of, the classification by the company of the amount of 
$8,982,815.62 in Account 100.5, gas plant acquisition adjustments, and is without 
prejudice to the authority of this Commission or any other regulatory body, 
at any time hereafter, to make such examinations and analyses of the reclas- 
sification and original cost studies submitted as it deems warranted and issue 
further orders with respect thereto ; 

(C) United Fuel Gas Company shall submit within thirty days from the 
date of service of this order certified copies of the entries giving effect to the 
disposition herein authorized and directed ; 

(D) The provisions of this order shall not be construed as dispensing with 
the necessity for full compliance with the requirements of the Public Utility 
Holding Company Act of 1935, and the rules, regulations and orders issued by 
the Securities and Exchange Commission. 


Order approving disposition of amounts classified by 
company in Account 107, gas plant adjustments 


Cincinnati Gas Transportation Company 
November 3, 1944 


It appearing to the Commission that: 

(a) On May 381, 1944, Cincinnati Gas Transportation Company filed its pro- 
posed reclassification and original cost studies of gas plant as of January 1, 
1940, pursuant to gas plant accounts instruction 2—D of the Commission’s Uni- 
form System of Accounts Prescribed for Natural Gas Companies effective 
January 1, 1940, and the Commission’s Order No. 73 pertaining thereto; 

(b) In such reclassification and original cost studies the company classified 
in Account 107, gas plant adjustments, and amount of $5,930,465.80 ; 

(c) On August 19, 1944, the company submitted a suggested plan for dispos- 
ing of such amount of $5,930,465.80 by the following charges and credit: 


Special. caplbal,. epee isd aco einseinni nee ieicnemesegcehede $4,110,000.00 
Earned surplus since December 31, 1937 ~--...----------------- 118.04 
Payable to associated company (United Fuel Gas Company) -_ (81,497.20) 
Reserve for, retinements®.:..ascicssecstn sb lysed SL ks 1,901,844.96 

NEE os iticnncnncudea de ADI GPL ot TISD RSS 5,930,465.80 


(d) The amount classified in Account 107, gas plant adjustments, consists 
of the following: 


Par value of securities issued to affiliated companies in excess 
of actual cost of construction of company’s pipe line system __ $6,056,643.52 
Cost of property owned by company recorded on the books of 


Waited: Wael. Gas. Company ......- 22h a ee. (81,497.20) 

Corrections of under-retirements and over-retirements of prop- 
erty, and other accounting errors —_-_---------------------- (44,680.52) 
cote eel en andl er nee aaa nee eracpeeem eae liert ~ 5,980,465.80 


(e) The proposed disposition of $4,110,000 will absorb the balance in special 
capital surplus which was created in December, 1940, by a reduction in the par 
value of the preferred, common and common class “B” stock from $100 to $40 
per share; 
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(f) A substantial part of the present balance in reserve for retirements per 
books represents reservations provided in amounts equal to sinking-fund re- 
quirements. Such reserve amounted to 84.4% of the actual cost of plant as of 
December 31, 1943; 

The Commission finds that: 

Under the circumstances here presented, the disposition of the amount clas- 
sified by the company in Account 107, gas plant adjustments, as hereinafter 
authorized and directed is reasonable and appropriate for the purpose of the 
Natural Gas Act; 

The Commission orders that: 

(A) Cincinnati Gas Transportation Company dispose of the amount of $5,- 
930,465.80 classified by it in Account 107, gas plant adjustments, by the follow- 
ing charges and credit: 


To Account 270, capital surplus, designated by the company as 

ORIN , CCN SOU IINOUI «5 cen c.ntkhie-tiehintiin ens tieniaa orchiaiarata tel $4,110,000.00 
To Account 271, earned surplus designated by the company as 

“Earned Surplus since December 31, 19387" ~__._--_---__-_____-__ 118.04 
To Account 223, payables to associated companies (credit) ~~_- (81,497.20) 
To Account 250.1, reserve for depreciation of gas plant, designated 

by the company as “Reserve for Retirements” ~_-..__--_-_-_ 1,901,844.96 


FRG sess csienyctlesdnaecsliweied since hanntsnntptelasnbionitcited ~-5,980,465.80- 


(B) This order is without prejudice to the authority of this Commission 
or any other regulatory body at any time hereafter, to make such examinations 
and analyses of the reclassification and original cost studies submitted as it 
deems warranted and issue orders with respect thereto ; 

(C) Cincinnati Gas Transportation Company shall submit within thirty 
days from the date of service of this order certified copies of the entries giving 
effect to the disposition herein authorized and directed ; 

(D) The provisions of this order shall not be construed as dispensing with 
the necessity for full compliance with the requirements of the Public Utility 
Holding Company Act of 1935, and the rules, regulations and orders issued 
by the Securities and Exchange Commission. 


Order drawing applications and directing licensee 
to show cause 


Crisp County, Georgia 
(Project No. 659) 
November 10, 1944 


Upon consideration of applications filed April 6, 1989, and August 23, 1943, 
by Crisp County for amendment of the license for project No. 659 to authorize 
operation of the project reservoir above elevation 517 as now provided in the 
license; and 

It appearing that: 

(a) The application filed April 6, 1939, requests amendment of the license 
to authorize raising of the reservoir to maximum elevation 527 feet, and the 
application filed August 23, 1943, requests authority to raise the reservoir to 
maximum elevation 532 feet ; 

(b) The licensee has been repeatedly advised that it should not raise the 
reservoir above the maximum provided in the license, namely elevation 517 feet, 
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without authority, and particularly that during the period from May 15th to 
October 15th each year, the season of malaria mosquito production, the reser- 
voir must not exceed elevation 517 until satisfactory clearing has been com- 
pleted ; 

(c) Article 19 of the license as amended September 22, 1930, requires the 
licensee, before storing water above elevation 517 feet, to clear that portion of 
the reservoir area which lies without and adjacent to the area between con- 
tour of elevation 512 feet and a line 15 feet horizontally outside of the contour 
of elevation 527 feet, and no such clearing work has been performed by licensee ; 

(d) Article 20 of the license as amended September 22, 1980, requires the 
licensee to control the breeding of malarial mosquitoes in the reservoir by the 
oil-air method or such other method as may be approved by the State Board 
of Health of Georgia; 

(e) The licensee has not shown that it has taken adequate measures to in- 
sure the safety of the dam, spillway, and gates, nor that it has taken adequate 
measures for additional protection of the earth dam and of the road-bed of the 
Seaboard Air Line Railway from erosion, nor has licensee submitted plans 
showing the proposed extensions on top of the tainter gates to raise the reser- 
voir elevation 5 feet above elevation 527 feet for which the gates were designed, 
nor has licensee filed maps showing additional lands which would be flooded 
or giving the revised project boundary if the reservoir is raised to elevation 
582 feet ; 

(f) In March, 1989, the licensee entered into an express agreement with the: 
State Board of Health of Georgia (now the Department of Public Health) with 
respect to the malarial mosquito control operations which the licensee would 
carry on upon raising of the reservoir above elevation 517 feet ; 

(g) The Department of Public Health of the State of Georgia has reported 
that the licensee is not complying with its agreement with the State with re- 
spect to clearing the reservoir area and carrying out malaria mosquito con- 
trol procedure ; 

(h) The licensee has continued to raise the reservoir above elevation 517 
feet, during two months of this year the reservoir having reached a maximum 
elevation of 531.1 feet and during three other months having reached a maxi- 
mum elevation of 529.9 feet ; 

The Commission finds that: 

Under the circumstances the licensee has not shown that it would be in the 
public interest to amend the license for project No. 659 to authorize raising 
the reservoir to a maximum elevation of more than 517 feet; the pending ap- 
plications for amendment should be denied, and the licensee should be required 
to show cause why it should not comply with the terms of the license: 

It is ordered that: 

(A) The applications filed April 6, 1989, and August 23, 1943, for amendment 
of the license for project No. 659 be and they are hereby denied; 

(B) The licensee shall, under oath and on or before December 1, 1944, show 
cause why it should not be required to cease raising the reservoir of project 
No. 659 above elevation 517 feet, and why it should not otherwise strictly 
comply with the terms of the license. 
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Order authorizing issuance of bonds 


Community Public Service Company 


(Doeket No. IT-5921) 
November 10, 1944 


Community Public Service Company (“applicant”), a corporation having its 
principal business office at Fort Worth, Texas, filed its application on October 
10, 1944, and amendments and supplements thereto on October 12, 1944, October 
19, 1944, October 26, 1944, and November 2, 1944, requesting an order authoriz- 
ing the issuance of certain first mortgage bonds, as more specifically set forth 
in the application and exhibits attached thereto; 

Upon consideration of the verified application, as amended and supplemented, 
and the record thereon, it appears that: 

(a) Applicant proposes to issue $6,000,000 principal amount of first mortgage 
bonds, series A, 3%, to be dated-November 1, 1944, and to be due November 
1, 1969. Said bonds are to be issued under a certain indenture of mortgage 
and deed of trust dated as of November 1, 1944, between Community Public 
Service Company and City National Bank and Trust Company of Chicago, as 
trustee ; 

(b) The purpose of the issuance of the bonds is to enable applicant to refund 
its outstanding first mortgage bonds, 4% series due 1964, in the principal 
amount of $6,805,000; 

(c) The bonds will be sold to Equitable Life Assurance Society of the United 
States, Connecticut Mutual Life Insurance Company and Teachers Insurance 
and Annuity Association of Amercia, at principal amount thereof plus accrued 
interest to date of delivery. A finder’s fee of $20,000, being 1/3 of 1% of prin- 
cipal amount of the bonds, will be paid to Central Republic Company of Chi- 
cago, for services in connection with the sale of the bonds. The total expense 
in connection with the proposed issue including said fee is estimated at 
$62,275: 


eye lds 

(d) Written notice of the aforesaid application has been given to the Public 
Service Commissfon of Kentucky, the Louisiana Public Service Commission, the 
New Mexico Public Service Commission and the Railroad Commission of Texas, 
and to the Governor of each of those States. Reasonable notice of the applica- 
tion has also been given by the publication in the Federal Register on October 
17, 1944, Volume 9 at page 12555, of notice of application stating that any per- 
son desiring to be heard or to make any protest with reference to the applica- 
tion should file a petition or protest on or before October 30, 1944. No protest 
or petition or request to be heard in opposition to the granting of such applica- 
tion has been received ; 

(e) On November 9, 1944, the New Mexico Public Service Commission issued 
an order authorizing the issuance of said bonds; 

The Commission, having considered said application, as amended and supple- 
mented, and the record thereon, finds that: 

(1) Applicant is a corporation organized and existing under the laws of the 
State of Delaware and is engaged in the business of generating, transmitting 
and distributing electric energy to the public within the States of Texas, New 
Mexico, Kentucky and Louisiana ; 

(2) Applicant owns and operates facilities among others, for the transmis- 
sion and sale at wholesale of electric energy in interstate commerce, including 
among others a 33-kv transmission line approximately twenty-five miles in 
length extending from Florence, Kentucky, to Williamstown, Kentucky, and sub- 











772 FEDERAL POWER COMMISSION 


stations appurtenant thereto, by means of which electric energy is transmitted 
and a part thereof sold at wholesale, which energy is generated in Ohio and 
transmitted therefrom to the aforementioned facilities over facilities of The 
Cincinnati Gas & Electric Company and The Union Light, Heat & Power Com- 
pany, and consumed in Kentucky by persons other than the transmitters thereof. 
Applicant is, therefore, a public utility within the meaning of that term as 
used in section 204 of the Federal Power Act; 

(3) The issue of bonds as described in paragraph (a), above, is an issue 
of securities within the meaning and subject to the requirements of section 
204 of the Federal Power Act; 

(4) Applicant is not organized and operating in a State under the laws of 
which its security issues are regulated by a State commission within the mean- 
ing of section 204(f) of the Federal Power Act, and the proposed issue is, 
therefore, not exempt by virtue of that section from the requirements of sec- 
tion 204 of the Act; 

(5) The proposed issue of securities will enable applicant to refund its out- 
standing debt at a substantial saving in interest ; 

(6) There is no affiliation, direct or indirect, through directors, officers, or 
stockholders, or through ownership of securities or otherwise, existing between 
applicant and Central Republic Company, and the finder’s fee to be paid was 
fixed by arm’s-length bargaining and appears not unreasonable; 

(7) The price at which said bonds will be sold will result in an effective 
interest rate which appears not unreasonable for the grade and type of security ; 

(8) The proposed issuance of bonds will not result in the capitalization of 
the right to be a corporation, or of any franchise, permit, or contract for con- 
solidation, merger, or lease in excess of the amount (exclusive of any tax or 
annual charge) actually paid as the consideration for such right, franchise, 
permit, or contract ; 

(9) The proposed issue of securities as hereinafter authorized will be for 
a lawful object, within the corporate purposes of the applicant and compatible 
with the public interest, which is appropriate for and consistent with the proper 
performance by the applicant of service as a public utility and which will not 
impair its ability to perform that service, and is reasonably appropriate for 
such purposes ; 

The Commission orders that: 

(A) The proposed issue of securities is authorized upon the terms and condi- 
tions and for the purposes set forth in the application as amended and supple- 
mented, subject to the provisions of this order ; 

(B) This authorization shall expire unless the transaction hereby authorized 
is consummated within sixty (60) days after the date of this order; 

(C) The foregoing authorization is without prejudice to the authority 
of this Commission or any other regulatory body with respect to rates, 
service, accounts, valuation, estimates or determinations of cost, or any other 
matter whatsoever which may come before this Commission, or any other 
regulatory body, and nothing in this order shall be construed as an acquies- 
cence by this Commission in any estimate or determination of cost or any 
valuation of property claimed or asserted ; 

(D) Nothing in this order shall be construed to imply any guarantee or 
obligation on the part of the United States in respect to any securities to which 
this order relates ; 

(E) The applicant shall report with reference to the subject matter hereof 
as required by the Commission’s Rules of Practice and Regulations. 
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Order approving disposition of amounts in Account 100.5, 

electric plant acquisition adjustments, and Account 107, 

electric plant adjustments, and.requiring submission of 
additional studies ‘ 


Pennsylvania Power & Light Company 
(Docket No. IT-5873) 
November 10, 1944 


It appearing to the Commission that: 

(a) On December 17, 1943, the Commission issued an order requiring Penn- 
sylvania Power & Light Company (the “company”) to show cause, under oath, 
if any there be, why the company should not be required to classify $15,668,- 
403.46 in Account 100.5, electric plant acquisition adjustments, $50,858,491.05 
in Account 107, electric plant adjustments, and $144,411,286.82 in Account 
100.6, electric plant in process of reclassification; dispose of $16,806,958.17 of 
the $50,858,491.05 in the manner set forth by the staff of the Commission in a 
report which was served on the company concurrently with the service of the 
order of December 17, 1943; submit plans for the disposition of the balance of 
$34,051,532.88 and the $15,668,403.46 proposed for classification in Accounts 
107 and 100.5, respectively; and prepare and submit revised reclassification 
and original cost studies respecting the $144,411,286.82, in conformity with the 
requirements of the Commission’s Uniform System of Accounts and its order 
of May 11, 1937; 

(b) The company filed its response on February 14, 1944, and shortly there- 
after requested an opportunity to confer with the Commission’s staff. Pursuant 
to such request, representatives of the company and the Commission’s staff 
conferred on several occasions. At these conferences the company submitted 
data which had not been available to the staff. prior thereto with the result 
that an understanding was reached, subject to approval of the Commission, 
with respect to the appropriate disposition of amounts classified in Accounts 
100.5 and 107, and the necessity for the preparation and submission by the 
company of additional studies respecting the balance of its plant accounts as 
of January 1, 1937, after deducting the amounts classified in Accounts 100.5 
and 107. On November 8, 1944, the company submitted such proposals, as dis- 
cussed in the conferences referred to above, for the Commission’s approval; 

(c) The company proposes to classify $39,606,654.15 in Account 100.5 and to 
dispose of $13,676,533.14 thereof, representing the excess over original cost 
arising from the acquisition of utility plant known as the Harrisburg-Lancaster 
group from United Gas and Electric Corporation, as follows: 


To Account 271, earned surplus —_-----_...-.--.---_________-. $8,817,768.31 
To Account 265, contributions in aid of construction __...__._._._. 1,308,436.23 
To Account 250, reserve for depreciation ~--...----------~---- 3,498,000.00 
To Account 270, capital surplus ~-__------------~- pty deiacaie a ei 52,333.60 

13,676,533.14 


(d) The company proposes to amortize the remaining balance of $25,930,- 
121.01 in Account 100.5 over a 15-year period, beginning January 1, 1945, by 
equal monthly charges to Account 505, amortization of electric plant acquisition 
adjustments, with concurrent credits to Account 252, reserve for amortization 
of electric plant acquisition adjustments ; 
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(e) As of January 1, 1937, the company proposes to classify $26,555,091.96 in 
Account 107. Of this amount the company disposed of $14,008,673.57, subsequent 
to January 1, 1987, by charges to earned surplus and other balance sheet ac- 
counts, and proposes to dispose of the remaining balance of $12,551,418.39 as 
follows: 


To Account 150, discount on capital stock, representing discount 

i SG, i Ni ee ee nn ck siie eddclnnn $69,556.56 
To Account 151, capital stock expense, representing expense on 

OTOIT OT RIOR ik os he es 2,154,417.33 
To Account 250, reserve for depreciation, representing a reversal 

of portion of a write-up of plant account which was credited to 

eg, ee Rt apn nla dlp «ep. is el A 1,346,486.77 
To Account 270, capital surplus, representing remainder of 

ummurrnces “100 ARUNT” Dore 4 Shs Nes ie ie aie oa as seh ots 8,480,957.73 


ON ge ea ce case ts rr a big creak 4 eae 12,551,418.39 


(f) The company also proposes to prepare and submit revised reclassification 
and original cost studies with respect to the balance of its electric plant ac- 
counts, as of January 1, 1937, after deduction of the $66,161,746.11 to be clas- 
sified in Accounts 100.5 and 107; 

(g) Of the $39,606,654.15 to be classified in Account 100.5, $13,676,533.14 
representing an excess over original cost arising from the acquisition of utility 
plant from United Gas and Electric Corporation is considered by the Com- 
mission’s staff to be more appropriately classifiable in Account 107 rather than 
in Account 100.5. However, the company proposes an immediate disposition of 
the amount of $13,676,533.14 and accordingly there is no occasion to inquire 
further into the classification of that amount before disposition ; 

The Commission finds that: 

(1) The disposition of the $13,676,533.14, classified in Account 100.5, in the 
manner described in paragraph (c) above is reasonable and appropriate for 
the purposes of the Federal Power Act; 

(2) The disposition of the $25,9380,121.01, classified in Account 100.5, in the 
manner described in paragraph (d) above is reasonable and appropriate for 
the purposes of the Act, provided the amortization is made through charges 
to Account 537, miscellaneous amortization ; 

(3) The disposition of the remaining balance of $12,551,418.39, classified in 
Account 107, in the manner described in paragraph (e) above, is reasonable 
and appropriate for the purposes of the Federal Power Act ; 

(4) It is reasonable and appropriate for the purposes of the Act that the 
company prepare and submit revised reclassification and original cost studies 
with respect to $144,776,435.22, representing the balance of its electric plant 
accounts as of January 1, 1937; 

The Commission orders that: 

(A) The company dispose of the $39,606,654.15 in Account 100.5 and the 
$12,551,418.39 in Account 107 in the manner described in paragraphs (c), (2), 
and (e), above; 

(B) The company prepare and submit on or before December 1, 1945, revised 
reclassification and original cost studies with respect to the balance of its 
electric plant accounts in the amount of $144,776,435.22 as of January 1, 1937, 
after deduction of the amounts in Accounts 100.5 and 107; 

(C) The company submit monthly reports in duplicate to the Commission 
within 10 days after the close of each calendar month from the date hereof, 
showing in detail the progress made during the preceding month toward com- 
pletion of the revised studies; 
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(D) The company submit certified copies of the entries effecting disposition 
herein approved within 60 days after the date of this order, with the excep- 
tion that the entries effecting disposition of amounts in Account 100.5 by 
charges to Account 537 shall be submitted within 30 days after the close of 
each year beginning with 1945; 

(E) The provisions of this order are not to be construed as dispensing with 
the necessity for full compliance with the requirements of the Public Utility 
Holding Company Act of 1935, and the rules, regulations and orders issued by 
the Securities and Exchange Commission. 


Order issuing certificate of public convenience and necessity 
New York State Natural Gas Corporation 
(Docket No. G—557) 
November 10, 1944 


It appears to the Commission that: 

(a) On June 20, 1944, New York State Natural Gas Corporation (applicant) 
filed an application for a certificate of public convenience and necessity pur- 
suant to section 7(c) of the Natural Gas Act, as amended, authorizing it to 
acquire from the Peoples Natural Gas Company and operate the following 
described facilities : 

(i) A twelve-inch transmission line approximately 89.44 miles in length, be- 
ginning at a gate valve on property of Charles Eshbaugh in Limestone Town- 
ship, Clarion County, Pennsylvania, and extending in a northeasterly direction 
to the junction between said pipe line and a ten-inch pipe line now owned by 
applicant on property of the Oswayo Chemical Company in Hebron Township, 
Potter County, Pennsylvania, together with a private telephone line which 
generally parallels said pipe line, and the rights-of-way, leases, licenses and 
permits upon or pursuant to which the pipe lines and the telephone line are 
located or operated; 

(ii) 58 feet of twelve-inch pipe line connecting with the pipe line proposed 
to be acquired and extending across the boundary line between the property 
of Charles Eshbaugh in Limestone Township, Clarion County, Pennsylvania, 
and the site of the Pew Compressing Station of the Peoples Natural Gas Com- 
pany; 

(b) Pursuant to the Commission’s order dated June 26, 1944, and subsequent 
order of July 11, 1944, and after appropriate notice thereof, a public hearing 
was held in Washington, D. C., on August 16, 1944; 

(c) The pipe line described in paragraph (a) (i), above, proposed to be 
acquired and operated by applicant, was constructed in December, 1936, by the 
Peoples Natural Gas Company and used by the latter until December 5, 1939, 
for transporting natural gas produced in northern Pennsylvania and western 
New York, which it purchased from applicant. Since December 5, 1939, appli- 
cant has operated said pipe line under an agreement of lease between it and the 
Peoples Natural Gas Company, entered into on that date, and since extended 
by supplemental agreements dated October 1, 1940, and April 3, 1941, at an 
annual rental of $120,000, and has been purchasing natural gas from Peoples 
Natural Gas Company since December 5, 1939. Such operation was authorized 
by this Commission in its order of October 27, 1942, docket No. G-812, 3 
F. P. C. 844; 


679357—46—52 











776 FEDERAL POWER COMMISSION 


(d@) On May 15, 1944, applicant and Peoples Natural Gas Company entered 
into an agreement of sale by which applicant is to acquire the facilities de- 
scribed in paragraph (a), above. The previous lease agreement between appli- 
cant and Peoples Natural Gas Company and the purchase of gas by applicant 
from Peoples Natural Gas Company are to terminate contemporaneously with 
the consummation of the agreement of sale; 

(e) The Commission in its-order of April 26, 1944, in docket No. G—508, au- 
thorized applicant to construct and operate a 12%-inch transmission pipe line 
approximately 127 miles in length and extending from the Pennsylvania-West 
Virginia boundary line to a point of connection with the leased line of Peoples 
Natural Gas Company near the Pew Compressing Station, Pennsylvania. The 
construction of this line will permit applicant to receive natural gas from the 
Hope Natural Gas Company in substitution for that purchased from the Peoples 
Natural Gas Company. The ownership and operation of the leased line de- 
scribed in paragraph (a), above, will permit applicant to own and operate a 
continuous pipe line from this new source of gas supply, thus enabling it to 
render better service to the public; 

(f) Peoples Natural Gas Company is not rendering any service by means of 
the facilities proposed to be acquired and there will be no abandonment of 
service or facilities used in interstate commerce by reason of the proposed ac- 
quisition ; 

(g) The consideration to be paid by applicant for the facilities described 
in paragraph (a), above, is $815,256.77, which is represented as being the de- 
preciated original cost of such facilities as of December 31, 1943. Applicant 
proposes to finance the purchase of the facilities by issuing new capital stock 
to its parent company, Consolidated Natural Gas Company, at par for cash; 

(h) The change in ownership of the facilities described in paragraph (a), 
above, will not affect the operating expenses of applicant as it now bears all 
the direct operating and maintenance expenses in connection with the operation 
of such facilities under its lease with Peoples Natural Gas Company ; 

(i) Subsequent to the hearing in this proceeding, the Public Utility Commis- 
sion of Pennsylvania issued a certificate of public convenience to Peoples 
Natural Gas Company on October 16, 1944, authorizing the latter to sell to 
applicant the facilities described in paragraph (a), above, and rescinding all 
conditions imposed by such Commission in previous orders authorizing the 
construction, operation and subsequent easing of the facilities described in 
paragraph (a) (i) above; 

(j) The facilities described in paragraph (a), above, are proposed to be 
operated as an integral part of applicant’s existing system which consists prin- 
cipally of interconnected pipe lines and appurtenant facilities, located in the 
States of New York and Pennsylvania and used for the transportation and 
sale of natural gas in interstate commerce for resale for ultimate public con- 
sumption ; 

(k) The operation by applicant of the natural gas facilities, described in 
paragraph (a), above, is necessary for the continuance of adequate natural 
gas service to its present customers ; 

(1) Applicant’s acquisition of the natural gas facilities described in paragraph 
(a), above, will result in simplification of operation ; 

(m) Applicant proposes to continue in effect its present rates to its cus- 
tomers, and no increase in rates is contemplated by reason of the acquisition 
and operation of the facilities described in paragraph (a), above; 

(n) The gas supplies available to applicant are the gas reserves of its 
affiliate, Hope Natural Gas Company, together with gas available to that com- 
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pany through purchase from producers in West Virginia and from the Tennessee 
Gas and Transmission Company. Such gas reserves are adequate to meet the 
requirements of applicant’s customers ; t 

The Commission, having considered the application and the record thereon 
with respect to the matters involved and the issues presented, finds that: 

(1) Applicant, a New York corporation having its principal place of business 
in Pittsburgh, Pennsylvania, is engaged in the transportation and sale in inter- 
state commerce of natural gas for resale for ultimate public consumption and 
is a “natural-gas company” within the meaning of the Natural Gas Act, as here- 
tofore found by the Commission in its order of October 27, 1942, in docket No. 
G-312, supra; 

(2) The natural gas facilities referred to in paragraph (a), above, are and 
will be used for the transportation and sale of natural gas, subject to the 
jurisdiction of the Commission, and the acquisition and operation thereof by 
the applicant are subject to the requirements of subsections (c) and (e) of 
section 7 of the Natural Gas Act, as amended ; 

(3) Applicant is able and willing properly to do the acts and perform the 
service proposed and to conform to the provisions of the Natural Gas Act, as 
amended, and the requirements, rules and regulations of the Commission there- 
under ; 

(4) The proposed acquisition and operation by applicant of the facilities 
described in paragraph (a), above, are and will be required by the present and 
future public convenience and necessity, and a certificate therefor should be 
granted as hereinafter ordered and conditioned ; 

Therefore, the Commission orders that : 

(A) A certificate of public convenience and necessity be and it hereby is 
issued authorizing applicant to acquire and operate the facilities of Peoples 
Natural Gas Company, referred to in paragraph (a), above, and more fully 
described in the application in this proceeding and exhibits appended thereto, 
for the transportation and sale of natural gas, subject to the jurisdiction of 
the Commission, upon the terms and conditions of this order ; 

(B) This certificate is conditioned upon the proposed acquisition of the 
facilities referred to in paragraph (@), above, being consummated within 90 
days after the date of this order. Applicant shall report to the Commission 
under oath, within ten days after the acquisition of the facilities, the fact of 
such acquisition and the terms and conditions thereof ; 

(C) This certificate is issued on the further condition that the price to be 
paid by applicant for the facilities herein proposed to be acquired shall not 
exceed the depreciated original cost of such facilities as of the date of con- 
summation of the acquisition. Within six months from the date of consum- 
mation of the proposed acquisition, applicant shall file with the Commission 
a statement of the accounting entries made to record such acquisition on the 
books of applicant in accordance with the Uniform System of Accounts pre- 
scribed for natural gas companies ; 

(D) This certificate shall not be transferable and is without prejudice to 
the authority of this Commission or any other regulatory body with respect 
to rates, service, accounts, valuation, estimate or determination of cost, or 
any other matter whatsoever now pending or which may come before this 
Commission or any other regulatory body, and nothing herein shall be con- 
strued as an acquiescence by this Commission in any estimate or determination 
of cost or any valuation of property claimed or asserted ; 

(E) Nothing herein is to be construed as affecting in any manner the deter- 
mination of the service area of applicant or of any other natural gas company 
under section 7(f) of the Natural Gas Act; 
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(F) This certificate shall be effective as long as applicant continues the 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act, as amended, and any pertinent rules, regulations, or orders hereto- 
fore or hereafter issued by the Commission ; 

(G) Appropriate evidence of the issuance of this certificate shall be fur- 
nished to applicant. 


Order issuing certificate of public convenience and necessity 
United Natural Gas Company 
(Docket No. G-563) 
November 21, 1944 


It appears to the Commission, that: 

(a) On July 31, 1944, United Natural Gas Company (applicant) filed an 
application for a certificate of public convenience and necessity pursuant to 
section 7 of the Nattiral Gas Act, as amended, for authority to construct and 
operate approximately 37144 miles of 12%4-inch O. D. pipe line beginning at the 
point of delivery of gas to it by The Manufacturers Light and Heat Company, 
near the latter’s Ellwood City compressing station in Beaver County, Pennsyl- 
vania, and extending in a northerly direction to applicant’s Mineral compress- 
ing station in Venango County, Pennsylvania ; 

(b) At the hearing held in this matter, applicant’s counsel moved to amend 
the application to include a request for a certificate of public convenience and 
necessity pursuant to section 7 of the Natural Gas Act, as amended, for au- 
thority to construct and operate approximately 18.2 miles of 12%-inch pipe 
line beginning at the Van compressing station of applicant in Venango County, 
Pennsylvania, and extending in a westerly direction to applicant’s Mineral 
compressing station in Venango County, Pennsylvania, which facilities have 
been heretofore constructed by applicant. The Trial Examiner granted 
the motion to so amend the application and evidence was received at the 
hearing with respect to the facilities covered in such amendment ; 

(c) After appropriate notice of the Commission’s order of August 31, 1944, 
fixing date of hearing on the application, a public hearing was held in Wash- 
ington, D. C., on September 11, 1944, and no protest to the application has 
been received ; 

(d) On January 14, 1944, applicant entered into a contract with The Manu- 
facturers Light and Heat Company for the purchase, by applicant, of 3,160- 
000 M.c.f. of natural gas annually for a period of ten years, delivery of such 
gas to commence on the date that The Manufacturers Light and Heat Com- 
pany receives gas directly or indirectly from the pipe line of the Tennessee 
Gas and Transmission Company ; 

(e) By order of the Commission adopted July 22, 1944, in docket No. G—510, 
The Manufacturers Light and Heat Company was authorized to sell to appli- 
eant 3,160,000 M.c.f. of natural gas annually until further order of the Com- 
mission. (See Commission opinion In the Matter of the Hope Natural Gas 
Company, et al., docket Nos. G-507, G-508, G-510, G-516, G-519, 4 F. P. C. 59) ; 

(f) The facilities described in paragraphs (a) and (b), above, are required 
by applicant in order that it may receive, transmit, and distribute the natural 
gas it proposes to purchase from The Manufacturers Light and Heat Company 
under its existing contract; 

(g) The facilities described in paragraphs (a) and (b) are proposed to be 
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operated as integral parts of applicant’s existing system which consist princi- 
pally of interconnected pipe lines and appurtenant facilities located in the State 
of Pennsylvania and used for the transportation and sale of natural gas in 
interstate commerce for resale for ultimate public consumption ; 

(h) Applicant will finance the proposed construction from its own corpo- 
rate funds, and it is financially able to construct and operate the facilities as 
proposed ; 

(i) The operation by applicant of the natural gas facilities described in 
paragraphs (a) and (b) above is necessary for the maintenance of adequate 
natural-gas service to its present customers ; 

(j) The War Production Board has assigned preference ratings to applicant 
for the materials required in the construction and operation of the proposed 
facilities ; 

(k) Applicant proposes to continue in effect its present rates to its customers, 
and no increase in rates is contemplated by reason of the proposed construc- 
tion and operation of the facilities referred to in paragraphs (a@) and (b) above; 

(Ll) Applicant’s gas supply is adequate to meet the requirements resulting 
from the operation of the proposed facilities ; 

The Commission, having considered the application and the record thereon 
with respect to the matters involved and the issues presented jinds that: 

(1) Applicant, a Pennsylvania corporation, having its principal place of 
business in Oil City, Pennsylvania, is engaged in the transportation and sale 
in interstate commerce of natural gas for resale for ultimate public consump- 
tion and is a “natural-gas company” within the meaning of the Natural Gas 
Act, as heretofore found by the Commission in its order of March 30, 1948, in 
docket No. G-328, 3 F. P. C. 959; 

(2) The proposed natural-gas facilities referred to in paragraphs (@) and 
(b) above are and will be used in the transportation and sale of natural gas, 
subject to the jurisdiction of the Commission, as integral parts of applicant’s 
existing pipe-line system, and such proposed construction and operation by 
applicant are subject to the requirements of subsection (c) and (e) of section 
7 of the Natural Gas Act, as amended ; 

(3) Applicant is able and willing properly to do the acts and perform the 
service proposed and to conform to the provisions of the Natural Gas Act, as 
amended, and the requirements, rules and regulations of the Commission 
thereunder ; 

(4) The proposed construction and operation by applicant of the facilities 
described in paragraphs (a@) and (6) above are and will be required by the 
present and future public convenience and necessity, and a certificate therefor 
should be granted as hereinafter ordered ; 

(5) It is consistent with the public interest to approve the Trial Examiner’s 
action in receiving evidence as to the hearing in this matter with respect to the 
facilities referred to in paragraph (b) above; 

Therefore, the Commission orders that: 

(A) The Trial Examiner’s action in receiving evidence with respect to the 
facilities referred to in paragraph (b) above is hereby approved ; 

(B) A certificate of public convenience and necessity be dnd it is hereby 
issued authorizing applicant to construct and operate the facilities referred to 
in paragraph (a) above and to operate the facilities referred to in paragraph 
(b) above, all as more fully described in the application as amended in this 
proceeding and exhibits appended thereto, for the transportation and sale of 
natural gas, subject to the jurisdiction of the Commission, upon the terms and 
conditions of this order ; , 
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(C) Applicant shall complete the construction of the facilities herein au- 
thorized on or before December 31, 1944, and it shall report to the Commission 
in writing, under oath, the completion date of the facilities herein authorized, 
together with the date they are put in operation ; 

(D) This certificate shall not be transferable and is without prejudice to 
the authority of this Commission or any other regulatory body with respect 
to rates, service, accounts, valuation, estimate or determination of cost, or any 
other matter whatsoever now pending or which may come before this com- 
mission or other regulatory body, and nothing herein shall be construed as an 
acquiescence by this Commission in any estimate or determination of cost or 
any valuation of property claimed or asserted ; 

(E) Nothing herein is to be construed as affecting in any manner the deter- 
mination of the applicant’s service area under section 7(f) of the Natural 
Gas Act; 

(F) This certificate shall be effective as long as the applicant conducts the 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act and any pertinent rules, regulations or orders heretofore or hereafter 
issued by the Commission ; 


(G) Appropriate evidence of the issuance of this certificate shall be furnished 
to the applicant. 


Order fixiny date for hearing and suspending proposed 
increased rates 


Allegany Gas Company 
(Docket No. G-—597) 
November 30, 1944 


It appearing to the Commission that: 

(a) Allegany Gas Company has on file with the Commission the rate sched- 
ules hereinafter enumerated with supplements thereto providing for the sale 
of natural gas by Allegany Gas Company to the respective companies indicated 
for resale for ultimate public consumption for domestic, commercial, industrial 
or other use: 


Rate schedule Supplements Vendee 


FPC No. ¢ Crystal City Gas Company. 

FPC No. Addison Gas and Power Company. 

a, Southport Gas Company. 

FPC No. § 4 New York State Electric & Gas Corporation. 


(b) On September 30, 1944, Allegany Gas Company submitted to the Com- 
mission for filing a new rate schedule designated Allegany Gas Company FPC 
gas schedules, rate schedule No. 1, proposing to change the schedules then in 
force as supplemented, described in paragraph (a) hereof, and providing for 
increased rates for the aforesaid sales of natural gas to Crystal City Gas Com- 
pany, Addison Gas and Power Company, Southport Gas Company, and New 
York State Electric & Gas Corporation effective December 1, 1944; 

(c) By letter of October 20, 1944, the Public Service Commission of the 
State of New York requested that the changes in rates proposed by Allegany 
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Gas Company be suspended pending an investigation by this Commission to 
determine whether the proposed increased rates are just and reasonable. On 
October 14, 1944, the Economic Stabilization Director, by the Administrator 
of the Office of Price Administration, filed a petition to intervene in this matter 
and requested that a hearing be held and that the proposed increased rates 
be suspended ; 

(d) Unless suspended by Commission order, the aforesaid Allegany Gas Com- 
pany FPC gas schedules, rate schedule No. 1 will become effective December 
1, 1944, pursuant to the provisions of the Natural Gas Act and the amended 
Provisional Rules of Practice and Regulations thereunder ; 

(e) The proposed increased rates provided for in the aforesaid Allegany 
Gas Company FPC gas schedules, rate schedule No. 1 may result in excessive 
rates to Crystal City Gas Company, Addison Gas and Power Company, South- 
port Gas Company, and New York State Electric & Gas Corporation and may 
place an undue burden upon ultimate consumers of natural gas; 

The Commission finds that: 

It is necessary, desirable, and in the public interest that a hearing be held 
concerning the lawfulness of the proposed increased rates and that such pro- 
posed increased rates be suspended pending hearing and decision thereon ; 

The Commission orders that: 

(A) A public hearing be held commencing on January 24, 1945, at 10:00 
a. m., in the Hearing Room of the Federal Power Commission, 1800 Pennsyl- 
vania Avenue, N. W., Washington, D. C., concerning the lawfulness of the pro- 
posed increased rates subject to the jurisdiction of the Commission contained 
in Allegany Gas Company FPC gas schedules, rate schedule No. 1; 

(B) Pending such hearing and decision thereon Allegany Gas Company FPC 
gas schedules, rate schedule No. 1, insofar as that schedule provides for in- 
creased rates other than for the sale of natural gas for resale for industrial 
use only, be and it is hereby suspended until May 1, 1945, or until such time 
thereafter as such increased rates shall be made effective in the manner pre- 
scribed by the Natural Gas Act; 

(C) During the period of such suspension the rates of Allegany Gas Com- 
pany contained in the following rate schedules as supplemented shall remain in 
full force and effect except insofar as such schedules as supplemented may be 
for the sale of natural gas for resale for industrial use only: 








Rate Schedule Supplements Vendee 
it =e Te bes Crystal City Gas Company. 
Pre we. 4......4 Ff eee ise Addison Gas and Power Company. 
Fes BE Be eneytaer 3 a8 4. tacsne Southport Gas Company. 


BEC WO. Gece GiceehSonninnnss New York State Electric & Gas Corporation. 


(D) At the hearing in this matter, the burden of proof to show that the 
proposed increased rates are just and reasonable shall be upon Allegany Gas 
Company, as provided in section 4(e) of the Natural Gas Act; 

(E) Interested State commission may participate in said hearing as pro- 
vided in section 67.4 of the Provisional Rules of Practice ang Regulations 
under the Natural Gas Act. 
Commissioner Draper dissenting. 
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Order fixing date for hearing and suspending 
proposed increased rates 


North Penn Gas Company 
(Docket No. G-598) 
November 30, 1944 


It appearing to the Commission that: 

(a) North Penn Gas Company is engaged in the sale of natural gas to 
Keystone Gas Company for resale for ultimate public consumption for domes- 
tic, commercial, industrial or other use pursuant to rate schedule FPC No. 6 
and supplement No. 1 thereto; 

(b) On September 30, 1944, North Penn Gas Company submitted to the 
Commission for filing a new rate schedule designated North Penn Gas Company 
FPC gas schedules, rate schedule No. 1, proposed to change the schedule then 
in force as supplemented, described in paragraph (a) hereof, and providing 
for increased rates for the aforesaid sale of natural gas to Keystone Gas Com- 
pany, effective December 1, 1944; 

(c) On October 14, 1944, the Economic Stabilization Director, by the Ad- 
ministrator of the Office of Price Administration, filed a petition to intervene 
in this matter and requested that a hearing be held and that the increased 
rates proposed by North Penn Gas Company be suspended ; 

(d@) Unless suspended by Commission order the aforesaid North Penn Gas 
Company FPC gas schedules, rate schedule No. 1 will become effective Decem- 
ber 1, 1944, pursuant to the provisions of the Natural Gas Act and the amended 
Provisional Rules of Practice and Regulations thereunder ; 

(e) The proposed increased rates provided for in the aforesaid North Penn 
Gas Company FPC gas schedules, rate schedule No. 1 may result in excessive 
rates to Keystone Gas Company and may place an undue burden upon ultimate 
consumers of natural gas; 

The Commission finds that: 

It is necessary, desirable, and in the public interest that a hearing be held 
concerning the lawfulness of the proposed increased rates and that such 
proposed increased rates be suspended pending hearing and decision thereon; 

The Commission orders that: 

(A) A public hearing be held commencing on January 25, 1945, at 10:00 a.m., 
in the Hearing Room of the Federal Power Commission, 1800 Pennsylvania 
Avenue, N.W., Washington, D.C., concerning the lawfulness of the proposed 
increased rates subject to the jurisdiction of the Commission contained in 
North Penn Gas Company FPC gas schedules, rate schedule No. 1; 

(B) Pending such hearing and decision thereon North Penn Gas Company 
FPC gas schedules, rate schedule No. 1, insofar as that schedule provides for 
increased rates other than for the sale of natural gas to Keystone Gas Company 
for resale for industrial use only, be and it is hereby suspended until May 1, 
1945, or until such time thereafter as such increased rates shall be made effec- 
tive in the manner prescribed by the Natural Gas Act. 

(C) During the period of such suspension the rates of North Penn Gas Com- 
pany to Keystone Gas Company contained in North Penn Gas Company rate 
schedule FPC No. 6 and supplement No. 1 thereto shall remain and continue 

in full force and effect, except insofar as such schedule may be for the sale 
of natural gas for resale for industrial use only ; 
(D) At the hearing in this matter the burden of proof to show that the 
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proposed increased rates are just and reasonable shall be upon North Penn 
Gas Company, as provided in section 4(e) of the Natural Gas Act; 

(E) Interested State commissions may-:participate in said hearing as pro- 
vided in section 67.4 of the Provisional Rules of Practice and Regulations under 
the Natural Gas Act. 

Commissioner Draper dissenting. 


Order authorizing and approving merger of facilities 
Indiana General Service Company and Indiana & Michigan Electric Company 
(Docket No. IT-5926) 
November 30, 1944 


Indiana General Service Company (hereinafter sometimes referred to as 
“Indiana General”) and Indiana & Michigan Blectric Company (hereinafter 
sometimes referred to as “Indiana & Michigan”) on November 4, 1944, filed a 
joint application pursuant to section 203(a) of the Federal Power Act for ap- 
proval of the merger of Indiana General into Indiana & Michigan; 

It appears to the Commission from the application that: 

(a) Indiana General is engaged in furnishing electric service in east-central 
Indiana, including the communities of Muncie, Marion, Elwood, Hartford 
City, and Alexandria. Indiana & Michigan is engaged in furnishing electric 
service in northern Indiana and southern Michigan including the communities 
of South Bend and Elkhart, Indiana, and Benton Harbor, Saint Joseph and 
Buchanan, Michigan. The properties of Indiana General and Indiana & Michi- 
gan are physically interconnected and are also interconnected with properties 
of other affiliated and non-affiliated utilities. The service areas of the two com- 
panies, however, are not contiguous, being separated by a distance of approxi- 
mately 50 miles. 

(b) The long-term debt, capital stock and surplus of Indiana General, as of 
September 30, 1944, was as follows: 


First Inertgagé bonds, 3449, 1008 ooo 2k $6,500,000 
Preferred stock, 6% cumulative, $100 par, 39,711 shares: 
Owned by American Gas and Electric Co., 24,347 shares ______ 2,434,700 
Owned by general public, 15,364 shares _________-____________ 1,536,400 
ECT IGS ree eee aaa a ae eee ~ 8,971,100 
Common stock, $100 par, 30,000 shares _..___--__--_-___-__-_- 3,000,000 
MiArNed: SUEDIBG cin iedi- leah odd oi hl. 2. ado oe 108,724 
Tota) pooferved sic 01 Jot ot oj igi peated riley $13,579,824 


(c) Applicants propose the merger of Indiana General into Indiana & Michi- 
gan pursuant to an agreement of merger to be eptered into (Exhibit “L”) and 
in connection therewith the following preliminary steps will be taken: 

(i) American Gas and Electric Company will surrender its holdings of 24,- 
347 shares of 6% preferred stock of Indiana General in consideration for de- 
livery of an equal number of shares of common stock of Indiana General. 
American will then purchase 653 shares of Indiana General’s common stock 
for $65,300 in cash, making its total holdings 55,000 shares having a par yalue 
of $5,500,000 ; 

(ii) Indiana General will call for redemption and cancel its 15,364 shares 
of 6% preferred in the hands of the public, at the redemption price of $110 
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per share, plus diyidends accrued to date of redemption. The redemption (ex- 
clusive of dividends accrued) will require cash of $1,690,040, which amount 
will be paid from Indiana General’s treasury funds; 

(d@) At the times of the merger of Indiana General into Indiana & Michigan, 
American Gas & Electric Company will surrender to Indiana & Michigan all 
of the outstanding shares of Indiana General’s common stock in exchange, 
share for share, for 55,000 shares of Indiana & Michigan’s common stock, no 
par, and Indiana General’s corporate existence will cease ; 

(e) As a result of the merger Indiana & Michigan will acquire Indiana 
General’s assets and assume its liabilities including $6,500,000 first mortgage 
bonds, 344%, due 1968. Indiana & Michigan will then call the assumed bonds 
at 10514, plus interest accrued to date of redemption. The redemption (ex- 
clusive of accrued interest) will require $6,857,500 in cash, which amount will 
be paid from Indiana & Michigan treasury funds; 

(f) The book cost of Indiana General’s utility plant, as of September 30, 
1944, was $16,367,857.66 composed of $15,836,074.37 electric plant recorded at 
original cost and $531,783.29 heating plant recorded at book cost. As of Sep- 
tember 30, 1944, Indiana General’s recorded reserve for depreciation was $4,- 
247,376.99 equivalent to 26.0% of recorded book cost of total plant; 

(g) The book cost of Indiana & Michigan’s utility plant as of September 
30, 1944, was $55,158,870.56 composed of $54,967,148.76 electric plant recorded 
at original cost and $191,721.80 heating plant recorded at book cost. As of 
September 30, 1944, Indiana & Michigan’s recorded reserve for depreciation 
was $12,322,760.37 equivalent to 22.3% of recorded book cost of total plant; 

(h) The applicants state that the proposed merger will result in a stronger 
operating utility company with an improved capitalization, and improved and 
simplified operating conditions and services will be brought about; 

(i) The financing accompanying the proposed merger will result in the 
elimination of 39,711 shares of outstanding 6% cumulative preferred stock on 
which annual dividend requirements total $238,266, and of $6,500,000 314% 
bonds on which annual interest requirements total $211,250, a total annual 
interest and preferred dividend saving of approximately $450,000. After the 
proposed transactions the ratio of bonds to total utility plant will be 31% 
as compared to 40% at the present time. Accounting for the merger will 
record electric utility plant at original cost and will not create any utility 
plant acquisition adjustments. 

(j) Written notices of the application have been duly given to the Public 
Service Commission of the State of Michigan, the Public Service Commission 
of the State of Indiana and the Public Utilities Commission of Ohio, and to 
the Governors of each of those States. Notices of the application were also 
published on November 8, 1944, in the Federal Register, Volume 9, p. 13265, 
stating that any person desiring to be heard or to make any protest with 
reference to the application should on or before the 23rd day of November 
1944, file a petition or protest. No petition or protest or request to be heard 
in opposition to the granting @f the above application has been received; 

(k) American Gas and Electric Company and its subsidiaries, Indiana Gen- 
eral and Indiana & Michigan, have filed a joint application with the Securities 
& Exchange Commission for an order relating to the proposed merger and other 
transactions incidental thereto. Indiana & Michigan and Indiana General 
have filed a joint application with the Public Service Commission of the State 
of Indiana requesting approval of the merger, the issuance of securities and 
assumption of indebtedness incidental to the merger and Indiana & Michigan 
has filed an application with the Public Service Commission of the State of 
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Michigan requesting approval of the issuance of securities incidental to the 
merger ; 

(1) The Public Service Commission of Indiana on November 22, 1944, ap- 
proved the above application of Indiana & Michigan and Indiana General and 
the Michigan Public Service Commission on November 24, 1944, approved the 
above application by Indiana & Michigan ; 

The Commission, having considered the aforesaid application, finds that: 

(1) Indiana General is a corporation organized and existing under and by 
virtue of the laws of the State of Indiana with its principal office at Marion, 
Indiana, and is engaged in the business of generating, transmitting and dis- 
tributing electric energy to the public in the State of Indiana. Indiana General 
owns and operates facilities, among others, for the transmission and sale at 
wholesale of electric energy generated and transmitted from Indiana and from 
other states and consumed, at points outside the respective states from which 
transmitted, by persons other than the transmitter thereof. Such facilities are 
facilities for the transmission and sale at wholesale of electric energy in inter- 
state commerce and Indiana General is therefore a public utility within the 
meaning of that term as used in section 208 of the Federal Power Act; 

(2) Indiana & Michigan is a corporation organized and existing under and 
by virtue of the laws of the State of Indiana with its principal office at 
South Bend, Indiana, and is engaged in the business of generating, transmit- 
ting and distributing electric energy in the States of Indiana and Michigan. 
Indiana & Michigan owns and operates facilities, among others, for the trans- 
mission and sale at wholesale of electric energy generated and transmitted from 
Indiana and from other states and consumed, at points outside the respective 
states from which transmitted, by persons other than the transmitter thereof. 
Such facilities are facilities for the transmission and sale at wholesale of 
electric energy in interstate commerce and Indiana & Michigan is therefore 
a public utility within the meaning of that term as used in section 203 of the 
Federal Power Act; 

(3) By the proposed merger, Indiana & Michigan will merge and consolidate 
facilities subject to the jurisdiction of this Commission, owned and operated 
by it, with facilities of another person, within the terms of secton 203; 

(4) Under section 9(b) of the Public Utility Holding Company Act of 1935, 
the proposed merger, as to Indiana General, is not subject to the requirements 
of section 9(a) of said Act. With respect to the proposed merger, Indiana 
& Michigan is, therefore, not exempt under section 318 of the Federal Power 
Act from the requirements of section 203 of that Act ; 

(5) Indiana General is subject to the requirement of Rule U-48 of the 
General Rules and Regulations under the Public Utility Holding Company 
Act of 1935, promulgated by the Securities and Exchange Commission, with 
respect to the disposition of facilities by the proposed merger, and has not 
been exempted by that Commission. It is, therefore, exempt under the pro- 
visions of section 318 of the Federal Power Act from any requirement of sec- 
tion 203 with respect to that disposition ; 

(6) The proposed ‘merger and consolidation of facilities will tend to create 
a stronger operating utility company with an improved capitalization; with 
improved and simplified operating conditions and services; and will be con- 
sistent with the public interest ; 

Whereupon the Commission orders that: 

(A) The proposed merger and consolidation by Indiana & Michigan of its 
facilities subject to the jurisdiction of this Commission with the facilities of 
Indiana General is hereby authorized and approved upon the terms and con- 
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ditions set forth in the joint application and subject to the provisions of this 
order ; 


(B) This authorization shall expire within 60 days from the date of this 
order ; 

(C) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, services, 
accounts, valuations, estimates or determinations of cost, or any other matter 
whatsoever which may come before this Commission or any other regulatory 
body, and nothing in this order shall be construed as acquiescence by this 
Commission in any estimate or determination of cost or any valuation of prop- 
erty claimed or asserted ; 

(D) Indiana & Michigan shall report with reference to the merger of fa- 
cilities hereby authorized within ten days after the consummation thereof, as 
required by the Commission’s Rules of Practice and Regulations, and shall file 
the appropriate accounting entries within six months of the date of consumma- 
tion of the proposed merger and consolidation, as required by the provisions 
of the Uniform System of Accounts. 


Order issuing certificate of public convenience and necessity 
West Texas Gas Company 
(Docket Nos. G—422, G-489, G—550) 
December 5, 1944 


It appears to the Commission that: 

(a) West Texas Gas Company (applicant) has filed with the Commission 
applications requesting certificates of public convenience and necessity pur- 
suant to section 7(c) of the Natural Gas Act, as amended, as follows: 

(1) Application filed September 17, 1942, in docket No. G-422 for authority to 
construct and operate 6.3 miles of 10%-inch O. D. loop line in Hale County, 
Texas, extending in a southerly direction from a point in the NW%, Sec. 36, 
Block A-1, E. L. & R. R. Survey, to a point near the southwest corner of Sec. 
3, Block A-4, BE. L. & R. R. Survey, and a 500 horsepower compressor station 
and appurtenant facilities to be located near the northeast corner of the SE, 
Sec. 113, Block 6, I. & G. N. Survey, Randall County, Texas; 

(2) Application filed July 30,-1943, in docket No. G-489, as amended on 
September 3 and 11, 1948, for authority to operate approximately 8 miles of 
10%-inch O. D. loop line immediately south of applicant’s Plainview compressor 
station in Hale County, Texas, and extending to the northern terminus of the 
loop line referred to in subparagraph (1) above, and an additional 400 horse- 
power engine at applicant’s Turkey Creek compressor station in Potter County, 
Texas; 

(3) Applicant filed May 20, 1944, in docket No. G-550 for authority to con- 
struct and operate an additional 400 horsepower engine at applicant’s McSpad- 
den compressor station located in Randall County, Texas, and referred to in 
subparagraph (1) above; 

(6) Temporary authorizations to construct and operate the facilities re- 
ferred to in subparagraphs (1) and (3) of paragraph (a) above were issued 
by the Commission on October 10, 1942, 3 F. P. C. 825, and June 8, 1944, re- 
spectively, and temporary authorization to operate the facilities referred to 


in subparagraph (2) of paragraph (a) above was issued on September 28, 
1948, 8 F. P. C. 1097; 
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(c) Pursuant to the Commission’s order dated June 1, 1944, the proceedings 
in docket Nos. G-489 and G-550 were consolidated for purposes of hearing, 
and after appropriate notice thereof, a public hearing was held at Fort Worth, 
Texas, on June 23, 1944. At such hearing evidence was adduced with respect 
to the facilities described in the application in docket No. G—422, referred to 
in subparagraph (1), to paragraph (@) above in addition to the facilities in- 
volved in docket Nos. G-489 and G-550. Subsequent to the hearing, notice was 
given of the application in docket No. G—422 and of the fact that evidence had 
been taken on such application as aforesaid. No protest or request to be 
heard with respect to the applications has been received ; 

(d) Applicant is engaged in the transportation and sale of natural gas at 
retail in the State of Texas and in the sale of natural gas for resale for ulti- 
mate public consumption in Texas and New Mexico by means of its intercon- 
nected natural gas pipeline transmission system located in Texas; 

(e) The facilities referred to in paragraph (a) above are required to assure 
maintenance of adequate service to applicant’s existing customers ; 

(f) The War Production Board has granted applicant preference ratings 
for the materials required for the construction of the proposed facilities ; 

(g) No increase in applicant’s rates is contemplated by reason of the pro- 
posed construction and operation ; 

(h) Applicant’s gas supply is adequate to furnish the deliveries proposed to 
be made through the new facilities ; 

(i) Applicant is financially able to construct and operate the proposed 
facilities ; 

The Commission, having considered the applications and the record thereon 
with respect to the matters involved and the issues presented, jfinds that: 

(1) Applicant, a Delaware corporation having its principal place of business 
in Lubbock, Texas, is a natural-gas company within the meaning of the Natural 
Gas Act, as heretofore found by the Commission in its order entered March 
23, 1943, in docket No. G-330, 3 F. P. C. 953; 

(2) The facilities described in paragraph (a) above are proposed to be 
used for the transportation and sale of natural gas, subject to the jurisdiction 
of the Commission, as integral parts of applicant’s existing pipe-line system, 
and the proposed construction and operation thereof are subject to the re- 
quirements of subsection (c) and (e) of section 7 of the Natural Gas Act, 
as amended; 

(3) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules, and regulations of the Commission thereunder ; 

(4) The proposed construction and operation of the facilities referred to 
in subparagraphs (1) and (3) of paragraph (a) above and the proposed 
operation of the facilities referred to in subparagraph (2) of paragraph (a) 
above are and will be required by the present and future public convenience 
and necessity, and a certificate therefor should be issued as hereinafter ordered 
and conditioned ; 

(5) It is consistent with the public interest to approve the Trial Examiner’s 
action in receiving evidence at the hearing in these matters with respect to the 
facilities referred to in paragraph (a) (1) above and described in the appli- 
eation in docket No. G—422; 

The Commission orders that: 

(A) The Trial Examiner’s action in receiving evidence with respect to the 
facilities referred to in subparagraph (1) of paragraph (@) above and de- 
scribed in the application in docket No. G—422 is hereby approved; 
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(B) A certificate of public convenience and necessity be and it is hereby 
issued authorizing the proposed construction and operation by applicant of 
the facilities referred to in subparagraphs (1) and (3) of paragraph (a) above 
and authorizing the proposed operation by the applicant of the facilities re- 
ferred to in subparagraph (2) of paragraph (a@) above, as more fully de- 
seribed in the applications in these proceedings, for the transportation and 
sale of natural gas therein set forth, subject to the jurisdiction of the Com- 
mission, on the terms and conditions of this order ; 

(C) Applicant shall complete, on or before December 31, 1944, the construc- 
tion of the facilities referred to in subparagraph (3) of paragraph (a) above; 

(D) Applicant shall report to the Commission in writing, under oath, the 
dates of completion and commencement of operations of the facilities re- 
ferred to in subparagraphs (2) and (3) of paragraph (a) above; 

(E) This certificate shall not be transferable and is without prejudice to 
the authority of this Commission or any other regulatory body with respect 
to rates, service, accounts,,valuation, estimate or determination of cost, or 
any other matter whatsoever now pending or which may come before this 
Commission or other regulatory body, and nothing herein shall be construed 
as an acquiescence by this Commission in any estimate or determination of 
cost or any valuation of property claimed or asserted ; 

(F) Nothing herein is to be construed as affecting in any manner the deter- 
mination of the service area of applicant under section 7(f) of the Natural 
Gas Act, as amended ; 

(G) This certificate, insofar as it relates to the operation of facilities, shall 
be effective as long as applicant continues the operations hereby authorized 
in accordance with the provisions of the Natural Gas Act, as amended, and 
any pertinent rules, regulations, or orders heretofore or hereafter issued by 
the Commission ; ; 


(H) Appropriate evidence of the issuance of this certificate shall be fur- 
nished to applicant. 













Order issuing certificate of public convenience and necessity 
Canadian River Gas Company 
(Docket No. G—564) 
December 5, 1944 


It appears to the Commission that: 
(a) On August 3, 1944, Canadian River Gas Company (applicant) filed an 
application for a certificate of public convenience and necessity, pursuant to 
section 7(c) of the Natural Gas Act, as amended, to authorize the construc- 
tion and operation of an additional 600 horsepower compressor unit and 125 
kva electric generator, and other necessary appurtenant equipment at appli- 
cant’s Dalhart compressor station, located near Dalhart, Texas; 

(b) Pursuant to the Commission’s order dated September 12, 1944, and 
after appropriate notice thereof, a public hearing was held on this matter at 
Denver, Colorado, on October 23, 1944. No protest to the application has been 
received ; 

(c) Applicant, among other operations, produces natural gas in the Pan- 
handle field in the state of Texas, which it transports, by means of its trans- 
mission pipeline system, from its Bivins compressor station in the State of 
Texas to a point in New Mexico known as Clayton Junction, where the gas so 
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transported is sold to the Colorado Interstate Gas Company for further trans- 
portation and sale for resale to ultimate consumers in the States of Colorado 
and Wyoming; 

(d@) The proposed operation of the additional facilities, referred to in para- 
graph (a), above, is required to assure the maintenance of continuous opera- 
tion of applicant’s Dalhart compressor station and adequate deliveries of 
natural gas through applicant’s lines to its existing customers ; 

(e) The War Production Board has assigned to the applicant preference 
ratings for the critical materials to be used in the above-described construction ; 

(f) By telegram dated August 9, 1944, the Commission granted temporary 
authorization for the construction and operation of such facilities, pending 
final action by the Commission on the application in this matter ; 

(g) Applicant is financially able to construct and operate the proposed new 
facilities referred to in paragraph (a) above; 

(h) Applicant’s gas supply is adequate to meet such increased deliveries 
as May result from its proposed operations ; 

(i) No increase in applicant’s rates is contemplated as a result of the pro- 
posed construction and operation of the facilities referred to in paragraph (a) 
above ; 

The Commission, having considered the application and the record thereon 
with respect to the matters involved and the issues presented, finds that: 

(1) Applicant, a Delaware corporation having its principal place of business 
in the State of Texas, is engaged in the transportation and sale in interstate 
commerce of natural gas for resale for ultimate public consumption, and is a 
“natural-gas company” within the meaning of the Natural Gas Act, as hereto- 
fore found by the Commission in its opinion and order entered March 18, 1942, 
in docket No. G-124, 3 F. P. C. 33, 43 P. U. R. (N.S.) 205; 

(2) The facilities described in paragraph (a), above, are proposed to be 
used for the transportation and sale of natural gas, subject to the jurisdiction 
of the Commission, and the proposed construction and operation thereof are 
subject to the requirements of subsections (c) and (e) of section 7 of the 
Natural Gas Act, as amended ; 

(3) Applicant is able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas Act 
and the requirements, rules, and regulations of the Commission thereunder ; 

(4) The proposed construction and operation by applicant of the facilities 
described in the application in the above-docketed matter are and will be re- 
quired by the present and future public convenience and necessity, and a 


certificate authorizing such proposed construction and operation should be 
issued, as hereinafter ordered and conditioned ; 

The Commission orders that: 

(A) A certificate of public convenience and necessity be and it is hereby 
issued authorizing the proposed construction and operation by the applicant of 
the facilities referred to in paragraph (a), above, and more fully described 
in the application in this proceeding, for the transportation and sale of natural 
gas therein set forth, subject to the jurisdiction of the Commission, upon the 
terms and conditions of this order ; 

(B) This certificate shall not be transferable and is without prejudice to 
the authority of this Commission or any other regulatory body with respect 
to rates, service, accounts, valuation, estimate or determination of cost, or 
any other matter whatsoever now pending or which may come before this 
Commission or other regulatory body, and nothing herein shall be construed 
as an acquiescence by this Commission in any estimate or determination of 
cost or any valuation of property claimed or asserted ; 
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(C) Nothing herein is to be construed as affecting in any manner the deter- 
mination of the service area of applicant under section 7(f) of the Natural 
Gas Act, as amended ; 

(D) This certificate shall be effective as long as applicant continues the 
operations hereby authorized ‘n accordance with the provisions of the Natural 
Gas Act, as amended, and any pertinent rules, regulations, or orders hereto- 
fore or hereafter issued by the Commission ; 

(E) Appropriate evidence of the issuance of this certificate shall be fur- 
nished to applicant. 


Order authorizing abandonment of facilities 
Hanley and Bird 
(Docket No. G-—578) 
December 5, 1944 


It appearing to the Commission that: 

(a) On September 12, 1944, Hanley and Bird, a partnership having its 
principal office at Bradford, Pennsylvania, filed an application, as amended 
on November 2, 1944, and November 17, 1944, for authority pursuant to section 
7(b) of the natural Gas Act to abandon and remove (1) approximately 8 
miles of 8% inch pipe line extending from the Woodhull natural gas field in 
the State of New York to Elkland in the State of Pennsylvania where the 
line interconnects with the gas transmission lines of North Penn Gas Company, 

_ (2) a gas compressor station and equipment located in the Woodhull field and 
constituting an integral part of such 8% inch transmission line, and (3) ap- 
proximately 9,000 feet of 6-inch pipe line extending northeastwardly from said 
compressor station to a point where such line crosses the six inch line of New 
York State Natural Gas Corporation in the Woodhull field ; 

(b) Pursuant to the Commission’s order of November 4, 1944, fixing a date 
for a hearing on the application, a public hearing was held after appropriate 
notice thereof to all interested parties, including publication of the November 
4, 1944, order in the Federal Register (Vol. 9, p. 18,218) and service of such 
order by mail on the regulatory commissions of New York and Pennsylvania, 
and no protest to the application having been received ; 

The Commission, having considered the application and the record made at 
the public hearing with respect thereto, finds that: 

(1) Hanley and Bird, a partnership having its principal place of business 
at Bradford, Pennsylvania, is engaged in the transportation and sale of natural 
gas in interstate commerce for resale for ultimate public consumption in states 
other than those in which the gas is produced ; 

(2) Applicant is a natural gas company within the meaning of the Natural 
Gas Act; 

(3) The facilities proposed to be abandoned and removed are used exclu- 
sively for the transportation and sale in interstate commerce of natural gas 
to North Penn Gas Company for resale for ultimate public consumption and 
are subject to the requirements of section 7(b) of the Natural Gas Act; 

(4) Because of the decline and exhaustion of the natural gas supply in the 
Woodhull field in the State of New York, the facilities proposed to be abandoned 
and removed are no longer necessary inasmuch as remaining facilities, owned 
and operated by New York State Natural Gas Corporation, which has under- 
taken by written agreement to transport the gas in question to North Penn 
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Gas Company, will provide sufficient capacity to transport all gas heretofore 
transported from the Woodhull field by means of the facilities sought to be 
abandoned ; 

(5) The arrangement with New York State Natural Gas Corporation for the 
transportation of the gas, heretofore transported by means of the facilities 
to be abhndoned, will not result in any increase in transportation cost to 
North Penn Gas Company ; 

(6) The present and future public convenience and necessity will permit the 
proposed abandonment and removal of facilities ; 

The Commission orders that: 

(A) Applicant be and it is hereby authorized to abandon the operation of 
and remove the facilities referred to in paragraph (@) above and as described 
in the amended application in this proceeding ; 

(B) Within 15 days after the removal of the facilities herein authorized 
is completed, applicant shall advise the Commission in writing, under oath, 
of that fact; 

(C) The certificate of public convenience and necessity heretofore issued 
to Hanley and Bird by the Commission on August 3, 1943, in docket No. G-316, 
3 F. P. C. 1053, pursuant to “grandfather” application filed under section 7 
(c) of the Natural Gas Act, as amended, be and the same is hereby modified 
to exclude operations and service carried on by means of the facilities aban- 
doned pursuant to the authority granted by this order. 


Order authorizing and approving merger of facilities 
Utah Power & Light Company 
(Docket No, IT-5918) 


December 5, 1944 

Utah Power & Light Company (hereinafter referred to as “Utah Company”), 
on September 21, 1944, filed an application and on October 17, 1944, filed a 
supplement thereto, for an order pursuant to section 203 of the Federal Power 
Act, to the extent that such section should be deemed applicable, authorizing 
the acquisition of all the remaining facilities, properties, and assets of Utah 
Light and Traction Company (hereinafter referred to as “Traction Company”) ; 

It appears to the Commission from the application as supplemented and 
materials on file with the Commission incorporated by reference therein, that: 

(a) Utah Company proposes to acquire by conveyance from Traction Com- 
pany under an agreement dated August 16, 1944 (a copy of which is set 
forth as Exhibit A-1), all of its electric properties and all of its other re- 
maining properties and assets, in consideration for the assumption by Utah 
Company of all of the liabilities of Traction Company, the forgiveness of all 
indebtedness due to the former from the latter, and the surrender and cancel- 
lation of all the capital stock of Traction Company now owned by Utah Com- 
pany ; 

(b) Traction Company is a wholly-owned subsidiary of Utah Company. 
Effective as of July 13, 1944, it disposed of all of its transportation properties 
and its remaining assets consist almost entirely of electric facilities and prop- 
erties. Its electric properties, all of which are operated and maintained by 
the Utah Company under a 99-year lease dated January 2, 1915, include four 
hydroelectric plants and one steam generating plant, transmission lines and 
distribution systems in Salt Lake City and Ogden, Utah; 
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(c) Both the Utah Company and the Traction Company have heretofore 
filed reclassification and original cost studies and in both cases the Commis- 
sion has issued orders (docket Nos. IT-5839 and IT-5862, respectively) direct- 
ing the disposition of the amounts classified in Accounts 107 and 100.5. As of 
August 31, 1944, the Traction Company’s reported original cost of its electric 
plant in service was $12,074,727.53 ; : 

(d) Written notice of the aforesaid application has been duly given to the 
Public Service Commission of Utah, the Public Utilities Commission of Idaho, 
the Public Service Commission of Wyoming, and the Governors of each of 
those States. Notice of the application was also published in the Federal Reg- 
ister on September 27, 1944, stating that any person desiring to be heard or to 
make any protest with reference to the application should file a petition or 
protest on or before October 12, 1944. No protest or petition or request to be 
heard in opposition to the granting of such application has been received ; 

(e) The Utah Public Service Commission has approved the proposed acqui- 
sition ; 

The Commission, having considered the aforesaid application and materials 
above referred to, finds that: 

(1) Applicant Utah Company is a corporation organized and existing under 
and by virtue of the laws of the State of Maine, having its principal place of 
business in Salt Lake City, Utah, and is engaged principally in the business 
of generating, transmitting and distributing electric energy within the States 
of Utah, Idaho and Wyoming. It owns and operates facilities, among others, 
for the transmission and sale at wholesale of electric energy which is trans- 
mitted from one or more of said States and consumed by persons other than 
the transmitter thereof at points outside the State from which it is transmitted. 
Such facilities are facilities for the transmission and sale at wholesale of elec- 
tric energy in interstate commerce. Applicant Utah Company is, therefore, a 
public utility within the meaning of that term as used in section 2038 of the 
Federal Power Act; 

(2) By the proposed acquisition of facilities, Utah Company will, directly 
or indirectly, merge or consolidate its facilities subject to the jurisdiction of 
this Commission with the electric utility facilities proposed to be acquired 
from the Traction Company. Such merger or consolidation is subject to the 
requirements of section 203 of the Federal Power Act; 

(3) Utah Company is exempt by section 9(b) of the Public Utility Holding 
Company Act of 1935, from the requirements of section 9(a) of said Act 
with respect to the proposed merger and therefore is not exempt under section 
318 of the Federal Power Act from the requirements of section 208 of that Act; 

(4) The proposed acquisition of facilities as hereinafter authorized will be 
consistent with the public interest ; 

The Commission orders that: 

(A) The proposed acquisition and merger or consolidation of facilities as 
described in the application, be and the same hereby is authorized and ap- 
proved on the terms and conditions set forth in the aforesaid application and 
subject to the provisions of this order and to the provisions of the orders re- 
ferred to in paragraph (c), above; 

(B) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
accounts, valuations, estimates or determinations of cost, or any other matter 
whatsoever which may come before this Commission or such other regulatory 
body, and nothing in this order shall be construed as acquiescence by this Com- 
mission in any estimate or determination of cost or any valuation of property 
claimed or asserted ; 
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(C) This authorization shall expire within ninety days after the date of 
this order ; és 

(D) The applicant shall report within 10 days of the consummation of the 
proposed merger or consolidation of facilities as required by the Commission’s 
Rules of Practice and Regulations, and shall file proposed accounting entries 
within 6 months of the date of consummation of the proposed merger or con- 
solidation, as required by the provisions of the Uniform System of Accounts. 


Order directing disposition of amounts classified in Account 
100.5, electric plant acquisition adjustments, and 
approving disposition of additional amounts classified in 
Account 107, electric plant adjustments 


Utah Power & Light Company 
(Docket No. IT-5839) 
December 5, 1944 


It appearing to the Commission that: 

(a) On August 2, 1943, the Commission entered its opinion and order in the 
above-entitled proceeding, 3 F. P. C. 533, 53 P. U. R. (N.S.) 164, requiring 
Utah Power & Light Company (“Light Company”), among other things to pre- 
pare and submit within six months revised reclassification and original 
cost studies respecting an amount of $56,574,502.42 and to retain that amount 
in Account 100.6, electric plant in process of reclassification, pending the 
further order of this Commission. By order dated January 29, 1944, upon 
application by Light Company, the time within which the revised studies were 
to be filed was extended. On June 26, 1944, the revised studies were filed with 
the Commission ; 

(b) In the revised studies Light Company has classified $864,319.59 in Ac- 
count 100.5, electric plant acquisition adjustments, representing the excess of 
purchase cost over original cost of acquired properties, and proposes to dispose 
of that amount as follows: 

(i) By crediting Account 100.5 and charging Account 303, miscellaneous 
intangible plant, with an amount of $75,000 received by Light Company in 1938 
under a contract dated September 28, 1985, with the United States Bureau of 
Reclamation as compensation for impairment to the value of two of Light 
Company’s hydroelectric plants on the Snake River in Idaho resulting from 
the construction of a reservoir by the Bureau of Reclamation and erroneously 
credited to its intangible plant accounts ; 

(ii) By crediting Account 100.5 and charging Account 250, reserve for de- 
preciation of electric plant, with an amount of $100,000, as representing adjust- 
ment of accrued depreciation on Light Company’s distributing system within 
the city limits of Provo, Utah, which was sold during 1940 to that municipality ; 

(iii) By amortizing the remaining balance of $689,319.59 at a rate of not 
less than $57,500 per annum, by charges to Account 505, amortization of elec- 
tric plant acquisition adjustments, with concurrent credits to Account 252, 
reserve for amortization of electric plant acquisition adjustments, beginning 
the first day of the month succeeding the effective date of this order. In making 
this proposal, Light Company proposes to reserve the right to transfer to Ac- 
count 252, at its option, such additional amounts as it may desire from its 
earned surplus and any portion of the balance remaining in its Account 258.27, 
reserve for plant adjustments, after all proper charges to Account 258.27 have 
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been made, in which event any remaining charges to Account 505 shall be 
reduced proportionately. Light Company also proposes certain reservations 
respecting the ultimate disposition of the amounts credited to Account 252, 
pending a decision in a Federal Court in any case involving substantially 
similar facts and principles ; 

(c) In addition to the $25,973,720.59 classified in Account 107, electric plant 
adjustments, and disposed of to various accounts by Light Company pursuant to 
the Commission’s order of August 2, 1948, Light Company, in its revised 
studies has classified an additional net debit amount of $1,519,544.55 in Ac- 
count 107, which Light Company proposes to dispose of as follows: 


To Account 250, reserve for depreciation : 
Unrecorded retirements of acquired and con- 


BLPRCERG | IR a end Se cea memed $373,370.68 
Adjustment of recorded retirements of acquired 
and constructed groperty > 218,261.35 $591,632.05 


To Account 258.27, reserve for plant adjustments: 
Additional acquisition cost, etc., of acquired prop- 


erty (cleared through Account 107) ~------~--- (20,968.27 ) 
Maintenance costs erroneously included in plant _. 98,007.47 
Unretired costs of expired water rights, fran- 

angen ‘ana Comments 2.25 ee 3,620.57 


Profit to Electric Bond and Share Company on 7% 
first preferred stock of Light Company issued 
and sold to Utah Securities Corporation, an affili- 
PIE NON oa a ae cesgtereian ep iment even eerendeenaien 119,660.71 200,320.48 





To Account 150, discount on capital stock: 
Difference between selling price and par value 
of 89,120 shares of 7% first preferred stock sold 
through Electric Bond and Share Company and 
others than Electric Bond and Share Company - 353,265.80 
To Account 151, capital stock expense: 
Selling expense and commissions on preferred 
a a a 374,326.24 


TIE Ravantinentatinndigingniteigente tances ~1,519,544.55 


(d) Light Company has also classified a credit amount of $432,165.82 in Ac- 
count 107, representing the alleged excess of claimed actual legitimate original 
cost over original cost of Light Company’s licensed hydroelectric projects. 
Light Company proposes to retain the credit amount of $432,165.82 in Account 
107 until the Commission shall have determined the actual legitimate original 
cost of Light Company’s licensed hydroelectric projects ; 

(e) The order of August 2, 1943, paragraphs (A) and (C), requires Light 
Company to classify in Account 107, $1,026,882.93, representing fees paid to 
Phoenix Utility Company, an associated construction company, and to dispose 
of that amount by a charge to Account 271, earned surplus. On September 1, 
1948, Light Company filed an application for rehearing with respect to, among 
other things, the requirements of classification and disposition of the Phoenix 
fees and on September 10, 1943, the Commission issued an order staying 
the requirements of the order of August 2, 1948, as they relate to classification 
and disposition of the $1,026,882.93, 3 F. P. C. 1086. On September 30, 1943, 
the Commission issued an order granting a rehearing on these requirements of 
the order of August 2, 1948. Light Company states that the remaining balance 
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of the fees in its accounts as of December 31, 1943, is $988,280.77 and Light 
Company now proposes to retain that amaynt in Account 100.1, electric plant 
in service. Light Company also represents that if the Commission shall order 
that amount classified in Account 107, it proposes to retain that amount therein 
until the issues raised by its application for rehearing respecting the Phoenix 
fees have been disposed of by the Commission; and if the Commission at that 
time orders the disposition of the fees from Account 107, Light Company will 
dispose of the $988,280.77 by a charge to Account 258.27, reserve for plant ad- 
justments, provided it does not seek a court review of the order of disposition ; 

(f) The reserve for plant adjustments which Light Company proposes to 
utilize for disposition of the Phoenix fees and certain other amounts in Account 
107, as described in paragraph (c) of this order, amounts to $1,798,882.98 and 
was created pursuant to an order of the Securities and Exchange Commission 
dated November 29, 1943, for the purpose of providing for the elimination, 
among other things, of such portion of the Phoenix fees as might in the future 
be ordered eliminated from the property accounts ; 

(g) Public Service Commissions of Utah and Wyoming have advised they 
agree with the dispositions ordered herein and the Public Utilities Commission 
of Idaho by letter dated September 21, 1944, took no exception to such dis- 
position ; 

The Commission finds that: 

(1) Except for the proposed reservations of Light Company respecting the 
ultimate disposition of amounts credited to Account 252, it is reasonable and 
appropriate for the purposes of the Act, that Light Company dispose of $864,- 
319.59 classified in Account 100.5 in the manner described in subparagraphs 
(i), (ii), and (iii) of paragraph (b) of this order, provided that the annual 
amortization charges in respect to the amount of $689,319.59 be made to Ac- 
count 537, miscellaneous amortization, instead of to Account 505; 

(2) It is reasonable and appropriate for the purposes of the Act that the 
$1,519,544.55 classified in Account 107 be disposed of in the manner described 
in paragraph (c) of this order; that the credit amount of $432,165.82 classified 
in Account 107 be retained in that account until the Commission shall have 
determined the actual legitimate original cost of Light Company’s licensed 
hydroelectric projects; and that the balance of Phoenix fees remaining in 
Light Company’s plant accounts at December 31, 1943, $988,280.77, be clas- 
sified in Account 107 and there retained pending further order of the Com- 
mission ; 

The Commission orders that: 

(A) Light Company dispose of $864,319.59 classified in Account 100.5 in the 
manner described in subparagraphs (i), (ii), and (iii) of paragraph (b) above, 
provided that the annual amortization charges in respect to the amount of 
$689,319.59 be made to Account 537, and provided further, that nothing herein 
contained shall be construed as approving the reservations of Light Company 
in respect to ultimate disposition of amounts credited to Account 252; 

(B) Light Company dispose of the $1,519,544.55 classified in Account 107 
in the manner described in paragraph (c) of this order; retain the credit 
amount of $432,165.82 in Account 107 pending the Commission’s determination 
of the actual legitimate original cost cf Light Company’s licensed hydroelectric 
projects and pending further order of the Commission; and classify the $988,- 
280.77 of Phoenix fees in Account 107, retaining that amount in Account 107 
pending further order of the Commission ; 

(C) Light Company submit within thirty days after the date of this order 
certified copies of the entries disposing of the $1,519,544.55, of the entries 
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classifying the debit amount of $988,280.77 in Account 107, and of the entries 
disposing of $175,000 of the $864,319.59 classified in Account 100.5, as herein 
ordered ; submit within thirty days after the close of each year beginning with 
1944 certified copies of the entries made during the previous year in compliance 
with the requirements of this order of the balance of $689,319.59 in Account 
100.5 ; 

(D) Since the staff has made no field examination of Light Company’s re- 
vised reclassification and original cost studies respecting the amount of $56,- 
574,502.42, the Commission reserves the right to make any examination or 
analyses of such studies as it may deem necessary and to require Light Com- 
pany to make further accounting adjustments ; 

(E) The provisions of this order shall not be construed as dispensing with 
the necessity for full compliance with the Public Utility Holding Company 
Act of 1935 or the rules, regulations and orders issued by the Securities and 
Exchange Commission. 


Order directing disposition of amounts classified in 
Account 100.5, electric plant acquisition adjustments, 
approving disposition of additional amounts classified in 
Account 107, electric plant adjustments, and amounts 
classified in Account 108.55, transportation plant acquisition 
adjustments and directing classification of amounts in Account 107 


Utah Light and Traction Company 
(Docket No. IT-5862) 
December 5, 1944 


It appearing to the Commission that: 

(a) On November 23, 1943, the Commission issued its opinion and order, 
supra, p. 10, in the above-entitled proceeding requiring Utah Light and Trac- 
tion Company (“Traction Company”), among other things, to prepare and 
submit further studies described in said opinion with respect to an amount 
of $19,291,901.05, and to retain that amount in Account 100.6, electric plant in 
process of reclassification, pending the further order of this Commission ; 

(b) Thereafter at a conference on May 19, 1944, between representatives 
of Traction Company and the Commission’s staff, a preliminary draft of the 
additional studies was submitted for review. The review indicated the need 
for further revisions, which Traction Company has made and the studies are 
now on file with the Commission ; 

(c) In its revised studies Traction Company has determined that $3,251,- 
944.63 of the $19,291,901.05 represents the excess of purchase cost over original 
cost of electric and railway properties acquired by Traction Company at its 
organization. Traction Company has classified $2,851,184.39 of the $3,251,- 
944.63 in Account 100.5, electric plant acquisition adjustments, and $400,760.24 
thereof in Account 108.55, transportation plant acquisition adjustments. Trac- 
tion Company has also determined that in addition to the $1,916,077.32 classi- 
fied in Account 107, electric plant adjustments, pursuant to the above opinion 
and paragraph (A) of the order of November 23, 1943, certain other amounts 
are properly classifiable in Account 107 as follows: 
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Adjustment of leased property additions and retirements: 
Net salvage credits erroneously included in 


WIRE ssid inech te deste boy teh la one ealeakd $( 4,474.72 
Net adjustment of recorded retirements of prop- 
GF sana Re itt medrese ain 41,286.21 
Unrecorded retirements —_.__- nobdak Redan s weenie 1,563.25 $ 38,374.74 


Alleged excess of claimed actual legitimate original 
cost over original cost of Stairs Hydroelectric 
Plant, Licensed Project No. 597, per Commission’s 
opinion, supra, requiring reconciliation of such 


SOTERA ok os ne eee Rees (51,873.41) 
Peter 205 2 een ie Gas sober ml pergg 8 ON! ~ (13,498.67) 


(d) In connection with the additional studies, Traction Company, as required 
by the Commission’s system of accounts, has submitted plans for the disposi- 
tion of the amounts classified in the adjustment accounts as described in para- 
graph (c) of this order. Traction Company proposes to dispose of the $2,851,- 
184.39 classified in Account 100.5 by charges to Account 505, amortization of 
electric plant acquisition adjustments, with concurrent credits to Account 252, 
reserve for amortization of electric plant acquisition adjustments, at the rate 
of not less than $237,600 per annum beginning on the first day of the month 
succeeding the effective date of this order. In making this proposal Traction 
Company proposes to reserve the right to transfer to Account 252 such addi- 
tional amounts as it may desire from its earned surplus and in the event of 
such transfers to reduce correspondingly the pro rata charges to be made to Ac- 
count 505 in succeeding years. Traction Company also proposes certain reser- 
vations respecting the ultimate disposition of the amounts credited to Account 
252, pending a decision in a Federa) Court in any case involving substantially 
similar facts and principles ; 

(e) With respect to the $400,760.24 classified in Account 108.55, Traction 
Company states that on April 20, 1944, it entered into an agreement to sell its 
transportation properties and business to Salt Lake City Lines; that the Public 
Service Commission of Utah by order dated July 12, 1944, approved such sale; 
that upon completion of the transfer and sale, the $400,760.24 will be written 
out of plant account; and that any loss on such sale will be disposed of by a 
charge to earned surplus (or deficit) account ; 

(f) Traction Company proposes to dispose of the net debit amount of $38,- 
374.74, classified in Account 107, and representing adjustments of leased prop- 
erty, by transferring this amount to Account 223.12, notes payable to associated 
companies-leased property additions, and Traction Company also represents 
that appropriate entries will be made in the accounts of Utah Power & Light 
Company, lessee, transferring the amount to that company’s Account 250, re- 
serve for depreciation of electric plant. Traction Company also proposes that 
the credit amount of $51,873.41 classified in Account 107, be retained in that 
account until the Commission shall have determined the actual legitimate 
original cost of licensed project No. 597; 

(g) Prior to January 1, 1987, Traction Company paid fees in the amount 
of $45,400.90 to Phoenix Utility Company, an associated construction company, 
of which amount $44,046.87 still remains in Traction Company’s detailed plant 
accounts at December 31, 1943. Traction Company proposes to classify the 
$44,046.87 in Account 100.2, electric plant leased to others, but also states that 
if the Commission shall require the classification of that amount in Account 
107, Traction Company will retain the $44,046.87 in Account 107 until rehear- 
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ing shall have been had in Utah Power & Light Company, docket No. IT-5839, 
on the question of disposition of Phoenix fees ; 

(h) Public Service Commission of Utah has advised that it is in agreement 
with the dispositions ordered herein ; 

The Commission finds that: 

(1) Except for the proposed reservations of Traction Company respecting 
the ultimate disposition of amounts credited to Account 252, it is reasonable 
and appropriate for the purposes of the Act, that Traction Company dispose 
of $2,851,184.39 in the manner described in paragraph (d) of this order, pro- 
vided that the annual amortization charges be made to Account 537, miscel- 
laneous amortization, instead of to Account 505; 

(2) It is reasonable and appropriate for the purposes of the Act that the 
amount of $400,760.24 classified in Account 108.55 be disposed of in the manner 
described in paragraph (e) of this order; 

(3) It is reasonable and appropriate for the purposes of the Act that the 
net debit amount of $38,374.74 classified in Account 107 be disposed of in the 
manner described in paragraph (f) of this order and that the credit amount 
of $51,873.41 be retained in Account 107 pending determination by the Com- 
mission of the actual legitimate original cost of licensed project No. 597; 

(4) It is reasonable and appropriate for the purposes of the Act that the 
$44,046.87 balance of Phoenix fees at December 31, 1943, be transferred from 
Account 100.2 to Account 107 and retained in that account pending further 
order of the Commission ; 

The Commission orders that: 

(A) Traction Company dispose of $2,851,184.39 classified in Account 100.5 
in the manner described in .paragraph (d) above, provided that the annual 
amortization charges be made to Account 537 and provided further, that nothing 
herein contained shall be construed as approving the reservations of Traction 
Company in respect to ultimate disposition of amounts credited to Account 252; 

(B) Traction Company dispose of the $400,760.24 and the $38,374.74 in the 
manner described in paragraphs (e) and (f), above, respectively; retain the 
credit amount of $51,873.41 in Account 107 pending determination by the Com- 
mission of the actual legitimate original cost of licensed project No. 597; and 
transfer the $44,046.87, described in paragraph (g), from Account 100.2 to Ac- 
count 107, retaining that amount in Account 107 pending further order of the 
Commission ; 

(C) Traction Company submit within 30 days after the date of this order 
certified copies of the entries effecting disposition of the $400,760.24 herein 
ordered, certified copies of the entries effecting disposition of the $38,374.74 
herein ordered and of the transfer of the $44,046.87 from Account 100.2 to Ac- 
count 107; and submit annually, within 30 days after the close of each year, 
beginning with 1944, certified copies of the entries made in compliance with 
the requirements as to the $2,851,184.39 classified in Account 100.5; 

(D) Since the staff has made no field examination of Traction Company’s 
revised reclassification and original cost studies respecting the amount of 
$19,291,901.05, the Commission reserves the right to make any examination or 
analyses of such studies as it may deem necessary and to require Traction 
Company to make such further accounting adjustments ; 

(EF) The provisions of this order shall not be construed as dispensing with 
the necessity for full compliance with the Public Utility Holding Company 
Act of 1935 or the rules, regulations and orders issued by the Securities and 
Exchange Commission. 






















































. 
APPENDIX—ORDERS 799 


Order directing disposition of amounts classified in Account 
100.5, electric plant acquisition adjustments, and 
approving disposition of additional amounts classified in 
Account 107, electric plant adjustments 


The Western Colorado Power Company 
(Docket No. IT-5879) 
December 5, 1944 


It appearing to the Commission that: 

(a) On April 4, 1944, the Commission issued its opinion and order in the 
above-entitled proceeding, supra, p. 44, 53 P. U. R. (N.S.) 65, requiring The 
Western Colorado Power Company (“Colorado”), among other things, to com- 
plete and file additional studies with respect to a total amount of $4,441,024.00 
described in said opinion setting forth Colorado’s proposed classification of this 
amount and proposed plans for the disposition of all or any portion thereof 
classifiable in Account 100.5, electric plant acquisition adjustments, and Ac- 
count 107, electric plant adjustments, and to retain that amount in Account 
100.6, electric plant in process of reclassification, pending the further order 
of this Commission. On June 27, 1944, Colorado filed the additional studies 
with the Commission ; 

(b) In its revised studies Colorado has classified a net credit of $75,552.98, 
representing the net excess of original cost over purchase cost of acquired 
properties, in Account 100.5 and proposes to transfer that amount from Ac- 
count 100.5 to Account 250, reserve for depreciation of electric plant; 

(c) Pursuant to the Commission’s order of April 4, 1944, Colorado classified 
$4,166,586.52 in Account 107 and disposed of that amount by a charge to Ac- 
count 271, earned surplus. Colorado has now classified an additional net debit 
amount of $220,698.58 in Account 107 which it proposes to dispose of as follows: 


To Account 258.27, reserve for plant adjustments: 
Additional acquisition costs, etc., of acquired prop- 
erty (cleared through Account 107) —~ -.------~ $(67,281.51) 
Maintenance costs erroneously included in plant__ 66,484.74 
Preliminary engineering and surveying costs on 
projects not constructed, erroneously included 





Sh PUNO LL 0 Bi a a ee 1,774.36 $ 977.59 
To Account 250, reserve for depreciation of electric = 8 8 # ~ 
plant: 
Unrecorded retirements of acquired property... 160,019.01 
Adjustment of recorded retirements ~_._---_---~ 29,043.63 
Salvage credits and costs of dismantling, errone- 
GUNES, TOG. BE IE ccrcceemcmatemsitaltcos 30,658.35 219,720.99 
OEE «.<..srenpamcnmning ilies tha bhicee ent 4 oo, 


(d) Colorado has also classified a credit amount of $204,334.87 in Account 
107, representing the alleged excess of claimed actual legitimate original cost 
over original cost of Colorado’s licensed hydroelectric projects, and proposes to 
retain that credit amount in Account 107 until the Commission shall have 
determined the actual legitimate original cost of the company’s licensed hydro- 
electric projects. At the time the Commission’s opinion in this matter was 
issued this excess was believed to be a credit amount of $188,515.01 and was 
so described in said opinion. The order of April 4, 1944, required the classifi- 
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cation of that credit amount in Account 107 pending a determination of the 
actual legitimate original cost of the company’s hydroelectric projects and 
further order of the Commission. Colorado has determined, however, that this 
excess is a credit amount of $204,334.87 which it now proposes to classify and 
retain in Account 107 as above indicated in lieu of the $138,515.01; 

(e) In the Commission’s order of April 4, 1944 (paragraphs (A) and (C) ), 
Colorado was directed to classify $12,259.77, representing fees paid to 
Phoenix Utility Company, an associated construction company, in Account 107 
and to dispose of that amount by an immediate charge to Account 271, 
earned surplus. Thereafter, on May 2, 1944, Colorado filed an application 
for rehearing with respect to those requirements and on May 5, 1944, the 
Commission entered an order staying the disposition requirements of the 
order of April 4, 1944, as they relate to the $12,259.77, but the Commission did 
not stay the requirement that said amount be classified in Account 107. In 
its revised studies, Colorado has not classified the $12,259.77 in Account 107 
and now proposes that the amount be classified in Account 100.1, electric plant 
in service. Colorado further proposes, however, retention of the $12,259.77 in 
Account 107, if the Commission shall order it classified therein, until the issues 
respecting Phoenix fees have been disposed of in Utah Power & Light Com- 
pany, docket No. IT-5839, in which proceeding rehearing has been granted 
with respect to the disposition of similar fees. Colorado further proposes to 
dispose of the $12,259.77 by a charge to Account 258.27, reserve for plant ad- 
justments, if after rehearing in docket No. IT-5839, the Commission shall 
order Colorado to dispose of the Phoenix fees and Colorado shall not seek 
court review ; 

(f) The reserve for plant adjustments which Colorado proposes to utilize 
for the disposition of certain amounts described in paragraph (c) of this 
order and eventually for disposition of Phoenix fees, was created in an 
amount of $220,000 by a charge to Account 271, earned surplus, pursuant to 
an order of the Securities and Exchange Commission dated November 29, 1943; 

(g) No field study of Colorado’s studies has been made by the staff of this 
Commission ; 

(h) By letter dated October 3, 1944, the Public Utilities Commission of 
the State of Colorado has advised this Commission that it is in agreement with 
the dispositions herein ordered ; 

The Commission finds that: 

(1) It is reasonable and appropriate for the purposes of the Act that the 
net credit amount of $75,552.98 classified in Account 100.5 be disposed of by 
a transfer of that amount to Account 250, reserve for depreciation of electric 
plant ; 

(2) It is reasonable and appropriate for the purposes of the Act that the 
net debit amount of $220,698.58 classified in Account 107 be disposed of in 
the manner described in paragraph (c) of this order and that the credit 
amount of $204,334.87 described in paragraph (d) of this order be retained in 
Account 107 pending determination by the Commission of the actual legitimate 
original cost of Colorado’s licensed hydroelectric projects; 

(3) Under the provisions of the Commission’s order of April 4, 1944, the 
$12,259.77 described in paragraph (e) of this order is required to be classified 
in Account 107 and it is reasonable and appropriate for the purposes of the 
Act that said amount be retained in Account 107 pending further order of 
the Commission ; 

The Commission orders that: 
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(A) Colorado dispose of the net credit amount of $75,552.98 as described 
in paragraph (1) hereof, and of the $220,698.58 as described in paragraph 
(c) hereof; 

(B) Colorado retain the credit amount of $204,334.87, described in para- 
graph (d) hereof, in Account 107, pending determination by the Commission 
of the actual legitimate original cost of Colorado’s licensed hydroelectric 
projects and pending further order of the Commission upon such determina- 
tion ; 

(C) Colorado classify the $12,259.77 of Phoenix fees in Account 107 as 
required by paragraph (A) of the order of April 4, 1944, and retain that 
amount therein pending further order of the Commission ; 

(D) Colorado submit within thirty days from the date of this order certi- 
fied copies of the entries effecting the requirements of paragraphs (A) to (C), 
inclusive, of this order ; 

(E) Since the staff of this Commission has made no field examination of 
Colorado’s revised reclassification and original cost studies, the Commission 
reserves the right to make any examination or analyses of the company’s 
studies as it may deem necessary and to require the company to make such 
other accounting adjustments as it may deem appropriate; 

(F) The provisions of this order shall not be construed as dispensing with 
the necessity for full compliance with the Public Utility Holding Company 
Act of 1935 or the rules, regulations and orders issued by the Securities and 
Exchange Commission. 


Order instituting investigation 
Penn-York Natural Gas Corporation 
(Docket No. G-600) 
December 5, 1944 


It appears to the Commission that: 

(a) Penn-York Natural Gas Corporation (hereinafter sometimes referred 
to as “respondent”) is engaged in the transportation of natural gas in inter- 
state commerce and the sale in interstate commerce of natural gas for re- 
sale for ultimate public consumption for domestic, commercial, industrial, or 
other use; 

(b). Respondent is a natural-gas company within the meaning of the Natu- 
ral Gas Act as heretofore found by the Commission in its order entered 
March 30, 1948, In the Matter of Penn-York Natural Gas Corporation, docket 
No. G—260, 3 F.P.C. 958 ; 

(c) The rates and charges made, demanded and received by respondent for 
the transportation and sale of natural gas subject to the jurisdiction of the 
Commission and the terms and conditions of the contracts affecting such rates 
and charges may be unjust and unreasonable ; 

The Commission finds that: 

It is necessary and proper in the public interest, and to aid in the enforce- 
ment of the provisions of the Natural Gas Act, that an investigation be in- 
stituted by the Commission into and concerning all rates, charges, or classifi- 
cations demanded, observed, charged, or collected by Penn-York Natural Gas 
Corporation for or in connection with any transportation or sale of natural 
gas subject to the jurisdiction of the Commission and any rules, regulations, 
practices or contracts affecting such rates, charges or classifications ; 
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The Commission orders that: 
An investigation be and the same hereby is instituted for the purpose of 
enabling the Commission : 

(A) To determine whether, in connection with any transportation or sale 
of natural gas subject to the jurisdiction of this Commission, any rates, 
charges or classifications demanded, observed, charged or collected, or any 
rules, regulations, practices, or contracts affecting such rates, charges or 
classifications, are unjust, unreasonable, unduly discriminatory, or preferen- 
tial; and 

(B) If, after hearing, it shall find that any of such rates, charges, classifi- 
cations, rules, regulations, practices, or contracts, subject to the jurisdiction 
of this Commission, are unjust, unreasonable, unduly discriminatory, or prefer- 
ential, to determine and fix by appropriate order or orders, just and reason- 
able rates, charges, classifications, rules, regulations, practices, or contracts 
to be thereafter observed and in force. 


Order issuing certificate of public convenience and necessity 
Empire Gas and Fuel Company 
(Docket No. G-546) 
December 12, 1944 


It appears to the Commission that: 

(a) Empire Gas and Fuel Company (applicant) filed an application and 
a supplement thereto on May 13, 1944, and August 7, 1944, respectively, pur- 
suant to section 7 of the Natural Gas Act, as amended, for a certificate of 
public convenience and necessity to authorize it to acquire from its affiliate, 
Empire Producing Corporation, and operate the following-described facilities : 

Approximately 8.1 miles of eight-inch natural-gas transmission pipe line, 
beginning at a point of connection with a pipe line of the New York State 
Natural Gas Corporation on the Carpenter Farm, Hebron Township, Penn- 
sylvania, and extending in a northeasterly direction to a connection with an 
existing six-inch pipe line of applicant at Holmes Junction, Oswayo Township, 
Potter County, Pennsylvania; 

(b) After appropriate notice of the Commission’s order of August 31, 1944, 
fixing date of hearing, a public hearing was held on this matter at Washing- 
ton, D. C., on September 12, 1944, No protest to the application has been re- 
ceived ; 

(c) On November 30, 1943, applicant and New York State Natural Gas 
Corporation entered into a contract whereby the latter agreed to sell and de- 
liver to applicant, for a term of twenty years, 1,000 M.c.f. of natural gas 
daily during the months of January, February, March, and April, and 750 
M.c.f. daily during the months of May, June, July, August, September, Oc- 
tober, November, and December; such gas to be delivered to applicant from 
the New York State Natural Gas Corporation’s pipe line system at a point on 
the Carpenter Farm, Hebron Township, Potter County, Pennsylvania; 

(d) The Commission in its order of April 26, 1944, in docket No. G-508 
supra, p. 71, authorized New York State Natural Gas Corporation to sell and 
deliver natural gas to applicant in accordance with the terms and condi- 
tions of the contract between the parties, described in paragraph (c) above, 
limited, however, to the delivery to applicant of a maximum of 303,750 M.c.f. 
annually ; 
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(e) The facilities described in paragraph (a) above, and proposed to be 
acquired and operated by applicant, wilk-be used for the receipt and trans- 
mission to applicant’s existing pipe line system of the natural gas to be pur- 
chased by applicant. from New York State Natural Gas Corporation under the 
contract above referred to, and applicant has no other facilities by means 
of which it may receive such gas; 

(f) On December 1, 1943, applicant purchased the facilities described in 
paragraph (a) above from its affiliate, Empire Producing Corporation, for 
and in consideration of $34,262.40 in cash. The original cost of such facilities 
is represented to be $45,096.45, and the depreciation accrued, $12,785.79, thus 
leaving an acquisition adjustment of $1,951.74 which applicant proposes to 
write off against earned surplus ; 

(g) The proposed operation of the facilities described in paragraph (qa), 
above, is necessary for the maintenance of adequate natural gas service to 
presently existing customers of applicant and of its affiliate, Empire Gas 
and Fuel Company, Ltd. ; 

(h) The facilities described in paragraph (a) above are proposed to be 
operated as an integral part of applicant’s existing natural gas transmission 
system which consists principally of interconnected pipe lines and appurtenant 
facilities, located in the State of Pennsylvania and used for the transporta- 
tion and sale of natural gas in interstate commerce for resale for ultimate 
public consumption ; 

(i) There will be no abandonment of service by reason of the proposed 
acquisition and operation by applicant of the facilities described in paragraph 
(a) above as such facilities have not been used by Empire Producing Cor- 
poration since September 30, 1939 ; 

(j) Applicant’s natural gas supply is adequate to meet the requirements 
resulting from the operation of the proposed facilities ; 

The Commission, having considered the application and the record thereon 
with respect to the matters involved and the issues presented, finds that: 

(1) Applicant, a Pennsylvania corporation having its principal place of 
business in Wellsville, New York, is engaged in the transportation and sale 
in interstate commerce of natural gas for resale for ultimate public con- 
sumption and is a “natural-gas company” within the meaning of the Natural 
Gas Act, as heretofore found by the Commission in its order of June 1, 1943, 
in docket No. G-300, 3 F.P.C. 1013; 

(2) The natural gas facilities referred to in paragraph (a@) above will be 
used for the transportation and sale of natural gas, subject to the jurisdiction 
of the Commission, and the acquisition and operation thereof by the applicant 
are subject to the requirements of subsections (c) and (e) of section 7 of the 
Natural Gas Act, as amended ; 

(3) Applicant is able and willing properly to do the acts and perform the 
service proposed and to conform to the provisions of the Natural Gas Act, 
as amended, and the requirements, rules and regulations of the Commission 
thereunder ; 

(4) The proposed acquisition and operation by applicant of the facilities 
described in paragraph (a) above are and will be required by’ the present 
and future public convenience and necessity, and a certificate therefor should 
be granted as hereinafter ordered ; 

Therefore, the Commission orders that: 


(A) A certificate of public convenience and necessity be and it hereby 
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is issued authorizing applicant to operate the facilities referred to in para- 
graph (a) above, and more fully described in the application in this pro- 
eeeding and exhibits appended thereto, for the transportation and sale of 
natural gas, subject to the jurisdiction of the Commission, upon the terms 
and conditions of this order ; 

(B) This certificate is conditioned upon applicant charging its earned sur- 
plus account with $1,951.74, described in paragraph (f) above, as the amount 
representing the excess of the purchase price over the estimated depreciated 
original cost of the facilities described in paragraph (a) above; 

(C) This certificate shall not be transferable and is without prejudice to 
the authority of this Commission or any other regulatory body with respect to 
rates, service, accounts, valuation, estimate or determination of cost, or any 
other matters whatsoever now pending or which may come before this Com- 
mission or other regulatory body, and nothing herein shall be construed as an 
acquiescence by this Commission in any estimate or determination of cost or 
any valuation of property claimed or asserted ; 

(D) Nothing herein is to be construed as affecting in any manner the de- 
termination of the service area of applicant or any other natural-gas com- 
pany under section 7(f) of the Natural Gas Act; 

(E) This certificate shall be effective as long as applicant continues the 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act, as amended, and any pertinent rules, regulations, or orders hereto- 
fore or hereafter issued by the Commission ; 

(F) Appropriate evidence of the issuance of this certificate shall be fur- 
nished to applicant. 


Order issuing certificate of public convenience and necessity 


Cincinnati Gas Transportation Company, United Fuel Gas Company, 
and Warfield Natural Gas Company 


(Docket No. G-551) 
December 12, 1944 


It appears to the Commission that: 

(a) On May 26, 1944, Cincinnati Gas Transportation Company, United Fuel 
Gas Company and Warfield Natural Gas Company filed a joint application 
amended by an amendment to the joint application filed July 6, 1944, for a 
certificate of public convenience and necessity pursuant to section 7 of the 
Natural Gas Act, as amended, to authorize the construction and operation of 
the following described facilities: 

(1) Proposed by Cincinnati Gas Transportation Company: 

An 8-inch pipe line, 400 feet in length, with a measuring station and ap- 
purtenant facilities at Leach, Kentucky, to permit delivery of natural gas to 
be received from Tennessee Gas and Transmission Company to Cincinnati Gas 
Transportation Company ; 

(2) Proposed by Warfield Natural Gas Company: 

(i) A 10-inch pipe line, 1,350 feet in length, with appurtenant facilities, 
near Burnaugh, Kentucky, extending from the pipe line of Tennessee Gas and 
Transmission Company in a westerly direction to connect with an existing pipe 
line of the Warfield Natural Gas Company ; 
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(ii) A 10-inch pipe line, 2,084 feet in length, near Burnaugh, Kentucky, 
extending from an existing 10-inch pipe-line of Warfield Natural Gas Com- 
pany in an easterly direction to connect at a point on the west side of Big 
Sandy River with a 10-inch pipe line proposed to be constructed by United 
Fuel Gas Company, together with a measuring station and appurtenant fa- 
cilities ; 

(3) Proposed by United Fuel Gas Company: 

(i) A 10-inch pipe line, 1,995 feet in length with appurtenant facilities 
near Burnaugh, Kentucky, extending from a point of interconnection with a 
proposed pipe line of Warfield Natural Gas Company on the west side of the 
Big Sandy River, in an easterly direction across the Big Sandy River to an 
existing 20-inch pipe line owned by United Fuel Gas Company ; 

(ii) A 12-inch pipe line, 450 feet in length, at Kenova compressor station 
of Cincinnati Gas Transportation Company, to transport natural gas to be 
received from Tennessee Gas and Transmission Company to United Fuel Gas 
Company lines and thence to The Ohio Fuel Gas Company, together with ap- 
purtenant facilities including a 20-inch gas-mixing chamber, gate valves, and 
measuring station structures ‘and equipment ; 

(iii) A pipe line consisting of 32,800 feet of 12-inch and 4,000 feet of 16- 
inch pipe, extending from a point on the Tennessee Gas and Transmission 
Company 20-inch pipe line, in Kanawha County, West Virginia, in a northerly 
direction to Lewis compressor station of United Fuel Gas Company in Roane 
County, West Virginia, together with appurtenant measuring station struc- 
tures and equipment ; 

(b) This matter was set for public hearing by order entered by the Com- 
mission on July 22, 1944, and appropriate notice thereof was duly given, in- 
cluding publication of such order in the Federal Register on July 26, 1944 
(9 F. R. 9019) and transmittal thereof to the regulatory commissions of Ken- 
tucky, Maryland, New York, Ohio, Pennsylvania, Texas, Virginia, West Vir- 
ginia, and the District of Columbia. Pursuant to authority granted by order 
entered August 8, 1944, the Pennsylvania Public Utility Commission inter- 
vened and participated in the hearing in this proceeding held on August 30, 
1944 ; 

(c) The facilities described in paragraph (@) hereof will become a part of 
the applicants’ general pipe-line systems in the States of Kentucky and West 
Virginia, and will be operated by applicants to receive in such States natural 
gas from the interstate pipe line of Tennessee Gas and Transmission Com- 
pany and to transport and sell such gas to customer companies for resale 
for ultimate public consumption for domestic, commercial, industrial or other 
use in the States of Kentucky, Maryland, New York, Ohio, Pennsylvania, 
Virginia, West Virginia and the District of Columbia ; 

The Commission, having considered the application herein and the record 
made in the public hearing with respect thereto, finds that: 

(1) Cincinnati Gas Transportation Company, a West Virginia corpora- 
tion having its principal place of business at Charleston, West Virginia, is 
a natural-gas company within the meaning of the Natural Gas Act, as hereto- 
fore found by the Commission in its order of January 18, 1944, in docket 
No. G—339, supra, p. 494; 

(2) Warfield Natural Gas Company, a Kentucky corporation having its 
principal place of business at Charleston, West Virginia, is a natural-gas com- 
pany within the meaning of the Natural Gas Act, as heretofore found by the 
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Commission in its order of December 7, 19438, in docket No. G-342, supra, p. 445; 

(3) United Fuel Gas Company, a West Virginia corporation having its 
principal place of business at Charleston, West Virginia, is a natural-gas com- 
pany within the meaning of the Natural Gas Act, as heretofore found by the 
Commission in its order of March 1, 1944, in docket No. G-341, supra, p. 534; 

(4) The facilities described in paragraph (a) hereof will be constructed 
and operated for the transportation of natural gas in interstate commerce and 
for the sale in interstate commerce of natural gas for resale for ultimate pub- 
lic consumption for domestic, commercial, industrial or other use and are, 
therefore, subject to the jurisdiction of the Commission and the requirements 
of section 7 of the Natural Gas Act, as amended. 

(5) The applicant companies are able and willing properly to do the acts 
and perform the service proposed and to conform to the provisions of the 
Act and the requirements, rules and regulations of the Commission there- 
under ; 

(6) The construction and operation of the facilities described in paragraph 
(a) hereof are and will be required by the present and future public con- 
venience and necessity and a certificate therefor should be granted as herein- 
after ordered ; 

The Commission orders that: 

(A) A certificate of public convenience and necessity be and it hereby is 
issued authorizing the construction and operation by Cincinnati Gas Trans- 
portation Company, Warfield Natural Gas Company, and United Fuel Gas 
Company of the facilities described in sub-paragraphs (1), (2), and (3) re- 
spectively of paragraph (a) hereof, subject to the terms and conditions of this 
order ; 

(B) The facilities herein authorized shall not be used for the transporta- 
tion or sale of natural gas received from Tennessee Gas and Transmission 
Company in excess of the aggregate volumes provided for in Article II, para- 
graph 4, of the present Tennessee Gas and Transmission Company’s rate sched- 
ule F.P.C. No. 2 (i.e. such facilities shall not be used for the transportation 
and sale of the additional volumes provided for in Article XV, paragraph 7, 
of said rate schedule) unless specifically hereafter authorized by the Com- 
mission ; 

(C) This certificate shall not be transferable and is without prejudice to 
the authority of this Commission or any other regulatory body with respect 
to rates, contracts, service, accounts, valuation, estimate or determination of 
cost, or any other matter whatsoever now pending or which may come before 
this Commission or such other regulatory body, and nothing herein shall be 
construed as an acquiescence by this Commission in any estimate or determi- 
nation of cost or any valuation of property claimed or asserted; 

(D) Nothing herein is to be construed as affecting in any manner the de- 
termination of the service area of applicants or of any other natural-gas 
company under section 7(f) of the Natural Gas Act; 

(E) This certificate shall be effective as long as applicants continue the 
operations hereby authorized in accordance with the provisions of the Natu- 
ral Gas Act and any pertinent rules, regulations or orders heretofore or here- 
after issued by the Commission ; 

(F) Appropriate evidence of the issuance of this certificate shall be fur- 
nished to applicants. 
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Order issuing certificate of public convenience and necessity 
Hope Natural Gas Company 
(Docket No. G-511) 
December 12, 1944 


It appearing to the Commission that: 

(a) On December 7, 1943, Hope Natural Gas Company (hereinafter some- 
times referred to as “applicant”) filed with the Commission an application for 
a certificate of public convenience and necessity pursuant to section 7 of the 
Natural Gas Act, as amended, to authorize the construction and operation of 
the following-described facilities at applicant’s Cornwell Compressor Station 
in Kanawha County, West Virginia: 

(i) One gas engine gas compressor of 1,000 horsepower ; 

(ii) Two high stage compressors which will be attached to 1,000 horsepower 
steam engine presently in use; 

(iii) Gas and water coolers and other appurtenant equipment; 

(iv) Revamping of the station piping system in order to take care of the 
higher pressures at which gas will be received and discharged ; 

(v) Small extension of the dehydration plants; 

(b) Subsequently, applicant on December 27, 1943, filed a telegraphic appli- 
cation for temporary authorization to construct and operate the aforesaid 
facilities, and such temporary authorization was granted by the Commission 
on January 1, 1944, pending final determination of the application herein; 

(c) Upon receipt of the aforesaid temporary authorization applicant placed 
orders for the necessary materials and shortly thereafter commenced con- 
struction of the facilities above described. The construction of such facilities 
had been substantially completed at the time of hearing in this matter on April 
12, 1944; 

(d) In accordance with the Commission’s order of February 22, 1944, fixing 
date of hearing, which order was published in the Federal Register on February 
26, 1944 (9 F. R. 2242), a public hearing was held on April 12, 1944, with re- 
spect to granting the permanent authorization sought by the application of 
December 7, 1943. No protest to the application has been received ; 

(e) Applicant produces and purchases natural gas in the State of West 
Virginia and transports such gas by means of the pipe-line system which it owns 
and operates in said State and sells such gas to other companies for resale 
for ultimate public consumption for domestic, commercial, industrial or other 
use in the States of Ohio and Pennsylvania; 

(f) The facilities described in paragraph (a) hereof will become an integral 
part of applicant’s general system in the State of West Virginia, and will be 
operated by applicant to pump northward gas produced locally in the State 
of West Virginia and gas which will be received from Tennessee Gas and Trans- 
mission Company’s interstate pipe line extending from Texas to West Virginia. 
Applicant will transport and sell such gas to maintain adequate service to, and 
to supply general market demands ; 

The Commission, having considered the application herein, the record made in 
the public hearing with respect thereto, and the briefs filed by counsel finds 
that : 

(1) Hope Natural Gas Company, a West Virginia corporation having its 
principal place of business at Clarksburg, West Virginia, is engaged in the 
transportation of natural gas in interstate commerce, the sale in interstate 
commerce of natural gas for resale for ultimate public consumption, and is 
a natural-gas company within the meaning of the Natural Gas Act; 
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(2) The facilities described in paragraph (a) hereof are facilities for the 
transportation of natural gas in interstate commerce and the sale in inter- 
state commerce of natural gas for resale for ultimate public consumption, and 
are, therefore, subject to the jurisdiction of the Commission and the require- 
ments of section 7 of the Natural Gas Act, as amended ; 

(3) Applicant is able and willing properly to do the acts and perform the 
service proposed and to conform to the provisions of the Act and the require- 
ments, rules and regulations of the Commission thereunder ; 

(4) The construction and operation of the facilities described in paragraph 
(a) hereof are and will be required by the present and future public con- 
venience and necessity and a certificate therefor should be granted as herein- 
after ordered; 

The Commission orders that: 

(A) A certificate of public convenience and necessity be and it hereby is 
issued authorizing the construction and operation by Hope Natural Gas Com- 
pany of the facilities described in paragraph (a) hereof, subject to the terms 
and conditions of this order ; 

(B) The facilities herein authorized shall not be used for the transportation 
or sale of natural gas received from Tennessee Gas and Transmission Company 
in excess of the aggregate volumes provided for in Article II, paragraph 4, 
of the present Tennessee Gas and Transmission Company’s rate schedule FPC 
No. 1 (i.e. such facilities shall not be used for the transportation and sale of 
the additional volumes provided for in Article XV, paragraph 8, of supplement 
No. 1 to said rate schedule) unless specifically hereafter authorized by the 
Commission ; 

(C) This certificate shall not be transferable and is without prejudice to 
the authority of this Commission or any other regulatory body with respect to 
rates, contracts, service, accounts, valuation, estimate or determination of 
cost, or any other matter whatsoever now pending or which may come before 
this Commission or such other regulatory body, and nothing herein shall be 
construed as an acquiescence by this Commission in any estimate or determina- 
tion of cost or any valuation of property claimed or asserted ; 

(D) Nothing herein is to be construed as affecting in any manner the deter- 
mination of the service area of applicant or any other natural-gas company 
under section 7(f) of the Natural Gas Act; 

(E) This certificate shall be effective as long as applicant continues the 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act and any pertinent rules, regulations or orders heretofore or hereafter 
issued by the Commission ; 

(F) Appropriate evidence of the issuance of this certificate shall be fur- 
nished to applicant. 


Order instituting investigation 


Tennessee Gas and Transmission Company and 
The Chicago Corporation 


(Docket No. G—606) 
December 15, 1944 


It appears to the Commission that: 
(a) Tennessee Gas and Transmission Company, a Tennessee corporation 
(hereinafter called “Tennessee Company”) owns and operates, among other 
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facilities, a natural-gas main transmission pipeline extending from a point in 
Nueces County, Texas, in a general northeasterly direction through the States 
of Louisiana, Mississippi, Tennessee and Kentucky, to Cornwell, West Virginia. 
Tennessee Company purchases its entire natural-gas supply from The Chicago 
Corporation in Nueces County, Texas, which it transports through such trans- 
mission pipeline for delivery and sale to United Fuel Gas Company (herein- 
after called the “United Company”) in Kentucky and West Virginia and Hope 
Natural Gas Company (hereinafter called the “Hope Company”) in West 
Virginia for resale for ultimate public consumption in Kentucky, West Virginia, 
Ohio, Pennsylvania, and New York. Tennessee Company, being engaged in the 
transportation and sale of natural gas in interstate commerce for resale for 
ultimate public consumption, is a natural-gas company within the meaning 
of the Natural Gas Act ;? 

(b) On April 27, 1944, the Tennessee Company filed its rate schedule FPC 
No. 1, as supplemented, for the sale of natural gas to the Hope Company, and 
on the same date it filed its rate schedule FPC No. 2 for the sale of natural 
gas to the United Company ; 

(c) On October 3, 1944, the United Company and its affiliated companies, 
Warfield Natural Gas Company and Cincinnati Gas Transportation Company, 
filed rate schedules seeking total combined rate increases (after eliminating 
inter-company transactions) of approximately six million dollars annually 
based on, among other things, the rate charged by the Tennessee Company ; 

(d) By order of November 2, 1944, in docket No. G-591, supra, p. 759, the 
Commission suspended such proposed increased rates filed on October 3, 1944, 
pending a hearing and decision thereon, and said matter is undetermined ; 

(e) Tennessee Company is a subsidiary of and is controlled by The Chicago 
Corporation ; 

(f) The Chicago Corporation is engaged in, among other operations, the 
purchase and production of natural gas in Nueces, Jim Wells and Kleberg 
Counties, Texas, which it sells and delivers to Tennessee Company for resale in 
interstate commerce for ultimate public consumption, and may be a natural- 
gas company within the meaning of the Natural Gas Act; 

The Commission finds that: 

It is necessary and proper in the public interest and to aid in the enforce- 
ment of the provisions of the Natural Gas Act that an investigation be in- 
stituted by the Commission, upon its own motion: 

(1) To determine whether The Chicago Corporation is a natural-gas com- 
pany within the meaning of the Natural Gas Act; and 

(2) Into and concerning all rates, charges, or classifications demanded, ob- 
served, charged or collected by the Tennessee Company and The Chicago Cor- 
poration (if found to be a natural-gas company) in connection with any trans- 
portation or sale of natural gas, subject to the jurisdiction of the Commission, 
and any rules, regulations, practices, or contracts affecting such rates, charges 
or classifications ; 

Wherefore, the Commission orders that: 

An investigation be and it is hereby instituted for the purpose of enabling 
the Commission : 

(A) To determine whether The Chicago Corporation is a natural-gas company 
within the meaning of the Natural Gas Act; 


1See Commission opinion and accompanying order dated September 24, 1943, In the 
Matter of Tennessee Gas and Transmission Company, docket No. G—230, 3 F. P. C. 574. 
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(B) To determine with respect to Tennessee Gas and Transmission Company 
and The Chicago Corporation (if found to be a natural-gas company) whether, 
in connection with any transportation or sale of natural gas, subject to the 
jurisdiction of the Commission, any rates, charges, or classifications demanded, 
observed, charged, or collected, or any rules, regulations, practices or contracts 
affecting such rates, charges, or classifications are unjust, unreasonable, unduly 
discriminatory or preferential ; 

(C) If the Commission, after a hearing has been had, shall find with respect 
to the Tennessee Gas and Transmission Company and The Chicago Corpora- 
tion (if found to be a natural-gas company) that any of their rates, charges, 
classifications, rules, regulatioris, practices, or contracts, subject to the juris- 
diction of the Commission, are unjust, unreasonable, unduly discriminatory, 
or preferential, to determine and fix by order or orders just and reasonable 
rates, charges, classifications, rules, regulations, practices, or contracts to be 
thereafter observed and in force. 


Order approving plans for the disposition of amounts 
classified in various adjustments accounts 


Louisville Gas and Electric Company 
(Docket No, IT-5835) 
December 15, 1944 


It appearing to the Commission that: 

(a) On July 18, 1943, the Federal Power Commission issued an order re- 
quiring Louisville Gas and Electric Company (“Louisville Company”) to show 
cause, under oath, if any there be, why Louisville Company should not be 
required to classify $20,785,249.14 as of January 1, 1937, in various adjust- 
ments accounts; dispose of $11,425,446.85 of the $20,785,249.14 in the manner 
proposed by the staff of the Commission as set forth in a report of the staff 
which had been served on Louisville Company; and to submit plans for the 
disposition of the balance of $9,359,802.79 ; 

(b) Louisville Company filed its answer to the order of July 13, 1943, after 
receiving an extension of time, on September 30, 1943. In its answer Louisville 
Company represented that up to June 30, 1943, it had disposed of $14,474,- 
398.08 of the $20,785,249.14, leaving a balance of $6,310,851.06 for disposition 
of which latter amount is stated $6,224,349.06 had been classified in Account 
100.5 and $86,502.00 in Account 108.11, common utility plant in service. Louis- 
ville Company, in its response, also set forth its proposals for disposition of 
the balance of $6,310,851.06 ; 

(c) Subsequent to the filing of Louisville Company’s answer, conferences 
were held between the Commission’s staff and representatives of the company 
with respect to the balance of $6,310,851.06 and as a result of such conferences 
Louisville Company on September 28, 1944, filed modified plans for the disposi- 
tion of the balance, which by reason of further dispositions of $174,560.96 made 
by Louisville Company subsequent to June 30, 1943, was now $6,136,290.10; 

(d) Louisville Company proposes that the $6,136,290.10, which has been 
classified by Louisville Company in Account 100.5, be disposed of as follows: 
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To Account 301, organization, representing organi- 
BOLIC  GEDOIGOE.. co icecctaicectiestiehet tanec a He . $5,752.50 
To Account 250, reserve for depreciation, repre- 
senting: 
(i) Unrecorded retirements relating to the re- 
construction of the company’s properties 
frome  1909R-1O0B ccc decide col skins $1,133,444.99 
(ii) Depreciation accrued on excess over original 
cost of properties acquired from Louis- 
ville Railway Company —~-------------- 344,453.21 1,477,898.20 
To Account 100.1, electric plant in service, repre- 
senting interest during construction ~______-__-_ 55,000.00 
To Account 151, capital stock expense, representing 
expenses incurred in connection with the issuance 
of capital stele wriesiiaii cee 2 Sik 86,502.00 
To Account 537, miscellaneous amortization over a 
period of 15 years beginning January 1, 1944, in 
equal annual charges, representing: 
(i) Excess of recorded cost over estimated 
original cost applicable to 1913 acquisi- 
ee an ee i i ei eS 4,204,117.01 
(ii) Portion of excess (not covered by deprecia- 
tion accruals) of recorded cost over orig- 
inal cost of properties acquired from 
Louisville Railway Company -----~~-- z 382,241.32 
(iii) Excess of original cost over recorded cost of 
Fort Knox transmission line  ~-__---_~~- (75,220.98) 4,511,137.40 


rere ivchatietee caret — Cee 


(e) Louisville Company has also filed with the Commission its reclassifica- 
tion and original cost studies of gas plant pursuant to gas plant accounts in- 
struction 2-D of the Commission’s Uniform System of Accounts Prescribed for 
Natural Gas Companies and Order No, 73 pertaining thereto. In these studies 
the Louisville Company has classified $514,059.93 in Account 100.5, gas plant 
acquisition adjustments, and a net debit amount of $432,224.20 in Account 107, 
gas plant adjustments; 

(f) The $514,059.93 classified in Account 100.5, gas plant acquisition ad- 
justments, consists of the following items: 





Organization expense bs . eae _. $3,097.50 
Excess of recorded cost over cotimated original cost applicable to 

1088 acquishtiewe won si eb a Ss -.... 396,907.54 
Unrecorded retirements applicable to property acquired in 1913__ 117,095.00 
Excess of estimated original cost over acquisition cost incurred 

i RR an al ee ee ede eet eek arama baba (3,040.20) 


abe FO Ee iy ee ee 8 et 14,059.93 


(g) Of the $514,059.93 referred to in paragraph (f) above, Louisville Com- 
pany has disposed of $63,785.62 since January 1, 1940, by charges to Account 
537, miscellaneous amortization, and Account 250, reserve for depreciation. 
Louisville Company now proposes to dispose of the balance of the $514,059.93, 
namely, $450,274.31, by charging $3,097.50 to Account 301, organization; $86,- 
069.47 to Account 250, reserve for depreciation, and by amortizing the balance 
of $361,107.34 over a 15-year period beginning January 1, 1944, by equal annual 
charges to Account 537 ; 
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(h) The amounts classified by Louisville in Account 107, gas plant adjust- 
ments, consisting of $432,724.20 of unrecorded retirements and adjustments 
of retirements and a credit amount of $500, representing contributions in aid 
of construction, have been disposed of by Louisville Company by a charge to 
Account 250, and a credit to Account 265, contributions in aid of construction, 
respectively ; 

(i) Certain amounts classified by Louisville Company in Account 100.5, elec- 
tric plant acquisition adjustments, and in Account 100.5, gas plant acquisition 
adjustments, are properly classifiable in Account 107, electric plant adjust- 
ments, and Account 107, gas plant adjustments, respectively, but inasmuch as 
the dispositions proposed would be accomplished in the same manner from 
those accounts, there is no occasion to require Louisville Company to reclassify 
those amounts; . 

(j) The Public Service Commission of Kentucky has advised that it has 
no objections to the dispositions herein approved and ordered ; 

The Commission finds that: 

(1) The disposition of the $6,136,290.10 in the manner described in para- 
graph (d), above, is reasonable and appropriate for the purposes of the Federal 
Power Act; 

(2) The disposition of the $450,274.31 in the manner described in paragraph 
(g), above, is reasonable and appropriate for the purposes of the Natural Gas 
Act; 

The Commission orders that: 

(A) Louisville Company dispose of the $6,136,290.10 and the $450,274.31 in 
the manner described in paragraphs (d):. and (g), above; 

(B) Louisville Company submit certified copies of the entries effecting dis- 
position herein approved within 30 days after the date of this order with the 
exception that the entries effecting disposition of amounts by charges to Ac- 
count 537 shall be submitted within 30 days after the close of each year be- 
ginning with 1944; 

(C) Since the staff has made no field examination of Louisville Company’s 
gas studies, the Commission reserves the right to make any examination or 
analyses of such studies as it may deem necessary and to require Louisville 
Company to make further accounting adjustments in accordance therewith; 

(D) The provisions of this order are not to be construed as dispensing with 
the necessity for full compliance with the requirements of the Public Utility 
Holding Company Act of 1935, and the rules, regulations and orders issued by 
the Securities and Exchange Commission. 


Order authorizing and approving merger of facilities 


California Public Service Company and 
The California Oregon Power Company 


(Docket No. IT-5924) 
December 19, 1944 


California Public Service Company (hereinafter referred to as “Public”) and 
The California Oregon Power Company (hereinafter referred to as “Copco”) 
on October 28, 1944, filed a joint application for an order pursuant to section 
203 of the Federal Power Act, to the extent that such section should be deemed 
applicable, authorizing the sale of certain facilities and properties by Public, 
and the acquisition thereof by Copco; 
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It appears to the Commission from the,.application and telegram from Copco 
received December 19, 1944, and materials on file with the Commission, incor- 
porated by reference therein, that: 

(a) Copeo proposes to acquire by purchase from Public, under a contract 
entered into September 25, 1944 (a copy of which is set forth as Exhibit L), 
all of its electric production, transmission and distribution facilities located 
in Lake County, Oregon, sometimes referred to as the Lakeview property, and 
in Modoc County, California, sometimes referred to as the Alturas property, 
for a cash consideration of $470,000 subject to adjustments for current items; 

(b) There are no intercorporate relationships between Public and Copco 
through holding companies or ownership of securities. Public is a wholly- 
owned subsidiary of Peoples Light and Power Company. All of the common 
stock of Copco (being 50.02% of the voting power) is owned by Standard Gas 
& Electric Company. However, Copco’s system is adjacent to and is inter- 
connected with both the Lakeview and Alturas properties of Public, and fur- 
nishes the greater part of their electric energy requirements ; 

(c) The application states that the properties involved can be operated as a 
part of Copco’s system much more economically than they could be as a sepa- 
rate system and that Copco intends, as soon as practicable after acquisition 
of the properties, to establish rates on a basis comparable to rates in effect 
on other portions of Copco’s system ; 

(d) The application indicates that the purported original cost less the ap- 
plicable depreciation reserve exceeds the consideration to be paid by Copco. 
On this basis, the transaction will result in a credit entry in Copco’s Account 
100.5, electric plant acquisition adjustments, estimated to be $165,944.61. 
Original cost studies heretofore have been filed by Public relating to the elec- 
tric properties and facilities proposed to be acquired by Copco, but have not 
been audited by this Commission ; 

(e) By telegram dated December 19, 1944, Copeo advised that it has no 
objection to a requirement by the Commission directing that the resulting 
credit acquisition adjustment be transferred to depreciation reserve; 

(f) Written notice of the aforesaid application has been duly given to the 
Railroad Commission of California and the Public Utilities Commissioner of 
Oregon, and the governors of each of those states. Notice of the application was 
also published in the Federal Register on November 2, 1944, stating that any 
person desiring to be heard or to make any protest with reference to the appli- 
eation should file a petition or protest on or before November 20, 1944. No 
protest or petition or request to be heard in opposition to the granting of such 
application has been received ; 

(g) The Securities and Exchange Commission, on March 9, 1943, instituted 
proceedings under section 11(b) of the Public Utilities Holding Company Act 
of 1935 respecting Peoples Light & Power Company and its subsidiaries, in- 
cluding Public. Peoples Light & Power Company and Public have since then 
filed application with the Securities and Exchange Commission in respect to 
the transaction herein proposed which is to be carried out as a step necessary 
or appropriate to effectuate the provisions of section 11(b) of the Holding 
Company Act; 

(h) Notice of the application was given to the California Railroad Commis- 
sion and the Public Utilities Commissioner of Oregon, and they have advised 
that they are in general accord with the authorization of the acquisition and 
the accounting treatment provided for herein ; 

The Commission, having considered the aforesaid application and materials 
above referred to, finds that: 
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(1) Copco is a corporation organized and existing under and by virtue of the 
laws of the State of California, having its principal place of business in Med- 
ford, Oregon, and is engaged principally in the business of generating, transmit- 
ting and distributing electric energy within the States of California and Ore- 
gon. It owns and operates facilities, among others, for the transmission and sale 
at wholesale of electric energy which is transmitted from one or more of said 
states and consumed by persons other than the transmitter thereof at points 
outside the state from which it is transmitted. Such facilities are facilities for 
the transmission and sale at wholesale of electric energy in interstate commerce. 
Copco is therefore a public utility within the meaning of that term as used in 
section 203 of the Federal Power Act; 

(2) By the proposed acquisition of facilities, Copco will, directly or in- 
directly, merge or consolidate its facilities subject to the jurisdiction of this 
Commission, with the electric facilities proposed to be acquired from Public. 
Such merger or consolidation is subject to the requirements of section 203 of 
the Federal Power Act; 

(3) Public is subject to the requirements imposed by or under section 11(b) 
of the Public Utility Holding Company Act with respect to the proposed sale of 
facilities and therefore is exempt under section 318 of the Federal Power 
Act from the requirements of section 203 of that Act; 

(4) The proposed acquisition of facilities as hereinafter authorized will tend 
to the advancement of the integration of the facilities involved and improve- 
ment of service, and will be consistent with the public interest ; 

The Commission orders that: 

(A) The proposed merger or consolidation of facilities as described in the 
application be and the same hereby is authorized and approved on the terms 
and conditions set forth in the application and subject to the provisions of 
this order; 

(B) In consummating the transaction hereby authorized, Copco shall transfer 
to Account 250, reserve for depreciation, the credit balance in Account 100.5, 
electric plant acquisition adjustments, resulting from the proposed transaction ; 

(C) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
accounts, valuations, estimates or determinations of cost, or any other matter 
whatsoever which may come before this Commission or such other regulatory 
body, and nothing in this order shall be construed as acquiescence by this 
Commission in any estimate or determination of cost or any valuation of 
property claimed or asserted ; 

(D) This authorization shall expire within sixty days after the date of 
this order ; 

(EK) The applicant shall report within 10 days of the consummation of the 
proposed merger or consolidation of facilities as required by the Commis- 
sion’s Rules of Practice and Regulations, and shall file within six months 
from the date of consummation of the merger the following accounting in- 
formation: (1) balance sheet, containing columns (a) “before transaction,” 
(b) “entries to record transaction,” and (c) “after transaction”; (2) copies of 
journal entries recording acquisition, merger or consolidation; and (3) pro- 
posed journal entries to clear Account 391, electric plant purchased, as re- 
quired by electric plant accounts instruction 4 and 391 of the Uniform System 
of Accounts. 
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Order authorizing and approving merger of facilities 
Monongahela West Penn Public Service Company 
(Docket No. IT-5928) 

December 20, 1944 


Monongahela West Penn Public Service Company (hereinafter referred to as 
“Monongahela”, on November 24, 1944, filed an application for an order pur- 
suant to section 203 of the Federal Power Act, authorizing the merger into its 
own facilities of all of the electric utility facilities of West Virginia Light, 
Heat and Power Company (hereinafter referred to as “West Virginia Light”) ; 

It appears to the Commission from the application and exhibits thereto, and 
materials on file with the Commission, referred to therein, that: 

(a) Monongahela proposes to acquire by purchase from West Virginia 
Light, a non-affiliated company, under an agreement dated August 25, 1944 
(a copy of which is set forth as Exhibit L), all of its electric facilities and 
properties and all of its remaining assets, for a consideration of $427,633 in 
cash, subject to adjustments for current items since May 31, 1944. These fa- 
cilities and properties are located in Tyler, Wetzel and Marshall Counties, 
West Virginia, and constitute West Virginia Light’s electric production, trans- 
mission and distribution system ; 

(b) The territory served by West Virginia Light is contiguous to that served 
by Monongahela. The properties are interconnected and Monongahela presently 
supplies the greater part of the electric energy requirements of West Virginia 
Light ; 

(c) West Virginia Light has heretofore filed its reclassification and original 
eost studies with the Commission and pursuant to the Commission’s order of 
June 9, 1943 (docket No. IT-5823, 3 F. P. C. 1016), disposed of the amount of 
$476,051.37, plant adjustments, which it had classified in Account 107 by a 
charge to surplus; 

(d) The application states that the purchase price is based on the original 
cost of the facilities involved less depreciation per books of West Virginia Light, 
plus any net change in the material and supplies and work in progress since 
May 31, 1944; 

(e) Subsequent to the acquisition, Monongahela proposes to substitute its 
rates for those now in effect with the result that charges to consumers will 
be reduced approximately 10%, or some $21,000 per year; 

(f) Written notice of the aforesaid application has been duly given to the 
Public Service Commission of West Virginia, Public Utilities Commission of 
Ohio, Pennsylvania Public Utility Commission, State Corporation Commission 
of Virginia, Maryland Public Service Commission, and to the Governors of 
each of those States. Notice of the application was also published in the Fed- 
eral Register on November 30, 1944, stating that any person desiring to be 
heard or to make any protest with reference to the application should file a 
petition or protest on or before December 14, 1944. No protest or petition to be 
heard in opposition to the granting of such application has been received; 

(g) The Public Service Commission of West Virginia has approved the pro- 
posed sale and acquisition ; 

The Commission, having considered the aforesaid application, exhibits, and 
materials above referred to, finds that: 
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(1) Applicant, Monongahela, is a corporation organized and existing under 
and by virtue of the laws of the State of West Virginia, having its principal 
place of business in Fairmont, West Virginia, and is engaged principally in the 
business of generating, transmitting, and distributing electric energy within 
the States of West Virginia, and through wholly-owned subsidiaries in Ohio, 
Maryland and Virginia. It owns and operates facilities, among others, for the 
transmission and sale at wholesale of electric energy which is transmitted 
from one or more of said states and consumed by persons othes than the trans- 
mitter thereof at points outside the state from which it is transmitted. Such 
facilities are facilities for the transmission and sale at wholesale of electric 
energy in interstate commerce. Applicant Monongahela is, therefore, a public 
utility within the meaning of that term as used in section 203 of the Federal 
Power Act; 

(2) By the proposed acquisition of facilities, Monongahela will, directly 
or indirectly, merge or consolidate its facilities subject to the jurisdiction of 
this Commission with electric utility facilities proposed to be acquired from 
West Virginia Light. Such merger or consolidation is subject to the require- 
ments of section 203 of the Federal Power Act; 

(3) The electric facilities proposed to be acquired are now physically inter- 
connected with the applicant’s system and applicant is presently supplying 
the greater portion of West Virginia Light’s energy requirements. The pro- 
posed merger or consolidation of facilities will tend to the advancement of 
the integration of facilities involved, improvement of service, and reduction of 
rates, and as hereinafter authorized will be consistent with the public interest ; 

The Commission orders that: 

(A) The proposed merger or consolidation of facilities as described in the 
application, be and the same hereby is authorized and approved on the terms 
and conditions set forth in the application, subject to the provisions of this 
order ; 

(B) The foregoing authorization is without prejudice to the authority of this 
Commission or any other regulatory body with respect to rates, service, ac- 
counts, valuations, estimates or determinations of cost, or any other matter 
whatsoever which may come before this Commission or such other regulatory 
body, and nothing in this order shall be construed as acquiescence by this Com- 
mission in any estimate or determination of cost or any valuation of property 
claimed or asserted ; 

(C) This authorization shall expire within ninety days after the date of 
this order; 

(D) The applicant shall report within 10 days of the consummation of the 
proposed merger or consolidation of facilities as required by the Commission's 
Rules of Practice and Regulations, and shall file within six months from the 
date of consummation of the merger the following accounting information: 
(1) balance sheet, containing columns (a) “before transaction,” (b) “entries 
to record transaction,” and (c) “after transaction”; (2) copies of journal 
entries recording acquisition, merger or consolidation; and (3) proposed 
journal entries to clear Account 391, electric plant purchased, as required by 
electric plant accounts instruction 4 and Account 391 of the Uniform System 
of Accounts. 






of 


ne 





APPENDIX—ORDERS 


Order authorizing and approving sale and merger of facilities 


Northern States Power Company antl Willow River Power Company 
(Docket No. IT -—5923) 
December 29, 1944 


Northern States Power Company (“Northern States”) and Willow River 
Power Company (“Willow River”) on October 27, 1944, filed application pur- 
suant to section 203 of the Federal Power Act for authority for Northern 
States to merge and consolidate the electric facilities of Willow River and for 
Willow River to sell its electric properties and facilities to Northern States; 

It appears that: 

(a) Northern States is engaged principally in the production, transmission 
and distribution of electric energy in the west central part of the State of 
Wisconsin, serving 87 communities and adjacent areas, and in the east central 
part of the State of Minnesota, serving 12 communities and adjacent areas. 
Willow River is engaged principally in the production, transmission and dis- 
tribution of electric energy in the Counties of St. Croix and Dunn in the State 
of Wisconsin, serving 27 communities and adjacent areas. The properties of 
Willow River are adjacent to the properties of Northern States in the State 
of Wisconsin and are interconnected, with Northern States supplying a portion 
of Willow River power requirements ; 

(b) Willow River proposes to sell its facilities to Northern States and 
Northern States proposes to purchase the same. The facilities to be sold by 
Willow River to Northern States, in addition to electric facilities, include a 
steam heating system in the City of Hudson, St. Croix County, Wisconsin. The 
electric facilities include four hydroelectric plants located in the State of Wis- 
consin which have not been licensed by this Commission. The consideration 
to be paid by Northern States for the properties and facilities of Willow River 
is $840,000 in cash, subject to adjustment for current items and customers’ 
deposits and contributions for extensions at the date of closing; 

(c) The book cost of Willow River’s physical properties ($1,139,414), ex- 
clusive of intangibles ($1,693), less depreciation reserve ($254,427), amounts 
to a net book cost of $884,987 as of August 31, 1944. These figures appear to 
be consistent with the showing made in the original cost and reclassification 
studies filed by Willow River April 30, 1940, but those studies have not been 
audited and no exact comparison can be made; 

(d) Northern States proposes to record the excess ($44,987) of net book 
cost of the properties and facilities to be acquired over cost of acquisition 
thereof, as a credit to utility plant acquisition adjustments pending final dis- 
position of the item upon determination of the original cost ; 

(e) The applicants state, among other things, that the transaction will bring 
about an integration of the electric facilities and that upon acquisition Northern 
States will furnish electric power and energy in the territory served by the 
facilities to be acquired under its filed retail rates for comparable service which 
are the same or lower than those of Willow River in substantially all instances. 
The present customers of Willow River will have the option to remain on the 
present Willow River retail rate in those instances where that rate is lower 
than the Northern States rate. Applicants estimate that the present customers 
of Willow River will benefit by the retail rates of Northern States of approxi- 
mately $14,135 per year; 

(f) Written notices of the application have been duly given to the Public 
Service Commission of the State of Wisconsin and the Railroad and Warehouse 
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Commission of the State of Minnesota, to the Governors of each of those States 
and to the Securities and Exchange Commission; notice of the application was 
also published in the Federal Register, Volume 9, page 13,265, on November 
8, 1944, stating that any person desiring to be heard or to make protest with 
reference to the application should file a petition or protest on or before the 23rd 
day of November, 1944. No petition or protest or request to be heard in opposi- 
tion to the granting of the above application has been received. The Public 
Service Commission of the State of Wisconsin has communicated with us, in- 
dicating no disapproval of the sale and merger but taking exception to the ac- 
counting treatment proposed by Northern States as referred to in paragraph 
(d) above; 

(g) Northern States and Willow River filed with the Public Service Commis- 
sion of the State of Wisconsin a joint application for the written consent and 
approval of that Commission for the purchase and sale respectively of the 
property of the latter named company and Northern States filed an application 
with the Public Service Commission of the State of Wisconsin for certificate 
of public convenience and necessity authorizing it to acquire the St. Croix, 
Little Falls, Willow Falls, and Mounds Dams, and other property and rights 
necessary and convenient for maintenance thereof, which dams are located 
on the Willow River, and are now owned by the Willow River Power Company ; 

The Commission, having considered the above application, the exhibits there- 
to, and the record thereon, finds that: 

(1) Northern States Power Company is a corporation organized and existing 
under and by virtue of the laws of the State of Wisconsin, with its principal 
office at Eau Claire, Wisconsin, and is engaged in the business of generating, 
transmitting and distributing electric energy to the public within the States 
of Wisconsin and Minnesota. Northern States owns and operates facilities, 
among others, for the transmission and sale at wholesale of electric energy 
generated in the State of Wisconsin, transmitted therefrom and consumed in 
Minnesota by persons other than the transmitter thereof. Such facilities are 
facilities for the transmission and sale at wholesale of electric energy in inter- 
state commerce and Northern States is therefore a public utility within the 
meaning of that term as used in section 208 of the Federal Power Act; 

(2) Willow River is a corporation organized and existing under and by 
virtue of the laws of the State of Wisconsin with its principal office at Hudson, 
Wisconsin, and is engaged in the business of generating, transmitting and dis- 
tributing electric energy to the public in the State of Wisconsin. Willow River 
owns and operates facilities, among others, for the transmission and sale at 
wholesale of electric energy generated in the State of Wisconsin, transmitted 
therefrom and consumed in Minnesota by other persons than the transmitter 
thereof. Such facilities are facilities for the transmission and sale at wholesale 
of electric energy and Willow River is therefore a public utility within the 
meaning of that term as used in section 203 of the Federal Power Act. Willow 
River is not a licensee under the Federal Power Act; 

(3) By the proposed transactions, Willow River will sell the whole of its 
facilities subject to the jurisdiction of the Commission and Northern States 
will merge or consolidate its facilities subject to the jurisdiction of this Com- 
mission with the electric utility facilities of another person, within the mean- 
ing and subject to the requirements of section 203 of the Federal Power Act; 

(4) The proposed sale and merger or consolidation of facilities will bring 
about an integration of the electric facilities of the two companies, operating 
economies, and a reduction in present retail rates in the territory now served 
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by Willow River and, if consummated subject to the conditions hereinafter 
prescribed, will be consistent with the public interest ; 

The Commission orders that: J 

(A) The proposed sale and merger or consolidation be and the same hereby 
are authorized and approved upon the terms and conditions set forth in the 
application, but subject to the provisions of this order ; 

(B) The Commission reserves the determination of the accounting treatment 
of the acquisition of the facilities by Northern States, pending examination 
of Willow River’s original cost and reclassification studies, and reserves the 
determination of whether a license is or should be required for any or all of 
Willow River’s hydroelectric projects under Part I of the Federal Power Act; 

(C) These authorizations shall expire within 60 days from the date of this 
order ; 

(D) The foregoing authorizations are without prejudice to the authority 
of this Commission or any other regulatory body with respect to rates, service, 
accounts, valuations, estimates or determinations of cost, issuance of license, 
or any matter whatsoever which may come before this Commission or any other 
regulatory body and nothing in this order shall be construed as an acquiescence 
by this Commission in any estimate or determination of cost or any valuation 
of property claimed or asserted ; 

(E) The respective applicants shall report within 10 days after the date 
of consummation of the proposed transactions as required by the Commission's 
Rules of Practice and Regulations and shall file within six months after said 
date the following information: (i) balance sheet, containing columns (a) 
“before transaction,” (b) “entries to record transaction,” and (c) “after trans- 
actions”; (ii) copies of journal entries recording the transaction; and (iii) 
(as to Northern States) proposed journal entries to clear Account 391, electric 
plant purchased, as required by electric plant accounts instruction 4 and Ac- 
count 391, of the Uniform System of Accounts. 


Order approving disposition of amounts classified in 
Account 100.5, gas plant acquisition adjustments and 
Account 107, gas plant adjustments 


The Manufacturers Light and Heat Company 
December 29, 1944 


It appears to the Commission that: 

(a) On November 2, 1942, The Manufacturers Light and Heat Company 
(predecessor) filed its proposed reclassification and original cost studies of gas 
plant as of January 1, 1939, pursuant to gas plant instruction 2—D of the 
Uniform System of Accounts Prescribed for Natural Gas Companies effective 
January 1, 1940, the Commission’s Order No. 73 pertaining thereto, and the 
Commission’s order entered April 14, 1942, with respect to such studies ; 

(b) On July 31, 1944, The Manufacturers Light and Heat Company (prede- 
cessor) together with Greensboro Gas Company, Manufacturers Gas Company, 
and Pennsylvania Fuel Supply Company, were merged and consolidated to form 
a new corporation called The Manufacturers Light and Heat Company (Manu- 
facturers Light), authority for which acquisition of properties has been granted 
this day by the Commission’s order entered Jn the Matter of The Manufacturers 
Light and Heat Company, docket No. G—593, infra, p. 821, together with au- 
thority to the new company to acquire the properties of Fayette County Gas 
Company ; 
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(c) On November 9, 1944, Manufacturers Light, as successor to Greensboro 
Gas Company (Greensboro), filed proposed reclassification and original cost 
studies of gas plant as of January 1, 1939, pursuant to gas plant accounts in- 
struction 2-D of the Commission’s Uniform System of Accounts Prescribed for 
Natural Gas Companies effective January 1, 1940, the Commission’s Order No. 
73 pertaining thereto and the Commission’s order entered April 14, 1942, with 
respect to such studies. In such reclassification and original cost studies of the 
Greensboro accounts, Manufacturers Light classified in Account 100.5, gas plant 
acquisition adjustments, a credit amount of $52,453.29, and in Account 107, gas 
plant adjustments, an amount of $7,066,942.32, or a net amount in Accounts 
100.5 and 107 of $7,014,489.08 ; 

(d) On November 15, 1944, Manufacturers Light amended the aforesaid stud- 
ies filed on November 2, 1942, by The Manufacturers Light and Heat Company 
(predecessor). In such amended studies Manufacturers Light classified in Ac- 
count 100.5, gas plant acquisition adjustments, a credit amount of $2,056,854.43, 
and in Account 107, gas plant adjustments, an amount of $16,378,091.42, or a 
net amount in Accounts 100.5 and 107 of $14,321,236.99 ; 

(e) Manufacturers Light also submitted on November 15, 1944, suggested 
plans disposing of the aforesaid amounts of $7,014,489.03 and $14,321,236.99 by 
the following charges and credits: 


The Manufacturers 
Light and Heat Co. 





Greensboro (Constituent) 
Reserve for. TOtIsMMARtGcnnek een mene canteen $1,109,076.67 $ 8,532,878.61 
Reserve for retirements (credits) ___ ma (52,453.29) (2,093,470.68) 
Contributions in aid of construction (e rredits). Terre ( 7,925.75) ( 108,368.86) 
EE IEE in ctinciascinenicpuianmiainens fall __5,965,791. 40 7,990,197.92 _ 
20a... - weeenes . _| 7,014,489.03 14,321,236.99 


(f) The credit amounts of $52,453.29 and $2,056,854.43 relating to the ac- 
counts of the constituent companies Greensboro and The Manufacturers Light 
and Heat Company, respectively, referred to in paragraphs (c) and (d) above, 
classified by Manufacturers Light in Account 100.5, electric plant acquisition 
adjustments, are excesses of original cost over book cost of operating units or 
systems acquired which amounts are stated to represent depreciation not re- 
corded at the time of the acquisition of such properties ; 

(g) The amount of $7,066,942.32 relating to Greensboro and classified by 
Manufacturers Light in Account 107, gas plant adjustments, includes $6,580,- 
023.80 of adjustments arising from an appraisal recorded on Greensboro’s 
books as of January 1, 1925, and $486,918.52 (net) pertaining to unrecorded 
retirements and other improper charges and credits to plant account. The 
amount of $16,378,091.42 relating to The Manufacturers Light and Heat Com- 
pany (predecessor) classified by Manufacturers Light in Account 107, gas 
plant adjustments, includes $15,685,931.41 of adjustments arising from an ap- 
praisal reflected on the former’s books in 1914 and $692,160.01 (net) pertaining 
to unrecorded retirements and other improper charges and credits to plant 
account ; 

(h) In the filed studies it is stated that Greensboro and The Manufacturers 
Light and Heat Company (predecessor) have in their retirement reserve ac- 
counts $781,961.34 and $8,643,344.02, respectively, directly applicable to the 
plant adjustments resulting from the appraisals refiected in the plant accounts; 

(i) Advice has been received from the Pennsylvania Public Utility Com- 
mission, Public Utilities Commission of Ohio, and Public Service Commission 
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of West Virginia showing that the plans of disposition filed by Manufacturers 
Light are acceptable to those commissions, subject to any further adjustments 
shown by a field examination to be required ; 

The Commission finds that: 

Under the circumstances here presented, the disposition of the amounts 
classified by Manufacturers Light in Account 100.5 gas plant acquisition ad- 
justments, and in Account 107, gas plant adjustments, as hereinafter au- 
thorized and directed, is reasonable and appropriate for the purposes of the 
Natural Gas Act; 

The Commission orders that: 

(A) Manufacturers Light dispose of the net amounts of $7,014,489.03 and 
$14,321,236.99 classified by it in Account 100.5, gas plant acquisition adjust- 
ments, and Account 107, gas plant adjustments, in the manner described in 
paragraph (e) above; 

(B) Since the Commission's staff has not made a field examination of the 
reclassification and original cost studies of Manufacturers Light or any of the 
predecessor companies forming that company, the Commission reserves the 
right, at any time hereafter, to make such examinations and analyses of the 
reclassification and original cost studies submitted as the Commission deems 
warranted, and to require Manufacturers Light to make further accounting 
adjustments with respect thereto. This order is without prejudice to the au- 
thority of any other regulatory body having jurisdiction with respect to the 
matters here involved ; 

(C) Manufacturers Light shall submit, within thirty days from the date 
of service of this order, certified copies of the entries giving effect to the dis- 
position of amounts herein authorized and directed ; 

(D) The provisions of this order shall not be construed as dispensing with 
the necessity for full compliance with the requirements of the Public Utility 
Holding Company Act of 1985, and the rules, eae and orders issued by 
the Securities & Exchange Commission. 


Order issuing certificate of public convenience and necessity 


The Manufacturers Light and Heat Company, The 
Manufacturers Light and Heat Company (constituent), 
Greensboro Gas Company, Manufacturers Gas Company, 

Pennsylvania Fuel Supply Company, Fayette County 
Gas Company 


(Docket Nos. G-593, G-386, G-390, G-391, G-392, G-508, G-510, G-496) 
December 29, 1944 


Upon consideration of the application filed November 9, 1944, by The Manu- 
facturers Light and Heat Company (applicant) in docket No. G—593, for a 
certificate of public convenience and necessity pursuant to section 7 of the 
Natural Gas Act, as amended, to authorize it to acquire and operate all of the 
facilities, subject to the jurisdiction of the Commission, of the Manufacturers 
Light and Heat Company (a constituent company hereinafter referred to as 
Manufacturers Light) (constituent), Greensboro Gas Company (Greensboro), 
Manufacturers Gas Company (Manufacturers Gas), Pennsylvania Fuel Supply 
Company (Pennsylvania Fuel) and Fayette County Gas Company (Fayette), 
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all subsidiaries of Columbia Gas & Electric Corporation (Columbia), as more 
fully described in the application ; 

It appears to the Commission that: 

(a) Pursuant to the Commission’s order of November 10, 1944, and after 
appropriate notice thereof, a public hearing was held in docket No. G-—593 on 
November 27, and 28, 1944. No protest to the application has been received; 

(b) Applicant was incorporated on July 31, 1944, under the laws of Penn- 
sylvania and in accordance with an agreement of consolidation and merger and 
plan of reorganization dated December 4, 1989, between Manufacturers Light 
(constituent), Greensboro, Manufacturers Gas and Pennsylvania Fuel providing 
for their consolidation and merger into a new company.’ Under Pennsylvania 
law, the constituent companies went out of existence upon the incorporation of 
applicant. Applicant has entered into an agreement with Fayette, dated Octo- 
ber 27, 1944, providing for the acquisition by the applicant of Fayette’s fa- 
cilities. As of July 31, 1944, Columbia owned all of the outstanding capital 
stock of the constituent companies and Fayette with the exception of 15 shares 
of Manufacturers Light (constituent) held by the public; 

(c) The natural-gas facilities of the constituent companies and of Fayette 
proposed to be acquired by applicant, are located in western and southern 
Pennsylvania, with the exception of certain facilities of Manufacturers Light 
(constituent) which are located in eastern Ohio and northern West Virginia. 
All of the facilities are interconnected and operated as an integrated natural- 
gas pipe-line system, except that meters are located, operated and maintained 
at the interconnections of the respective companies’ facilities for the measure- 
ment of natural gas flowing from the facilities of one company into the 
facilities of another. Natural gas having its origin outside of the States 
in which the facilities are located, including natural gas produced in Texas 
and West Virginia, is transported through such facilities for sale for resale 
for ultimate public consumption in the States in which the facilities are located 
and in other States including Maryland and New York; 

(d@) The consolidation was based upon an exchange of common stock of the 
applicant for stock of the constituent companies. Applicant issued 581,645 
shares of $50 par value common stock to Columbia and 15 shares to the minor- 
ity interests having a total par value of $29,083,000 in exchange for the total 
outstanding common stock of the four constituent companies having a par value 
of $35,058,400, or $5,975,400 in excess of the par value of the new stock issued. 
This difference was applied to increase applicant’s capital surplus. As pro- 
vided in its agreement with Fayette, dated October 27, 1944, applicant proposes 
to issue to Fayette, in consideration for all of the latter’s properties and assets, 
19,556 shares of stock having a total par value of $977,800 and to assume all 
of the latter’s liabilities. The excess of $677,807 of the book value of Fayette’s 
properties over the par value of applicant’s stock issued therefor will also be 
credited to applicant’s capital surplus. Fayette will then surrender the stock 
thus received to Columbia and be dissolved. Applicant will have only one class 
or series of capital stock. Applicant’s debt will consist solely of the current 
obligations of the constituent companies and Fayette assumed by applicant; 

(e) Incident to the consolidation and proposed acquisition, the constituent 
companies declared as a cash dividend their earned surpluses since December 
81, 1937, aggregating $1,625,215 as of March 31, 1944. Columbia forgave un- 
secured notes of Manufacturers Gas and Pennsylvania Fuel totaling $1,495,815, 
which latter amount was used to effect a further increase in applicant’s capital 


1The companies consolidated to form applicant are hereinafter sometimes referred to 
collectively as “the constituent companies.” 
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surplus. It is also proposed that Fayette, prior to the transfer of its properties 
to applicant, will declare a similar dividend in the amount of its earned sur- 
plus since December 31, 1937. The facilities will be recorded at their book 
values ; 

(f) Reclassification and original cost studies of the property and plant ac- 
counts of Manufacturers Light (constituent) and Greensboro have been filed 
with the Commission showing an excess of $21,335,726 in such accounts over 
original cost of the properties. Incident to its application in docket No. G—5938, 
applicant submitted proposed plans, approved this day by the Commission by 
separate order, for the disposition of the aforesaid excess over original cost 
by the following charges and credits: 


Manufacturers 
Light 








| Greensboro 














(constituent) Total 
Reserve for retirements____________ $1,109,077 $ 8,532,879 $ 9,641,956 
Reserve for retirements (Credits) —_- (52,453) (2,093,471) (2,145,924) 
Contributions in aid of construction 
(Crmdieep id sul i a (7,926) (108,369) (116,295) 
Capital surplus____~~- nnttenineont=tes 5,965,791 | 7,990,198 _ 13,955,989 _ 
7,014,489 14,321,237 21,335,726 





(g) Reclassification and original cost studies of the property and plant ac- 
counts of Manufacturers Gas, Pennsylvania Fuel and Fayette have not yet 
been completed, but applicant estimates that downward adjustments of $2,- 
028,777 in such accounts will be required, of which amount approximately 
$573,000 is proposed to be charged to capital surplus. After the charges to 
capital surplus in the amount of $15,955,989 shown in paragraph (f), above, 
and after the acquisition of Fayette, applicant will have a balance in capital 
surplus of $4,964,073 available for additional charges required, including said 
sum of $573,000; 

(h) Columbia has made commitments to this Commission, the Pennsylvania 
Public Utility Commission and the Securities and Exchange Commission, pur- 
suant to authorization of its board of directors, whereby it has agreed that if 
applicant’s capital surplus is insufficient to absorb the charges required to be 
made thereto, upon a final determination of the original cost of applicant’s 
properties by regulatory commissions having jurisdiction, the deficiency will 
be supplied by the surrender by Columbia or its successors, and the cancella- 
tion, of an equivalent amount of the applicant’s capital stock ; 

(i) Applicant proposes to continue to perform the service heretofore rendered 
by the constituent companies and Fayette without any change in the rates 
charged by such companies ; 

(j) The aforesaid acquisitions will result in corporate simplification, savings 
in bookkeeping and accounting expense, slightly reduced operating expenses, 
and simplification of accounting and corporate records, and will improve the 
service rendered by permitting the elimination of manually-controlled valves 
now located at interconnections between the facilities of the respective com- 
panies, resulting in uninterrupted flow of gas from one part of the system to 
another ; 

(k) Applicant is financially able to acquire and operate the facilities of its 
constituents and Fayette, and its gas supplies and reserves are adequate to 
meet the requirements resulting from the preposed operation of such facilities ; 

(1) Authorizations with respect to the transactions here involved have been 
obtained by applicant from the State of Pennsylvania, The Public Utilities 
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Commission of Ohio (Order of September 8, 1943, in Case No. 11,276), Penn- 
sylvania Public Utility Commission (Order of July 1, 1948, in docket Nos. 
59,191 and 59,318, as amended), Public Service Commission of West Virginia 
(Orders of August 9, 1948, in Case No, 2716 and No. 2717), and the Securities 
and Exchange Commission (findings and opinion Jn the Matter of Columbia 
Gas & Electric Corporation, et al. File Nos. 70-7; 70-25, Holding Company 
Act of 1935 Release No. 5128, as amended) ; 

The Commission, having considered the application and the record thereon 
with respect to the matters involved and the issues presented, finds that: 

(1) Applicant, a Pennsylvania corporation authorized to do business as a 
foreign corporation in Ohio and West Virginia and having its principal place 
of business in Pittsburgh, Pennsylvania, is engaged in the transportation and 
sale of natural gas in interstate commerce for resale for ultimate public con- 
sumption and is a “natural-gas company” within the meaning of the Natural 
Gas Act; ‘ 

(2) The facilities of the constituent companies and Fayette, include facili- 
ties which are and will be used for the transportation and sale in interstate 
commerce of natural gas; subject to the jurisdiction of the Commission, and 
the proposed acquisition and operation thereof by applicant are subject to the 
requirements of section 7(c) of the Natural Gas Act, as amended; 

(3) Applicant is able and willing properly to do the acts and perform the 
service proposed and to conform to the provisions of the Natural Gas Act, as 
amended, and the requirements, rules and regulations of the Commission 
thereunder ; 

(4) The proposed acquisition and operation of facilities by applicant as set 
forth above are and will be required by the present and future public con- 
venience and necessity and a certificate therefor should be issued as herein- 
after ordered and conditioned ; 

(5) In granting the certificate hereby issued in docket No. G-—593, it is ap- 
propriate in the publie interest to dismiss certain other applications of the 
constituent companies and Fayette, now pending before the Commission, and 
to vacate certain outstanding certificates ‘of public convenience and necessity 
heretofore issued to such companies, as hereinafter ordered ; 

Wherefore, the Commission orders that: 

(A) A certificate of public convenience and necessity be and it is hereby 
issued in docket No. G-593, authorizing applicant to acquire and operate,fa- 
cilities of the constituent companies and Fayette, as set forth above, and as 
more fully described in the application and the record in docket No. G-5938, for 
the transportation and sale of natural gas, subject to the jurisdiction of the 
Commission, upon the terms and conditions of this order ; 

(B) This certificate is conditioned upon the acquisition of facilities being 
consummated on or before February 20, 1945. Applicant shall report to the 
Commission under oath, within ten days after the acquisition of all the facili- 
ties, including those of Fayette, the fact of such acquisition and the terms 
and conditions thereof, and within six months from the date of consummation 
of the acquisitions shall file the appropriate accounting entries as required by 
the provisions of the Uniform System of Accounts for Natural Gas Companies; 

(C) This certificate is further conditioned upon applicant’s compliance with 
the Commission’s order approving disposition of amounts classified in Account 
100.5, gas plant acquisition adjustments, and Account 107, gas plant, adjust- 
ments, entered this day Jn the Matter of The Manufacturers Light and Heat 
Company, supra, p. 819; 
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(D) The applications, as amended and supplemented, filed by Manufacturers 
Gas (docket No, G-386), Greensboro (decket No. G-391), Fayette (docket No. 
G-390) and Manufacturers Light (constituent) (docket Nos. G-392 and G-—496) 
for certificates of public convenience and necessity pursuant to section 7(c) of 
the Natural Gas Act, as amended, be and they are hereby dismissed, and such 
proceedings are terminated ; 

(E) The application, as amended and supplemented, filed by the constituent 
companies and Fayette in docket No. G-—503 for a certificate of public con- 
venience and necessity be and it is hereby dismissed, and such proceeding 
terminated ; 

(F) The Commission’s orders listed below issuing certificates of public con- 
venience and necessity to the following companies be and they are hereby 
vacated : 





Docket No. Date Company 





G-—388........:.. May 11, 1943 Pennsylvania Fuel. 


i 
G—406_.... August 31, 1943 | Manufacturers Light (constituent) 
(temporary certificate). 
G-502_.._.- | April 5, 1944 | Manufacturers Light (constituent). 
G-505_..-. | June 7, 1944 | Manufacturers Gas. 





Within 10 days after the consummation of the acquisitions herein authorized, 
applicant shall surrender to the Commission the evidences of the issuance of 
the certificates issued in such dockets ; 

(G) The Commission’s order of July 22, 1944, In the Matter of Manufac- 
turers Light and Heat Company and Manufacturers Gas Company, docket No. 
G-510, supra, p. 161, be and it hereby is vacated to the extent that such order 
grants authority to Manufacturers Light (constituent) and Manufacturers Gas 
to construct and operate the facilities therein referred to. Authority to appli- 
cant to acquire and operate the facilities involved in docket No. G-510, is here- 
by limited to only such of the facilities as have been constructed strictly in con- 
formity with the Commission’s opinion and accompanying order of July 22, 
1944, supra, entered therein. Nothing contained in this order shall be con- 
strued as authorizing applicant to construct any facilities subject to the juris- 
diction of the Commission ; 

(H) This certificate shall not be transferable and is without prejudice to 
the authority of this Commission or any other regulatory body with respect to 
rates, service, accounts, valuation, estimate or determination of cost, or any 
other matters whatsoever now pending or which may come before this Com- 
mission or other regulatory body, and nothing herein shall be construed as an 
acquiescence by this Commission in any estimate or determination of cost or 
any valuation of property claimed or asserted ; 

(1) Nothing herein is to be construed as affecting in any manner the de- 
termination of the service area of applicant or any other natural-gas company 
under section 7(f) of the Natural Gas Act; 

(J) This certificate shall be effective as long as applicant continues the 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act, as amended, and any pertinent rules, regulations, or orders heretofore 
or hereafter issued by the Commission ; 

(K) Appropriate evidence of the issuance of this certificate shall be fur- 
nished to applicant. 
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Order amending disposition order 
Mountain States Power Company 
January 2, 1945 


It appearing to the Commission that: 

(a) Mountain States Power Company, Albany, Oregon, by letter dated No- 
vember 27, 1944, requested that the Commission’s order of February 22, 1944, 
approving among other things the disposition of amounts classified in Account 
100.5, electric plant acquisition adjustments, and plant acquisition adjustments 
within Account 108, other utility plant, be amended ; 

(b) Mountain States Power Company requests approval to dispose of $122,- 
145.60 of the amount classified in Account 100.5, electric plant acquisition ad- 
justments, and the total amount of $100,000 classified in the plant acquisition 
adjustments within Account 108, other utility plant, through a charge to Ac- 
count 270, capital surplus, and that the remaining amount of $377,854.40 in Ac- 
count 100.5 be amortized over a ten-year period beginning as of January 1, 
1944, through equal annual charges of $37,785.44 to Account 414, miscellaneous 
debits to surplus ; 

(c) The amounts. proposed to be disposed of are a part of the $600,000 
classified by Mountain States Power Company in the plant acquisition ad- 
justment accounts, which amount was to be amortized over a ten-year period, 
and referred to in paragraphs (mn) and (C) of the Commission’s order of 
February 22, 1944; 

(d) By letter of November 29, 1944, the Public Utilities Commissioner of 
Oregon has indicated approval of the proposed plan of the company ; 

The Commission finds that: 

It is reasonable and appropriate that the disposition now proposed by Moun- 
tain States Power Cempany of the amount classified in the plant acquisition 
adjustment accounts be approved and the Commission’s order of February 22, 
1944, above referred to be so amended ; 

The Commission orders that: 

(A) Mountain States Power Company dispose of the amount of $600,000 
classified in Account 100.5, electric plant acquisition adjustments, and in the 
plant acquisition adjustments within Account 108, other utility plant, as pro- 
posed in the above paragraph (b), and the Commission’s order of February 22, 
1944, relating thereto be and it hereby is amended accordingly ; 

(B) Mountain States Power Company submit within 30 days from the date 
of this order certified copies of the entries giving effect to the disposition of 
the above amounts of $122,145.60 and $100,000, and within 30 days after the 
close of each year beginning with the year 1944, certified copies of the entries 
effectuating compliance with the requirements hereof as to the remaining 
amount of $377,854.40, referred to in the above paragraph (b). 





Order authorizing exportation of natural gas from 
the United States to a foreign country 


Southern Union Gas Company 
(Docket No. G-—5138) 
January 2, 1945 


Upon consideration of the application filed on December 9, 1943, by Southern 
Union Gas Company (“applicant”), a-Delaware corporation authorized to do 
business in the States of Texas, New Mexico and Oklahoma, and having its 
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principal business office at Dallas, Texas, for an order authorizing the exporta- 
tion of natural gas from the United States to the Republic of Mexico, pursuant 
to section 3 of the Natural Gas Act; 

It appears to the Commission that: 

(a) Applicant seeks authorization to export natural gas from the State of 
Texas to the Republic of Mexico, such gas to be delivered by applicant in the 
City of El Paso, Texas, at the international border, to Juarez Gas Company, 8. 
A., a corporation constituted in Ciudad Juarez, State of Chihuahua, Republic 
of Mexico, for distribution in City of Juarez, Mexico, and environs; 

(b) On December 9, 1943, pursuant to the provisions of Executive Order No. 
8202, dated July 13, 1939, and in accordance with the provisions of Order 
No. 66, dated November 8, 1939, applicant also filed an application with the 
Commission for a Presidential Permit to authorize the operation and mainte- 
nance of its facilities for the exportation of natural gas to the Republic of 
Mexico for the purpose referred to in paragraph (@), above; 

(c) Applicant proposes to sell and deliver the natural gas hereinafter author- 
ized to be exported to Juarez Gas Company, S. A., upon the terms and condi- 
tions of a contract dated May 7, 1935, as subsequently amended and supple- 
mented, between Texas Cities Gas Company, as seller, and Juarez Gas Company, 
S. A., as buyer (a copy of which contract, together with amendments and sup- 
plements thereto, was filed as Exhibit D to the application), applicant having 
succeeded to the rights and obligations of Texas Cities Gas Company there- 
under ; 

(d) On December 30, 1943, the Commission granted to applicant temporary 
authorization to export natural gas in the manner and for the purpose as set 
out in its application for an order authorizing the exportation of natural gas, 
pending final action on the aforementioned applications ; 

(e) From the year 1941 up to the time of commencement of applicant’s sales 
and deliveries of natural gas pursuant to said contract, applicant’s predecessors 
in title continuously carried on the export operations described in the afore- 
mentioned applications. Applicant proposes to continue to carry on such opera- 
tions, and does not presently contemplate any new construction of export fa- 
cilities ; 

(f) On August 23, 1944, the President of the United States approved a Presi- 
dential Permit to applicant for the operation and maintenance of the facilities 
referred to in paragraph (b), above, pursuant to Executive Order No. 8202, and 
on November 20, 1944, applicant accepted the terms and conditions thereof; 

(g) A Presidential Permit, approved by the President of the United States 
on July 9, 1940, pursuant to Executive Order No. 8202, has been issued to 
Juarez Gas Company, S. A., and is now in force and effect, for the operation, 
maintenance and connection at the border of the United States of the facilities 
of the latter company for the exportation of natural gas to the Republic of 
Mexico; 

(h) Notice of the filing of the applications was published in the Federal 
Register on December 21, 1943 (8 F. R. 17010), and given to interested State 
officials, and no protest or request for hearing thereon has been received ; 

The Commission finds that: 

The exportation of natural gas by applicant, hereinafter authorized, will not 
be inconsistent with the public interest ; 

The Commission, therefore, orders that: 

(A) Applicant be and it hereby is authorized to export natural gas from 
the United States to the Republic of Mexico in the manner described and ‘at 
the points designated in its application referred to in paragraph (a), above, 
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and in accordance with the terms and conditions of the contract referred to 
in paragraph (c), above; 

(B) The authorization herein granted may be modified from time to time or 
terminated upon further order of the Commission, but in no event shall such 
authorization extend beyond the date of termination or expiration of either 
of the Presidential Permits referred to in paragraphs (f), and (g), above; 

(C) Applicant shall conduct all operations pursuant to the authorization 
herein granted in accordance with the provisions of the Natural Gas Act and 
any pertinent rules, regulations or orders issued by the Commission ; 

(D) The authorization herein granted shall terminate automatically upon 
the expiration or termination of the contract for exportation of natural gas 
referred to in paragraph (c), above, subject however to such reconsideration, 
renewal and further orders as the future public interest may require; 

(E) Applicant shall maintain adequate metering equipment to measure the 
flow of all natural gas exported from the United States to the Republic of 
Mexico pursuant to the authorization herein granted; shall make, keep and 
preserve full and complete records with respect to the natural gas so exported; 
and shall furnish to the Commission such reports with respect to such ex- 
portations of natural gas as the Commission may deem necessary and appro- 
priate and in such form and manner as the Commission may prescribe; 

(F) This authorization to export natural gas to Mexico shall not be trans- 
ferable or assignable, but shall continue in effect temporarily for a reasonable 
time thereafter in the event of the involuntary transfer of facilities used there- 
under by operation of law (including such transfers to receivers, trustees, or 
purchasers under foreclosure or judicial sale) pending the making of an ap- 
plication for permanent authorization and decision thereon, provided notice 
is promptly given in writing to the Commission accompanied by a statement 
that the physical facts relating to sufficiency of supply, rates, and nature of 
use remain substantially the same as before the transfer ; 

(G) This authorization shall be without prejudice to the authority of any 
State, State regulatory commission, or the Republic of Mexico, for the exercise 
of the lawful authority vested in the State, State regulatory commission or 
the Republic of Mexico over applicant ; 

(H) This authorization is without prejudice to the authority of this Com- 
mission, or any other regulatory body, with respect to rates, service, accounts, 
valuation, estimate or determination of cost, or any other matter whatsoever 
now pending or which may come before this Commission, or other regulatory 
body, and nothing herein shall be construed as an acquiescence by this Com- 
mission in any estimate or determination of cost or any valuation of property 
claimed or asserted ; 

(1) Concurrently with the service of this order, the Presidential Permit de- 


scribed in paragraph (f), above, be released and a copy transmitted to ap- 
plicant by the Secretary. 


Order granting permission under balance sheet accounts instruction 6—E 
to amortize charges associated with bonds refunded 


West Penn Power Company 
(Docket No. IT-—5888) 
January 5, 1945 


Upon consideration of the application of West Penn Power Company (herein- 
after called “applicant”), filed May 2, 1944, an amended application filed No- 
vember 10, 1944, and additional supporting data filed on November 23, 1944, 
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and December 12, 1944, for permission, under balance sheet accounts instruc- 
tion 6-E of the Uniform System of Aecounts Prescribed for Public Utilities 
and Licensees, to amortize charges associated with refunded bonds over a pe- 
riod subsequent to the date of redemption of such bonds; and 

It appearing to the Commission that: 

(a) Applicant, on May 26, 1944, issued and sold $12,500,000 of first mort- 
gage bonds, series L, 3%, due May 1, 1974, and deposited with the Trustee for 
its first mortgage bonds the sum of $13,437,500 for redemption on September 1, 
1944, of $12,500,000 of first mortgage bonds, series E, 5%, due March 1, 1963, 
payment of redemption premium of $625,000, and payment of accrued interest 
to September 1, 1944, of $312,500; 

(b) Amounts to which the application, as amended, relates are as follows: 


Relating to series C bonds, refunded by series E bonds 
in 1925: 
Unamortized discount and expense remaining May 31, 
1944 $176,325 
Redemption premium remaining May 31, 1944 (in- 
cluded by applicant in unamortized discount and ex- 
pense OF Sittes me Woes) 2 es 191,551 $367,876 


Relating to series E bonds refunded in 1944: 
Unamortized discount and expense 740,595 
Redemption premium 625,000 
Duplicate interest 164,930 1,530,525 

Total to be disposed of = sane, Le 


(c) Applicant proposes to dispose of the amount of $1,898,401 above by ap- 
plication of estimated tax savings on the refunding transactions of $1,211,959, 
and by amortization of the remainder of $686,442 either (1) by utilization of 
annual net interest and amortization savings, after considering taxes on the 
savings, with adjustment upward in the annual amortization at such time as 
tax rates may be reduced, or (2) amortization in equal annual amounts over 
a period of 9 years; 

(d) Paragraph E of balance sheet accounts instruction 6 of the Commission’s 
Uniform System of Accounts provides that charges associated with refunded 
bonds shall be disposed of at the time of refunding by a charge or credit, as 
the case may be, to earned surplus; provided, however, that if the utility de- 
sires to amortize any of the charges subsequent to the date of redemption, per- 
mission of the Commission must be obtained ; . 

(e) Notice of the application was given to the regulatory commissions of 
the States in which applicant operates. The Pennsylvania Public Utility Com- 
mission has advised that it has no objection to applicant’s proposal for the 
disposal of the charges associated with the refunded bonds, but that amortiza- 
tion over a fixed period would be preferable to an indefinite period based upon 
income tax rates ; 

The Commission finds that: 

(1) Applicant owns and operates facilities for the transmission and sale at 
wholesale of electric energy in interstate commerce and, by reason of its owner- 
ship and operation of such facilities, is a public utility within the meaning of 
that term as used in the Federal Power Act; 

(2) A 5-year amortization period is reasonable, in view of the relative small- 
ness of the amount to be amortized and the fact that the total amount being 
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disposed of includes amounts relating to previously refunded bonds which 
might appropriately be required to be charged to surplus; 

The Commission orders that: 

(A) Permission is hereby granted applicant to dispose of $1,898,401 by 
charging Account 531, amortization of debt discount and expense, with $1,211,- 
959, representing estimated tax savings on the refunding transactions and by 
amortizing $686,442 in five equal annual charges of $137,288 to Account 531 
beginning June 1, 1944, provided, however, that applicant may accelerate 
amortization of the $686,442 if it shall desire to do so; 

(B) The permission granted herein is for accounting purposes only and 
shall not be construed as a finding with respect to the reasonableness of such 
amortization charges, should such an issue arise in any proceedings affecting 
the rates, charges, practices, rules, regulations, or tariffs of applicant. 


Order authorizing transmission of electric energy to Mexico 


La Junta Federal de Mejoras Materiales and 
Central Power and Light Company 


(Docket No. IT-5813) 
January 5, 1945 


Upon application filed December 31, 1942, as supplemented February 15, 1948, 
by La Junta Federal de Mejoras Materiales and Central Power and Light 
Company, for authority to transmit electric energy to Mexico pursuant to sec- 
tion 202(e) of the Federal Power Act; and 

It appearing that: 

(a) La Junta Federal de Mejoras Materiales is a branch of the Public Works 
of Mexico, and has entered into a contract under which the Central Power and 
Light Company is to supply electric energy generated in Texas for transmis- 
sion to Nuevo Laredo, Mexico, over facilities extending along Salinas Street, 

uaredo, Texas, and across the Rio Grande to Nuevo Laredo, Mexico; 

(bd) Central Power and Light Company, a Massachusetts corporation, with 
principal offices in Corpus Christi, Texas, is the owner of the source of supply 
of the electric energy hereinafter authorized to be transmitted from the United 
States of America to Mexico; 

(c) Temporary authority to connect the electric facilities of Central Power 
and Light Company with those of La Junta Federal de Mejoras Materiales 
was given on December 1, 1942, in order to meet an emergency situation 
which had arisen ; 

(d) On May 30, 1944, La Junta Federal de Mejoras Materiales accepted 
the terms and conditions of the Presidential Permit signed by the President 
of the United States of America on May 20, 1944, authorizing construction, 
operation and maintenance at the border between the United States of Amer- 
ica and Mexico of facilities used in the transmission of electric energy from 
the United States to Mexico hereinafter authorized ; 

(e) Notice of the pending application to transmit electric energy over the 
facilities referred to has been given to interested State officials and published 
in the Federal Register on June 20, 1944 (9 Fed. Reg. 6836) and no protest 
or request for hearing thereon has been received ; 

The Commission finds that; 
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The transmission of electric energy from Texas to Mexico, as limited 
herein and as hereinafter authorized, ‘will not impair the sufficiency of electric 
supply within the United States of America and will not impede, or tend to 
impede, the coordination in the public interest of facilities subject to the 
jurisdiction of the Commission ; 

It is ordered that: 

(A) La Junta Federal de Mejoras Materiales and Central Power and Light 
Company be and they are hereby authorized to transmit electric energy from 
the United States to Mexico in an amount not to exceed 3,000,000 kilowatt- 
hours per year and at a rate not in excess of 800 kilowatts over the facilities 
referred to above and as more particularly described in the application filed 
December 31, 1942, as supplemented February 15, 1948; 

(B) The authorization herein granted may be modified from time to time, 
or terminated upon further order of the Commission, but in no event shall 
such authorization extend beyond the date of termination or expiration of a 
Presidential Permit authorizing the operation, maintenance, and connection of 
the facilities used in the transmission of the electric energy herein authorized ; 

(C) The applicants shall conduct all operations pursuant to the authoriza- 
tion herein granted in accordance with the provisions of the Federal Power 
Act and any pertinent rules, regulations or orders issued by the Commission ; 

(D) The applicants shall install and maintain adequate metering equip- 
ment to measure the flow of all energy transmitted from the United States to 
Mexico pursuant to the authority herein granted; shall make, keep, and pre- 
serve full and complete records with respect to the movement of such energy ; 
and shall furnish to the Commission such reports with respect to said trans- 
mission of electric energy as the Commission may deem necessary and ap- 
propriate and in such form and manner as the Commission may prescribe; 

(E) This authorization to transmit electric energy from the United States 
to Mexico shall not be transferable or assignable, but shall continue in effect 
temporarily for a reasonable time thereafter in the event of the involuntary 
transfer of facilities used hereunder by operation of law (including such 
transfers to receivers, trustees, or purchasers under foreclosure or judicial 
sale) pending the making of an application for permanent authorization and 
decision thereon, provided notice is promptly given in writing to the Commis- 
sion accompanied by a statement that the physical facts relating to suffi- 
ciency of supply, rates, and nature of use remain substantially the same as 
before the transfer ; 

(F) This authorization shall be without prejudice to the authority of any 
State, State regulatory commission, or Mexico for the exercise of the law- 
ful authority vested in such State, State regulatory commission or Mexieo 
over applicants ; 

(G) This authorization is without prejudice to the authority of this Com- 
mission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimate or determination of cost, or any other matter whatsoever 
now pending or which may come before this Commission, or other regulatory 
body, and nothing herein shall be construed as an acquiescence by this Com- 
mission in any estimate or determination of cost or any valuation of property 
claimed or asserted ; 

(H) Concurrently with the service of this order, the Presidential Permit 
described in paragraph (d) hereof be released and a copy transmitted by 
the Secretary. 
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Order denying petition for reconsideration of order 


The Montana Power Company 
(Projects Nos. 1224, 1774, 1869) 
January 5, 1945 


Upon petition filed November 15, 1944, by The Montana Power Company 
for reconsideration of the Commission’s order of July 11, 1944, insofar as the 
company is required to file an application for amendment of the license for 
the Thompson Falls Project No. 1869 to include as a part thereof that portion 
of a 102,000-volt double circuit line (project No. 1774) leading from the Mon- 
tana-Idaho state boundary some 3.96 miles to the Burke substation in Idaho; 
and 

It appearing that: 

(a) The portion of the line in question is a part of the double circuit line 
leading from the Thompson Falls plant to the Burke substation through the 
Crow Creek switching station, and from the latter point there is a double 
circuit of the same voltage leading to the East Portal substation; the line 
from the Thompson Falls power plant to the Crow Creek switching station 
and thence to the East Portal substation and from the Crow Creek switching 
station to the Montana-Idaho state boundary, being under license as project 
No. 1224; 

(b) The company states in its petition that said 102,000-volt line is a part 
of its interconnected transmission system and is not a primary line leading 
from the Thompson Falls plant within the meaning of section 3(11) of the 
Federel Power Act; 

(c) Electric energy is transmitted over said line in a westerly direction at 
times and at other times in an easterly direction; the output of the Thompson 
Falls plant is shown by the company’s reports to the Commission to have 
moved over said line in substantial volume, part going to the East Portal sub- 
station and part to the Burke substation, particularly during peak-load hours; 
and by far the larger portion of the Thompson Falls plant output has moved 
over said line to the west, although the line has carried a small amount of 
energy from the company’s power plants east of Thompson Falls; 

From reports submitted by the company and also the record of the projects 
referred to above, the Commission finds that: 

(1) While the 102,000-volt line from Thompson Falls to the Crow Creek 
switching station, thence to East Portal substation and to the Burke substa- 
tion is a part of the company’s interconnected primary transmission system, 
it also serves as the principal outlet for energy generated at the Thompson 
Falls plant and as primary line constituting a part of that project within the 
meaning of section 3(11) of the Federal Power Act; 

(2) The petition for reconsideration of the order of July 11, 1944, should 
be denied and the company should file an application to include in the license 
for project No. 1869 the entire 102,000-volt double circuit transmission line 
between the Thompson Falls plant and the East Portal and Burke substations 
via the Crow Creek switching station, including in such license also the Crow 
Creek switching station and the Burke substation and at the same time the 
company should file an application for surrender of the license for Project 
No. 1224; 

It is ordered that: 

(A) The petition filed November 15, 1944, for reconsideration of the order 
of July 11, 1944, be and it is hereby denied ; 
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(B) The time for compliance with the order of July 11, 1944, be and it is 
hereby extended and the applicant shall, within sixty days from the date: of 
service of this order, amend its pending application for license for the Thomp- 
son Falls project, No. 1869, to include therein the entire 102,000-volt trans- 
mission line from that plant to East Portal and Burke substations via the Crow 
Creek switching station, and also include therein the Crow Creek switching 
station and the Burke substation to the extent the latter is owned by the 
applicant ; 

(C) The license for project No. 1224 be surrendered upon filing of the ap- 
plication for amendment of project No. 1869. 


Order approving disposition of amounts classified in Accounts 100.5, electric 
plant acquisition adjustments, and 107, electric plant adjustments 


Florida Power Corporation 
January 9, 1945 


It appearing to the Commission that: 

(a) On June 17, 1940, Florida Power Corporation, St. Petersburg, Florida 
(“Florida Power”), filed its reclassification and original cost studies of elec- 
tric plant as of January 1, 1937, pursuant to the requirements of electric plant 
accounts instruction 2-D of the Commission’s Uniform System of Accounts 
Prescribed for Public Utilities and Licensees, and the Commission’s order of 
May 11, 1937, relating thereto; i 

(b) Thereafter the staff of the Commission made a field examination of 
Florida Power’s studies and at the conclusion thereof conferences were held 
between members of the staff and representatives of Florida Power, as a re- 
sult of which Florida Power on September 20, 1943, after receiving several 
extensions of time, filed revised reclassification and original cost studies; 

(c) In such revised studies Florida Power classified as of January 1, 1937, 
$1,149,901.11 in Account 100.5, electric plant acquisition adjustments, and $2,- 
800,954.80 in Account 107, electric plant adjustments ; 

(d) Thereafter Florida Power filed statements showing that due to revi- 
sions to its reclassification and original cost studies and adjustments for re- 
tirements, the amounts in its adjustment accounts awaiting disposition as of 
June 30, 1944, are $1,149,901.11 in Account 100.5 and $2,756,816.98 in Ac- 
count 107; 

(e) In January, 1944, Florida Public Service Company (‘Florida Public 
Service”) was merged into Florida Power, and thereby Florida Power ac- 
quired the fixed capital and other assets and assumed the liabilities: of 
Florida Public Service; 

(f) Thereafter, on October 30, 1944, Florida Power filed with the Commis- 
sion reclassification and original cost studies of the electric plant and other 
utility plant (gas plant, water plant and ice plant) formerly owned by 
Florida Public Service, whereby as of December 31, 1943, $373,166.26 was 
classified in Account 100.5, electric plant acquisition adjustments, and $2,559,- 
320.30 in Account 107, electric plant adjustments, said amounts being reduced 
on account of retirements to $373,166.26 in Account 100.5 and $2,554,711.71 in 
Account 107, as of June 30, 1944; 

(g) The Commission’s staff has made no field study of the reclassification 
and original cost studies referred to in paragraph (f), above; 

(hk) On November 9, 1944, Florida Power submitted a combined plan for 
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the disposition of the amounts classified in Account 100.5 and Account 107, 
as of June 30, 1944, as a result of reclassification of accounts for both the 
electric plant of Florida Power as constituted on January 1, 1937, and the 
electric plant acquired from Florida Public Service ; 

(i) Under such plan Florida Power proposes to dispose of $507,472.11 of the 
aggregate amount of $1,523,067.37 established in Account 100.5, as follows: 


To Account 258.1, reserve for plant adjustments (unclassified) $211,654.77 
To Account 258, reserve for plant adjustments 295,817.34 


(j) Florida Power proposes to amortize the remaining aggregate balance of 
$1,015,595.26 in Account 100.5 by annual charges to income, in the amount of 
$75,000 beginning with the year 1944, provided that, to the extent not required 
for the elimination of gas plant acquisition adjustments and gas plant ad- 
justments, the reserve for gas plant adjustments ($577,041.09) shall be used 
to the extent available to dispose of the amount in Account 100.5, electric 
plant acquisition adjustments ; 

(k) Florida Power proposes to dispose of the net amount of $5,311,528.69 
established in Account 107 together with $247,698.14 and $211,654.77 applica- 
ble to electric plant but improperly classified in other utility departmental ac- 
counts as follows: 


To Account 258, reserve for plant adjustments, representing 

total adjustments resulting from write-ups and other im- 

proper charges applicable to electric department $5,770,881.60 
To Account 108.27, gas plant adjustments, representing portion 

of adjustments included in gas plant accounts applicable 

to electric department (247,698.14) 
To Account 258.1, reserve for plant adjustments (unclassified), 

representing portion of electric adjustments included in 

water and ice plant and previously disposed of (211,654.77) 


5,311,528.69 - 
The Commission finds that: 


(1) The disposition of the $507,472.11 classified in Account 100.5, in the 
manner described in paragraph (i), above, is reasonable and appropriate for 
the purposes of the Federal Power Act ; 

(2) The disposition of the $1,015,595.26 classified in Account 100.5, in the 
manner described in paragraph (j), above, is reasonable and appropriate for 
the purposes of the Act, provided that the annual amortization charges be 
classified in Account 537, miscellaneous amortization ; 

(3) The disposition of the $5,311,528.69 classified in Account 107, in the 
manner described in paragraph (k), above, is reasonable and appropriate for 
the purposes of the Act; 

The Commission orders that: 

(A) The company dispose of the $1,523,067.87 in Account 100.5 and the 
$5,311,528.69 in Account 107 in the manner described in paragraphs (i), (j) 
and (k), above, provided that the annual amortization charges referred to in 
paragraph (j), above, be made to Account 537, miscellaneous amortization ; 

(B) Since the staff of the Commission has made no field examination of the 
reclassification and original cost studies referred to in paragraph (f), above, the 
Commission reserves the right to make an examination or analysis of such 
studies as it may deem necessary and to require Florida Power to make further 
accounting adjustments as a result thereof; 

(C) The provisions of this order shall not be construed as dispensing with 
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the necessity for full compliance with the Public Utility Holding Company Act 


of 1985, or the rules, regulations and orders issued by the Securities and Ex- 
change Commission. 


Order modifying order issuing certificate of public 
convenience and necessity 


Interstate Gas Company 
(Docket No. G-363) 
January 9, 1945 


Upon consideration of the Commission’s order of October 5, 1943, supra, p. 
367, in the above-entitled matter issuing a certificate of public convenience and 
necessity pursuant to the “grandfather” clause of section 7(c) of the Natural 
Gas Act, as amended, authorizing, among other things, the continued operation 
of a natural gas transmission pipe line extending from Miami County, Kansas, 
to the town border of Drexel, Missouri, which facilities were acquired by 
Interstate Pipe Line Company on August 21, 1943, and which latter company 
has been authorized to operate such facilities pursuant to the Commission’s 
order entered this day in docket No, G—532, infra, p. 835; 

The Commission finds that: 

It will be consistent with the public interest to modify the order issuing a 
certificate in this matter as hereinafter ordered ; 

The Commission orders that: 

The aforesaid order entered October 5, 1948, in docket No. G-363 be and it 
is hereby modified by terminating the authorization granted Interstate Gas 


Company to operate the aforesaid facilities acquired by Interstate Pipe Line 
Company. 


Order issuing certificate of public convenience and necessity 
Interstate Pipe Line Company 
(Docket Nos. G—244, G-364, G—532) 
January 9, 1945 


Upon consideration of the application filed March 23, 1944, by Interstate 
Pipe Line Company (applicant) in docket No. G-532 for a certificate of public 
convenience and necessity pursuant to section 7(c) of the Natural Gas Act, 
as amended, for authority to operate approximately 8% miles of 2-inch to 6- 
inch natural-gas transmission pipe line, extending from Miami County, Kansas, 
in a general easterly direction to the town border of Drexel, Missouri, subject 
to the jurisdiction of the Commission, acquired by applicant on August 21, 
1948, from its affiliate, Interstate Gas Company (Interstate Gas) ; 

It appears to the Commission that: 

(a) On March 10, 1942, applicant filed an application in docket No. G—244 
requesting an exemption from the provisions of the Natural Gas Act. There- 
after, on May 8, 1942, applicant filed an application in docket No. G—364, pur- 
suant to section 7(c) of the Natural Gas Act, as amended, for a “grandfather” 
certificate of public convenience and necessity authorizing the continuation of 
operations by applicant, subject to the Commission's jurisdiction, in which ap- 
plicant, on February 7, 1942, and subsequent thereto, was bona fide engaged ; 
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(b) Pursuant to the Commission’s order dated June 1, 1944, and after ap- 
propriate notice thereof, a public hearing was held on the application in docket 
No. G-532 at Kansas City, Missouri, on June 27, 1944. No protest to the appli- 
cation has been received ; 

(c) For several years applicant engaged in the sale of natural gas to Inter- 
state Gas in the State of Kansas for transportation by the latter into the State 
of Missouri where such gas was resold by Interstate Gas in the town of Drexel. 
On August 21, 1948, applicant purchased from Interstate Gas the facilities re- 
ferred to in the opening paragraph above, and the facilities located in Drexel, 
used for such transportation and sale of natural gas. Such facilities were 
acquired, the application states, in consideration of applicant’s issuance to 
Interstate Gas of 220 shares of applicant’s $100 par value, 6% cumulative pre- 
ferred stock ; 

(d) Applicant proposes to continue the service formerly rendered by Inter- 
state Gas. The operation by applicant of the facilities acquired from Inter- 
state Gas will reduce operating expenses and will result in improvement of 
service to the consumers in Drexel. Applicant will retain in effect the same 
rates charged by Interstate Gas in Drexel; 

(e) By orders dated August 21, 1943, and October 9, 1943, the Public Service 
Commission of Missouri authorized applicant’s acquisition and operation of 
the aforesaid facilities; 

The Commission, having considered the application and the record thereon 
with respect to the matters involved and the issues presented, finds that: 

(1) Applicant is a corporation organized and existing under the laws of 
Missouri, authorized to do business in the States of Missouri and Kansas, and 
having its principal place of business in Lee’s Summit, Missouri; 

(2) Applicant is engaged in the transportation of natural gas in interstate 
commerce and is a “natural-gas company” within the meaning of the Natural 
Gas Act; 

(3) The facilities acquired referred to in the opening paragraph above are 
used for the transportation of natural gas in interstate commerce, subject to 
the jurisdiction of the Commission, and the proposed operation of such fa- 
cilities is subject to the requirements of subsections (c) and (e) of section 7 
of the Natural Gas Act, as amended ; 

(4) Applicant is able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas Act 
and the requirements, rules, and regulations of the Commission thereunder ; 

(5) The proposed operation of the facilities referred to in the opening para- 
graph above is and will be required by the present and future public convenience 
and necessity, and a certificate therefor should be granted as hereinafter 
ordered ; 

(6) Applicant’s request in docket No. G-—244 for exemption from the pro- 
visions of the Natural Gas Act should be denied ; 

(7) Applicant is no longer engaged in the sale of natural gas described in 
its application in docket No. G-364, and such application should, therefore, 
be dismissed ; 

The Commission orders that: 

(A) A certificate of public convenience and necessity be and it is hereby 
issued to applicant in docket No. G-532 authorizing its proposed operation of 
the facilities referred to in the opening paragraph above, and more fully de- 
scribed in the application in this proceeding, for the transportation of natural 
gas therein set forth, subject to the jurisdiction of the Commission, upon the 
terms and conditions of this order; 
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(B) This certificate shall not be transferable and is without prejudice to the 
authority of this Commission, or any other regulatory body, with respect to 
rates, service, accounts, valuation, estimate or determination of cost, or any 
other matter whatsoever now pending or which may come before this Commis- 
sion or other regulatory body, and nothing herein shall be construed as an 
acquiescence by this Commission in any estimate or determination of cost or 
any valuation of property claimed or asserted ; 

(C) Nothing herein is to be construed as affecting in any manner the deter- 
mination of the service area of applicant under section 7(f) of the Natural 
Gas Act, as amended ; 

(D) This certificate shall be effective as long as applicant continues the 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act, as amended, and any pertinent rules, regulations, or orders hereto- 
fore or hereafter issued by the Commission ; 

(E) The application filed by applicant on March 10, 1942, in docket No. G- 
244 requesting exemption from the provisions of the Natural Gas Act, be and 
it is hereby denied ; 

(F) The application filed by applicant on May 8, 1942, in docket No. G-364, 
requesting a “grandfather” certificate of public convenience and necessity be 
and it is hereby dismissed ; 

(G) Appropriate evidence of the issuance of the certificate in docket No. G- 
532 shall be furnished to applicant. 


Order approving partial disposition of amounts classified in 
Account 107, gas plant adjustments 


Washington Gas Light Company 
January 12, 1945 


It appearing to the Commission that: 

(a) On December 31, 1941, Washington Gas Light Company, Washington, 
District of Columbia (hereinafter referred to as Gas Light), filed its reclassifi- 
cation and original cost studies of gas plant pursuant to the requirements of 
gas plant accounts instruction 2—D of the Uniform System of Accounts and 
the Commission’s Order No, 73 with respect thereto ; 

(b) Gas Light, by letter dated December 29, 1944, made application for the 
Commission’s formal approval of the plan proposed in its studies for the dis- 
position of an amount of $5,926,584.34, classified in the filed original cost 
studies as of January 1, 1940, comprising part of the aggregate in Account 107, 
gas plant adjustments, and representing excess of book cost over original cost 
of gas plant other than land; 

(c) Similar reclassification and original cost studies, including a plan of 
disposition for amounts in Account 107 were filed by Gas Light with the Pub- 
lic Utilities Commission of the District of Columbia ; 

(d) This Commission’s staff has made no field examination of Gas Light’s 
reclassification and original cost studies ; 

(e) Gas Light proposes to dispose of the aforesaid $5,926,584.34 through a 
charge to Account 270, capital surplus ; 

(f) Gas Light proposes no disposition at this time of the balance of $1,055,- 
549.52, classified in Account 107, gas plant adjustments, representing an amount 
in excess of original cost of land; 
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(g) Public Utilities Commission of the District of Columbia, by letter dated 
January 5, 1945, has indicated concurrence in the plan proposed by Gas Light 
for the disposition of the amount of $5,926,584.34 in Account 107 through a 
charge to Account 270, capital surplus ; 

The Commission finds that: . 

It is reasonable and appropriate for the purposes of the Act that Gas Light 
dispose of the $5,926,584.34 as set forth in paragraph (e) above and that the 
$1,055,549.52, referred to in paragraph (f), above, be retained in Account 107 
pending further order of the Commission ; 

The Commission orders that: 

(A) Gas Light dispose of the $5,926,584.34, referred to in paragraph (b) 
above, through a charge to Account 270, capital surplus; 

(B) Gas Light retain the balance of $1,055,549.52, referred to in paragraph 
(f) above, in Account 107, gas plant adjustments, pending further order of 
the Commission ; 

(C) Gas Light submit, within 30 days from the date of this order, certified 
copy of the entry giving effect to the disposition of the amount classified in 
Account 107 as herein approved and directed ; 

(D) Since the staff of this Commission has made no field examination of 
Gas Light’s revised reclassification and original cost studies, the Commission 
reserves the right to make any examination or analysis of the company’s 
studies as it may deem necessary and to require the company to make such 
other accounting adjustments as it may deem appropriate. 


Order approving disposition of amounts classified in 
Account 100.5, electric plant acquisition adjustments, and 
: Account 107, electric plant adjustments 


Pennsylvania Electric Company 
January 19, 1945 


It appearing to the Commission that: 

(a) On December 28, 1944, Pennsylvania Electric Company, Johnstown, Penn- 
sylvania (hereinafter sometimes referred to as “applicant”) filed reclassifica- 
tion and original cost studies of its electric plant accounts as of December 31, 
1943, pursuant to the requirements of electric plant accounts instruction 2—D 
of the Commission’s Uniform System of Accounts Prescribed for Public Utilities 
and Licensees, the Commission’s order of May 11, 1937, and the Commission’s 
order dated November 10, 1944, relating thereto; 

(b) Prior thereto applicant, on September 7, 1940, filed reclassification and 
original cost studies of its electric plant as of December 31, 1936, which studies 
were deficient and after a conference with the trustees of Associated Gas and 
Electric Company, which company controls the applicant, several extensions 
of time were granted in which to file revised studies; on March 16, 1944, partinl 
revisions of the studies were filed and following such partial filing a field ex- 
amination of such studies was made by the staff of this Commission in col- 
laboration with the staff of the Pennsylvania Public Utility Commission; on 
October 6, 1944, applicant requested permission of the Commission to file re- 
classification and original cost studies of its electric plant as of December 31, 
1943, in order to account for several major acquisitions of properties made 
since December 31, 1936, which permission was granted by the above-mentioned 
order of November 10, 1944; 

(c) Applicant in its present studies as of December 31, 1948, has classified 
$11,529,642.55 in Account 100.5, electric plant acquisition adjustments, having 
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disposed of $3,407,360.44 prior thereto of the total electric plant acquisition 
adjustments of $14,937,002.99; and has classified $208,675.05 in Account 107, 
electric plant adjustments, having disposed of $18,600,438.37 prior thereto of 
total electric plant adjustments of $18,804,113.42 ; 

(d) Applicant proposes to dispose of the $11,529,642.55 classified in Account 
100.5 as of December 31, 1943, by a charge of $8,688,162.87 to Account 258.3, 
reserve for amounts in excess of original cost of utility plant, and the remain- 
ing amount of $2,841,479.68 by amortization over a 15-year period, by equal 
monthly or annual charges beginning with the year 1945, to Account 505, amorti- 
zation of electric plant acquisition adjustments ; 

(e) The review by the staff of this Commission of the amounts classified by 
the applicant in Account 100.5 indicates that certain of those amounts may be 
properly includible in other adjustment accounts, but it appears that at least 
$2,841,479.68, the total proposed to be amortized, is properly classifiable in 
Account 100.5; 

(f) Applicant proposes to dispose of the $208,675.05 classified in Account 
107 as of December 31, 1943, to Account 258.3, reserve for amounts in excess 
of original cost of utility plant ; 

(g) Applicant’s reserve of $11,373,498.00, Account 258.3, reserve for amounts 
in excess of original cost of utility plant, as of December 31, 1948, was created 
at the time of the acquisition of various properties pursuant to orders of this 
Commission issued February 18, 1942, and August 20, 1943, In the Matters of 
Associated Maryland Electric Power Corporation, et al., docket No. IT-5748, 
3 F. P. C. 646, and Pennsylvania Electric Company, docket No. IT-5828, 3 
F. P. C. 557; 

(h) In addition to the above proposed dispositions for which Commission 
approval is requested, applicant proposes to charge $2,138,190 of gas plant ad- 
justments and $290,048.21 of steam heat plant adjustments to Account 258.3, 
reserve for amounts in excess of original cost of utility plant, leaving $53,- 
421.87 in the reserve available for other contemplated minor adjustments; 

(i) The Commission has been advised that the Pennsylvania Public Utility 
Commission has approved the applicant’s proposals above referred to; 

The Commission finds that: 

(1) The disposition of the $11,529,642.55 classified in Account 100.5 in the 
manner described in the above paragraph (d) is reasonable and appropriate 
for the purposes of the Act, provided that the amortization charges be made 
to Account 537, miscellaneous amortization ; 

(2) The disposition of the $208,675.05 classified in Account 107 in the manner 


described in the above paragraph (f) is reasonable and appropriate for the 
purposes of the Act; 


The Commission orders that: 


(A) The proposed disposition of the $11,529,642.55 classified in Account 
100.5, electric plant acquisition adjustments, and the $203,675.05 classified in 
Account 107, electric plant adjustments, in the manner described in the above 
paragraphs (d) and (f) respectively, be and the same hereby is approved and 
directed provided, however, that the annual amortization charges referred to 
in paragraph (d) shall be made to Account 537, miscellaneous amortization ; 

(B) Pennsylvania Electric Company submit within thirty days from the date 
of this order certified copies of the entries giving effect to the dispositions by 
charges to Account 258.3 herein approved and directed and within thirty days 
after the close of each year beginning with the year 1945, certified copies of 
the entries amortizing the $2,841,479.68 in Account 100.5; 


679357—46—56 
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(C) The provisions of this order shall not be construed as dispensing with 
the necessity for full compliance with the Public Utility Holding Company 


Act of 1935, and the rules, regulations and orders issued by the Securities and 
Exchange Commission. 


Order authorizing exportation of natural gas from the 
United States to a foreign country 


United Gas Corporation 
(Docket No. G—103) 
January 26, 1945 


Upon consideration of the application filed on June 28, 1944, and amendments 
thereto filed on August 11, 1944, and September 25, 1944, by United Gas Corpo- 
ration (“applicant”), a Delaware corporation authorized to do business in the 
State of Texas, and having its operating divisions office at Houston, Texas, for 
an order authorizing the exportation of natural gas from the United States to 
Mexico, pursuant to section 3 of the Natural Gas Act; 

It appears to the Commission that: 

(a) Applicant seeks authorization to export natural gas from the State of 
Texas to Mexico, such gas to be delivered by applicant at the border of the 
United States near the City of Laredo, Texas, to Compania de Gas de Nuevo 
Laredo, S. A., a Mexican corporation domiciled in the City of Nuevo Laredo, 
Mexico, for distribution in said City of Nuevo Laredo and environs; 

(b) Applicant proposes to sell and deliver the natural gas to be exported 
to Compania de Gas de Nuevo Laredo, 8. A., pursuant to the terms and condi- 
tions of a contract dated May 26, 1944, between applicant, as seller, and com- 
pania de Gas de Nuevo Laredo, S. A., as buyer (a copy of which contract 
was filed as Exhibit I to the application) ; 

(c) A Presidential Permit, approved by the President of the United States 
on July 9, 1940, pursuant to Executive Order No. 8202, dated July 13, 1939, 
has been issued to applicant authorizing the operation and maintenance at the 
border of the United States of the following-described facilities to connect with 
pipe lines of Compania de Gas de Nuevo Laredo, S. A., for the exportation of 
natural gas to Mexico: 

Two four-inch natural gas pipe lines, one extending from a point at Lincoln 
and Vidaurri Streets in the City of Laredo, Texas, to The Texas Mexican Rail- 
way Company’s railroad bridge, thence on and along such railroad bridge across 
the Rio Grande River to the International boundary line of the United States 
and Mexico, and the other extending from applicant’s distribution system in 
the City of Laredo, Texas, and thence along Salinas and Water Streets in 
said city to a point on'the north bank of the Rio Grande; 

(d) On July 31, 1944, pursuant to the provisions of Executive Order No. 
8202, and in accordance with the provisions of the Commission’s orders Nos. 
66 and 116, dated November 3, 1939, and December 28, 1943, respectively, appli- 
eant filed an application with the Commission for a Presidential Permit to 
authorize the construction, operation, maintenance and connection at the border 
of the United States of the following-described facilities for the exportation 
of natural gas to Mexico: 

A six-inch natural gas pipe line commencing at a point at Lincoln and Vi- 
daurri Streets in the City of Laredo, Texas, and extending in a general south- 
erly direction to The Texas Mexican Railway Company’s railroad bridge, 
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thence on and along such railroad bridge across the Rio Grande River to the 
International boundary line of the United States and Mexico; 

(e) On November 29, 1944, the President of the United States approved a 
Presidential Permit to applicant for the construction, operation and mainte- 
nance of the facilities referred to in paragraph (d), above, connecting with a 
pipe line of Compania de Gas de Nuevo Laredo, S. A., pursuant to Executive 
Order No. 8202. On December 27, 1944, applicant accepted the terms and con- 
ditions of such Presidential Permit, which provided that the previous Presi- 
dential Permit of July 9, 1940, issued to applicant (referred to in paragraph 
(c), above), be revoked to the extent that it authorized applicant to operate 
and maintain that certain four-inch natural gas pipe line extending from a 
point at Lincoln and Vidaurri Streets in the City of Laredo, Texas, to The 
Texas Mexican Railway Company’s railroad bridge, thence on and along such 
railroad bridge across the Rio Grande to the International boundary line of 
the United States and Mexico; 

(f) A Presidential Permit, approved by the President of the United States 
on July 9, 1940, pursuant to Executive Order No. 8202, and issued to Compania 
de Gas de Nuevo Laredo, S. A., is now in force and effect, for the operation, 
maintenance and connection at the border of the United States of facilities of 
the latter company for the exportation of natural gas to Mexico; 

(g) Notice of the filing of the application for order authorizing the exporta- 
tion of natural gas and of the application for Presidential Permit referred to 
in paragraph (d), above, were respectively published in the Federal Register 
on July 18, 1944 (9 F. R. 8080), and August 5, 1944 (9 F. R. 9555), and given 
to interested State officials, and no protest has been received ; 

(h) Pursuant to the Commission's order dated August 18, 1944, and sub- 
sequent order of August 25, 1944, and after appropriate notice thereof, a public 
hearing was held on this matter in Washington D. C., on October 4, 1944; 

The Commission, having considered the application and the record thereon 
with respect to the matters involved and the issues presented, finds that: 

The exportation of natural gas by applicant, hereinafter authorized, will 
not be inconsistent with the public interest ; 

The Commission, therefore, orders that: 

(A) Applicant be and it hereby is authorized to export natural gas from 
the United States to Mexico at the points designated in its application and ex- 
hibits attached thereto, referred to in paragraph (a), above, in accordance with 
the terms and conditions of the contract referred to in paragraph (0b), above, 
by means of the facilities authorized under the Presidential Permits of July 
9, 1940, as modified, and November 29, 1944, and upon the terms and conditions 
of this order; 

(B) Applicant shall disconnect from its pipe-line system that certain 4-inch 
pipe line extending from a point at Lincoln and Vidaurri Streets in the City 
of Laredo, Texas, to The Texas Mexican Railway Company’s railroad bridge, 
thence on and along such railroad bridge across the Rio Grande to the Interna- 
tional boundary line of the United States and Mexico and shall discontinue 
the exportation of natural gas by means of such 4-inch pipe line concurrently 
with the commencement of the exportation of natural gas through the facilities 
referred to in paragraph (d), above; 

(C) The authorization herein granted may be modified from time to time 
or terminated upon further order of the Commission, but in no event shall 
such authorization extend beyond the date of termination or expiration of any 
of the Presidential Permits referred to in paragraphs (c), (e) and (f) above; 

(D) Applicant shall conduct all operations pursuant to the authorization 
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herein granted in accordance with the provisions of the Natural Gas Act and 
any pertinent rules, regulations or orders issued by the Commission ; 

(E) The authorization herein granted shall terminate automatically upon 
the expiration or termination of the contract for the exportation of natural 
gas referred to in paragraph (b), above, subject however to such reconsidera- 
tion and further orders as the future public interest may require; 

(F) Applicant shall maintain adequate metering equipment to measure the 
flow of all natural gas exported from the United States to Mexico pursuant 
to the authorization herein granted; shall make, keep and preserve full and 
complete records with respect to the natural gas so exported; and shall fur- 
nish to the Commission such reports with respect to such exportation of natural 
gas as the Commission may deem necessary and appropriate and in such form 
and manner as the Commission may prescribe ; 

(G) This authorization to export natural gas to Mexico shall not be trans- 
ferable or assignable, but shall continue in effect temporarily for a reasonable 
time thereafter in the event of the involuntary transfer of facilities used there- 
under by operation of law (including such transfers to receivers, trustees, or 
purchasers under foreclosure or judicial sale) pending the making of an appli- 
eation for permanent authorization and decision thereon, provided notice is 
promptly given in writing to the Commission accompanied by a statement that 
the physical facts relating to sufficiency of supply, rates, and nature of use 
remain substantially the same as before the transfer ; 

(H) This authorization shall be without prejudice to the authority of any 
State, State regulatory commission, or Mexico, for the exercise of the lawful 
authority vested in the State, State regulatory commission or Mexico over 
applicant ; 

(I) This authorization is without prejudice to the authority of this Com- 
mission, or any other regulatory body, with respect to rates, contracts, service, 
accounts, valuation, estimate or determination of cost, or any other matter 
whatsoever now pending or which may come before this Commission, or other 
regulatory body, and nothing herein shall be construed as an acquiescence by 
this Commission in any estimate or determination of cost or any valuation of 
property claimed or asserted ; 

(J) Concurrently with the service of this order, the Presidential Permit 
described in paragraph (e) above, be released and a copy transmitted to ap- 
plicant by the Secretary. 


Order approving and directing disposition of amounts 
classified as plant acquisition adjustments and 
plant adjustments 


Interstate Power Company (Delaware) 
February 2, 1945 


It appearing to the Commission that: 

(a) On May 21, 1941, Interstate Power Company (Delaware), having its 
principal business office at Dubuque, Iowa (hereinafter sometimes referred 
to as the “company”), filed its reclassification and original cost studies of 
electric plant pursuant to electric plant accounts instruction 2—D of the Uniform 
System of Accounts Prescribed for Public Utilities and Licensees and the Com- 
mission’s order of May 11, 1937, relating thereto; 

(b) Thereafter the staff of the Commission made a field examination of the 
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studies and several conferences between the staff and the company were held 
relating thereto; 


(c) On March 16, 1944, the company filed revisions to its reclassification 
and original cost statements, as of January 1, 1941; 


(d@) On January 11, 1945, the company submitted a further revision to its 
reclassification and original cost statements reflecting the following excesses 
over original cost of utility plant as of November 30, 1944; 


Title of account Amount 


Plant acquisition adjustments : 
100.5 Electric plant acquisition adjustments ~.........-----~~-~- $ 54,347.06 
108.25 Gas plant acquisition adjustments 59,537.92 
108.15 Common utility plant acquisition adjustments 8,050,152.06 

Total at January 1, 1941 8,164,037.04 
100.5 Clinton rurals purchase 14,484.63 
Balance at November 30, 194 8,178,521.67 

Plant adjustments: 

107 Electric plant adjustments 130,443.13 
ee 5 Men I A i ner chenin meno netpneghedlimeaiy 198,061.47 
108.17 Common utility plant adjustments = 15,756,119.63 

Total at January 1, 1941 {6,084,624.23 


108.17! Interstate Power Company—Nebraska adjustment 
(1941) (498,316.74) 


15,586,307.49 





1The company’s statement designated this as Account 107 with respect to the adjust- 
ment of $498,316.74, but it appears the appropriate account is Account 108.17. 


(e) The company submitted with its revised statements filed January 11, 
1945, a plan for disposing of the amounts of $8,178,521.67 and $15,586,307.49, 
in plant acquisition adjustments and plant adjustments, respectively ; 

(f) The company proposes the following accounting treatment of the amount 
of $8,178,521.67 classified as plant acquisition adjustments: 


To charge to Account 271, earned surplus, the amount considered 

as applicable to the Bemidji-Crookston property sold November 
$1,630,948.00 

Remaining amount to be amortized over a 15-year period by equal 

monthly charges to Account 505, amortization of electric plant 

acquisition adjustments, commencing September, 1945, with con- 

current credits to Account 252, reserve for amortization of elec- 
tric plant acquisition adjustments 6,547,573.67 


8,178,521.67 


(g) The company proposes to dispose of the amount of $15,586,307.49 classi- 
fied as plant adjustments as follows: 


To Account 270, capital surplus $ 2,087,198.83 
To Account 271, earned surplus (deficit) 13,549,108.66 
Total 


The Commission finds that: 

(1) The disposition of the amount of $8,178,521.67, classified as plant acqui- 
sition adjustments, as proposed in paragraph (f), above, is reasonable and 
appropriate for purposes of the Act, provided that the amortization be by 
charges to Account 537, miscellaneous amortization ; 

(2) The disposition of the amount of $15,586,307.49, classified as plant ad- 
justments, as proposed in paragraph (g), above, is reasonable and appropriate 
for purposes of the Act; and 


The Commission orders that: A 





844 FEDERAL POWER COMMISSION 


(A) The disposition of the amount of $1,630,948, part of the total of $8,- 
178,521.67 classified as plant acquisition adjustments referred to in paragraph 
(f), above, by charging said amount to Account 271, earned surplus, and the 
proposed accounting treatment of the balance $6,547,573.67, by amortization 
thereof by equal monthly charges, as referred to in paragraph (f), above, and 
disposition thereof, be and the same hereby are approved and directed, pro- 
vided that said amortization charges shall be made to Account 537, miscellane- 
ous amortization, and provided further that the company may accelerate such 
amortization ; 

(B) The disposition of the amount of $2,037,198.83, part of the total of 
$15,586,307.49 classified as plant adjustments referred to in paragraph (9), 
above, by charging said amount to Account 270, capital surplus, and the pro- 
posed accounting treatment of the balance $13,549,108.66, by charging said 
amount to Account 271, earned surplus (deficit), as referred to in paragraph 
(g), above, be and the same hereby are approved and directed ; 

(C) The compafly submit, within sixty days from the date of this order, 
certified copies of the entries giving effect to the disposition approved and 
directed in paragraph (B), above, and of the entries giving effect to the dis- 
position approved and directed in paragraph (A), above, with respect to the 
amount of $1,630,948 and, within thirty days after the close of each calendar 
year beginning with the year 1945, certified copies of the entries made as ap- 
proved and directed in paragraph (A), above, with respect to the amount of 
$6,547 ,573.67 ; 

(D) The provisions of this order are not to be construed as dispensing with 
the necessity for compliance with the requirements of the Public Utility Hold- 
ing Company Act of 1935 and the rules, regulations and orders issued by the 
Securities and Exchange Commission. 


Order approving disposition of amounts classified in 
Account 100.5, electric plant acquisition adjustments, and 
Account 107, electric plant adjustments 


California Electric Power Company 
February 2, 1945 


It appears that: 

(a) On May 8, 1939, California Electric Power Company' (sometimes re- 
ferred to herein as “California Electric” or “company”) filed reclassification and 
original cost studies pursuant to electric accounts instruction 2—D of the Com- 
mission’s Uniform System of Accounts Prescribed for Public Utilities and 
Licensees, and the Commission’s order of May 11, 1937, pertaining thereto; 

(b) Thereafter, the staff of this Commission and the staff of the Railroad 
Commission of the State of California undertook a joint field examination of 
California Electric’s studies, as a result of which a joint report, limited to the 
electric utility plant of the company exclusive of hydroelectric projects licensed 
by this Commission, was prepared by the Commission staffs. On July 31, 1943, 
the joint report was transmitted to California Electric with the request that 
it reclassify its plant accounts in accordance with the recommendations con- 
tained therein ; 


(c) On October 4, 1948, California Electric filed a partial response to the 


1Formerly The Nevada-California Electric Corporation, name changed to California 
Electric Power Company during 1941. 
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joint report. Subsequently several conferences were held between members of 
the Federal Power Commission staff and representatives of California Elec- 
tric, as a result of which the company made further studies and filed additional 
data, and on October 23, 1944, it filed certain revised reclassification and orig- 
inal cost statements embodying all of the staff adjustments as modified by 
supplemental studies and conferences with the exception of $622,473.25 that 
remains in Account 100.6, electric plant in process of reclassification. California 
Electric has advised that it expects to complete the reclassification of the 
amount now in Account 100.6 and file its studies with the Commission by 
March 31, 1945; 

(d) According to California Electric’s revised reclassification and original 
cost statement filed with the Commission, the company has classified $130,423.24 
in Account 100.5, electric plant acquisition adjustments, and $11,914,914.57 in 
Account 107, electric plant adjustments. The company has also included plans 
for the disposition of these amounts in its revised studies ; 

(e) With respect to the $130,423.24 classified in Account 100.5, California 
Electric proposes the following disposition : 


To Account 270, capital surplus: 
Representing premiums paid in acquiring the cap- 
ital stock of The Yuma Utilities Company, 4 
merged during 1936 with The Nevada-California 
Electric Corporation $114,985.03 
To Account 271, earned surplus: 
Representing expenses of acquiring certain prop- 
$13,536.40 
Excess of purchase cost over original cost of prop- 
erty acquired from San Jacinto Light and Power 
Company j 1,951.81 15,488.21 
——— 730,498.24 
(f) With respect to the $11,914,914.57 established in Account 107, California 


Electric proposes the following disposition : 


‘ 
To Account 250, reserve for depreciation : 


Representing unrecorded retirements and ad- 
justments of recorded retirements of property $457,466.80 
To Account 265, contributions in aid of construction: 
Representing contributions erroneously record- 
ed in plant accounts (174,762.29) 
To Account 270, capital surplus: 
Representing write-ups and other miscellaneous 
excesses of recorded cost over original cost 
OE GERCTNES I sgeccttsitinanigsiiensn ahaa 11,819,728.83 
To Account 271, earned surplus: 
Representing correction of previous write-off 
pertaining to sale of land and land rights to 
City of Los Angeles $ (226,293.64) 
Miscellaneous item erroneously charged or 
credited to plant accounts (net) 38,774.87 (187,518.77) 
a, 21,914,91457" 
(g) By letters dated December 13, 1944, the Railroad Commission of the 
State of California, Nevada Public Service Commission, and the Arizona Cor- 


poration Commission were advised of California Electric’s proposed plan of 
disposition of amounts classified in Account 100.5 and in Account 107, and each 
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of these Commissions has replied indicating its approval of the company’s pro- 
posed plan of disposition ; 

(h) As yet no field examination of the revised reclassification and original 
cost statements has been made by the Commission staff ; 

The Commission finds that: 

(1) The dispositions of the $130,423.24 classified in Account 100.5, and the 
$11,914,914.57 classified in Account 107, as described in paragraphs (e) and (f) 
above, are reasonable and appropriate for the purposes of the Federal Power 
Act; 

(2) It is appropriate that the company be granted an extension of time until 
March 31, 1945, to file its studies with respect to the remaining amount of 
$622,473.25 now remaining in Account 100.6, electric plant in process of 
reclassification ; 

The Commission orders that: 

(A) The dispositions of the $130,423.24 classified in Account 100.5, and of 
the $11,914,914.57 classified in Account 107, in the manner described in para- 
graphs (e) and (f) above, be and the same hereby are approved; 

(B) California Electric complete and file the studies referred to in paragraph 
(2), above, on or before March 31, 1945, together with its proposed plans for 
the disposition of any part of the $622,473.25 which is classifiable in an ad- 
justment account; 

(C) Nothing in this order shall be construed as affecting the determination 
of the actual legitimate original cost of California Electric’s hydroelectric 
projects licensed by this Commission ; 

(D) Since the staff has made no field examination of California Electric’s 
revised reclassification and original cost statements, the Commission reserves 


the right to make any examination or analysis of such statements as it may 
deem necessary and to require California Electric to make such further ac- 
counting adjustments as the Commission may deem appropriate ; 

(E) California Electric submit, within 30 days from the date of this order, 
certified copies of the entries disposing of the $130,423.24 classified in Account 
100.5 and the $11,914,914.57 classified in Account 107. 


Order issuing certificate of public convenience and necessity 
and dismissing application to reopen proceeding 


Panhandle Eastern Pipe Line Company, and its wholly-owned 
subsidiaries, Illinois Natural Gas Company and Michigan 
Gas Transmission Corporation 


(Docket No. G-452) 
February 3, 1945 


It appears to the Commission that: 

(a) On February 25, 1943, Panhandle Eastern Pipe Line Company (appli- 
eant) and its then wholly-owned subsidiaries, Illinois Natural Gas Company 
and Michigan Gas Transmission Corporation, filed an application for a certifi- 
eate of public convenience and necessity pursuant to section 7 of the Natural 
Gas Act, as amended, to authorize the operation of the following-described 
facilities: 

(1) Main Transmission Line Looping.—A 26-inch line extending westerly 
from Olpe, Kansas, compressor station about 10.48 miles; a 26-inch line extend- 
ing westerly from Houstonia, Missouri, compressor station, about 10.06 miles; 
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a 26-inch line extending westerly from Centralia, Missouri, compressor station 
about 15.32 miles; a 24-inch line extending westerly from Hannibal tap in 
Missouri about 16.41 miles; a 24-inch line extending westerly from Pleasant 
Hill, Illinois, compressor station about 6.69 miles; a 22-inch line extending 
easterly from the east bank of the Illinois River, in Illinois, about 2.69 miles; 
a 24-inch line extending westerly from Glenarm, Illinois, compressor station 
about 24.92 miles; a 24-inch line extending westerly from Tuscola, Illinois, 
compressor station about 36.17 miles; and a 20-inch line extending westerly 
from Dana, Indiana, measuring station for about 20.20 miles; 

(2) Michigan North Line.—A 20-inch pipe line beginning at a point on 
Michigan Gas Transmission Corporation’s line north of, and near, the Ohio- 
Michigan border, and extending in a northerly direction about 31.2 miles to a 
point near Chelsea, Michigan, at which point the North Line joins with the 
West Line; an 18-inch line extending from the point of the afore-mentioned 
junction in a northeasterly direction about 30.25 miles to a point near New 
Hudson, Michigan; from such latter point a 16-inch line continuing in a 
northerly direction about 33.75 miles to a point near Flint, Michigan; a 12- 
inch line continuing from the last-mentioned point in a northwesterly direction 
for a distance of about 42.98 miles to its terminus at the point of connection 
with the 12%-inch Missaukee County line of Consumers Power Company; from 
the point of the junction of the 18-inch and the 16-inch lines near New Hudson, 
a 12-inch line extending in an easterly direction approximately 20.75 miles to a 
point near Clawson, Michigan; and certain lateral lines and measuring and 
regulating facilities necessary to effect delivery of gas to Consumers Power 
Company ; 

(3) Michigan West Line.—A 12-inch line commencing at the junction of the 
18-inch and 20-inch lines of the North Line at a point near Chelsea, Michigan, 
and extending in a westerly direction to a point near Battle Creek, Michigan, a 
distance of about 64.5 miles, from which point a 12-inch pipe line continues 
in a westerly direction a distance of about 19.5 miles to Kalamazoo, Michigan ; 
and certain lateral lines and measuring and regulating facilities necessary to 
effect delivery of gas to Consumers Power Company ; 

(4) Battle Creek Lateral.—A 6-inch pipe line commencing at a point on the 
West Line south of Battle Creek, Michigan, and extending a distance of about 
3 miles to a point near Battle Creek, Michigan, and measuring and regulating 
facilities necessary to effect delivery of gas to Battle Creek Gas Company ; 

(5) Adrian Lateral.—A 4-inch lateral line commencing at a point on the 
Michigan North Line situated east of Adrian, and extending about 8.1 miles 
to a point near Adrian, Michigan, and measuring and regulating facilities 
necessary to effect delivery of gas to Citizens Gas Fuel Company ; 

(6) Galesburg Lateral.—An 8-inch lateral line commencing at a point on the 
Sartonville lateral in Peoria County, Illinois, and extending northwesterly ap- 
proximately 20 miles to the Peoria-Knox County Line, thence approximately 
23 miles to a point near the south corporate limits of Galesburg, Dlinois; and 
a 4inch branch line extending from such lateral, known as the Abingdon lateral, 
commencing at a point northeast of Abingdon, Illinois, and extending south- 
westerly approximately 8 miles to a point near the corporate limits of Abing- 
don, Illinois, and measuring and regulating facilities necessary to effect de- 
livery of gas to Illinois-lowa Power Company ; 

(b) Prior to the filing of the application herein, applicant and its said sub- 
sidiaries liad filed with the Commission en April 17, 1942, an application in 
docket No. G—254, under the “grandfather” clause of section 7(c) of the 
Natural Gas Act, as amended February 7, 1942, for a certificate of public con- 
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venience and necessity to authorize the operation, among other things, of the 
facilities described in paragraph (a), above, which were then in course of 
construction and not in service. Such facilities, not being in bona fide opera- 
tion on the effective date of the amendatory Act, February 7, 1942, were not the 
proper subject of a “grandfather” certificate. Accordingly, applicant, at the 
suggestion of the Commission, filed the application on February 25, 1943, in 
the instant proceeding for a “non-grandfather” certificate of public convenience 
and necessity to authorize the operation of such facilities ; 

(c) Pursuant to the Commission’s order dated April 12, 1943, and after 
appropriate notice, a public hearing was held in Washington, D. C., commenc- 
ing April 20, 1943, and concluding May 12, 1948. The Michigan Public Service 
Commission, and interveners, United Mine Workers of America, National Coal 
Association, Railway Labor Executives’ Association, and Brotherhood of Rail- 
road Trainmen participated in the hearing; 

(d) During the hearing, applicant offered factual details and presented ex- 
hibits, which were received in evidence, showing that: on March 31, 1943, 
applicant’s subsidiaries, Illinois Natural Gas Company and Michigan Gas 
Transmission Corporation, conveyed all of their properties to applicant, in con- 
sideration of the assumption by applicant of their obligations and liabilities and 
the delivery and surrender to them for cancellation and retirement (in liquida- 
tion) of all of their outstanding shares of capital stock; that Michigan Gas 
Transmission Corporation and Illinois Natural Gas Company were thereafter 
dissolved on April 1, 1943, and April 3, 1948, respectively; that prior to such 
dissolution, the facilities of such subsidiaries had been operated together with 
the facilities of applicant as an integrated natural-gas pipeline system for the 
transportation and sale of natural gas, subject to the jurisdiction of the Com- 
mission; and that by order dated March 30, 1943, the Securities and Exchange 
Commission had granted approval of applications to permit such merger of 
Illinois Natural Gas Company and Michigan Gas Transmission Corporation 
with applicant ; 

(e) The properties acquired by applicant from its said subsidiaries included 
transmission lines interconnected with lines of applicant, compressor stations 
and appurtenant facilities, those of Illinois Natural Gas Company being lo- 
eated in Illinois, and those of Michigan Gas Transmission Corporation being 
located in Michigan and Ohio, all of which are more fully described in Ex- 
hibits A-a and A-b of the application filed with this Commission in docket 
No. G-254; 

(f) In order to conform the pleadings to the proof of record, applicant, on 
June 5, 1948, filed a motion asking leave to supplement its original application 
herein together with a supplemental application for a certificate of public 
convenience and necessity for authority to acquire and operate all of the 
facilities which were owned prior to March 31, 1948, by Illinois Natural Gas 
Company and Michigan Gas Transmission Corporation ; 

(g) On June 29, 1943, 3 F. P. C. 1027, an order to show cause was entered 
by the Commission in this proceeding directing the interveners and Michigan 
Public Service Commission to show cause in writing under oath, if any there 
be, on or before July 10, 1943, why applicant’s motion for leave to supplement 
the application should not be granted and the proceedings reopened for the 
purpose of receiving the supplemental application as a part of the record. 
No protest or answer to such order to show cause was filed herein ; 

(h) By order entered July 20, 1943, the Commission reopened the record 
in this proceeding for the purpose of permitting applicant to file its supple- 
mental application, and made such application and all orders in relation thereto 
a part of the record herein ; 
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(i) On May 25, 1944, interveners, National Coal Association and United 
Mine Workers of America, filed an application requesting that the proceeding 
be reopened, and that applicant be required to make further showing of the 
“end-uses” of the natural gas before any final determination be made by the 
Commission of the pending application ; 

(j) On April 30, 1941, applicant entered into a contract with Consumers 
Power Company under which applicant agreed to transport, sell and deliver 
natural gas to Consumers Power Company for resale to numerous towns and 
villages in Michigan, including Jackson, Kalamazoo, Flint, and Pontiac. On 
June 9, 1941, applicant entered into a contract with Battle Creek Gas Company, 
under which applicant agreed to transport, deliver, and seil natural gas to the 
Battle Creek Gas Company for resale in Battle Creek, Michigan, and its en- 
virons. On July 18, 1941, applicant entered into a contract with Citizens Gas 
Fuel Company, under which applicant agreed to transport, sell, and deliver 
natural gas to Citizens Gas Fuel Company for resale in Adrian, Michigan, and 
its environs. On November 2, 1941, applicant, through and in the name of its 
then subsidiary, Ilinois Natural Gas Company, entered into a contract with 
Illinois-lowa Power Company to transport, sell, and deliver natural gas to 


Illinois-lowa Power Company for resale in Galesburg, Monmouth, Knoxville 
and Abingdon, Illinois; 


(k) The facilities described in paragraph (a), above, are needed for the pur- 
pose of meeting the natural-gas requirements of applicant’s new customers 
under the contracts referred to in paragraph (j), above, and the increased 
natural-gas requirements of applicant’s other customers. The additional sup- 
plies of natural gas to be provided by means of such facilities are also re- 
quired in the interest of the war effort and the maintenance of essential civilian 


services ; 

(lt) The War Production Board has issued preference rating certificates for 
the critical materials used in the construction of the facilities described in 
paragraph (a), above, and has recognized the necessity for increasing the trans- 
mission capacity of applicant’s main transmission lines. (See orders entered 
In the Matter of Panhandle Eastern Pipe Line Company, docket Nos. G-—459 
and G-410, dated September 21, 1943, 3 F. P. C. 1090, and November 30, 1943, 
supra, p. 434, respectively.) ; 

(m) Applicant’s proposed operation of the facilities acquired from its sub- 
sidiaries, Illinois Natural Gas Company and Michigan Gas Transmission Corpo- 
ration, will result in savings in taxes, more economical and efficient operation, 
and a simplification of accounting and other records; 

(n) Applicant’s recoverable gas reserves are adequate to meet the require- 
ments resulting from the proposed operation of the facilities ; 

The Commission, having considered the application, as supplemented, and 
the record thereon with respect to the matters involved and the issues pre- 
sented, finds that: 

(1) Applicant is a corporation organized and existing under the laws of 
Delaware, authorized to do business as a foreign corporation in the States of 
Texas, Oklahoma, Kansas, Missouri, Dllinois, Indiana, Michigan, and Ohio, 
having its principal place of business in Kansas City, Missouri; 

(2) Applicant is engaged in the transportation of natural gas in interstate 
commerce and in the sale in interstate commerce of natural gas for resale for 
ultimate public consumption for domestic, commercial, industrial and other use 
and is therefore (as heretofore found by the Commission in its opinion and ac- 
companying order entered on September 23, 1942, in docket Nos. G-200 and 
G-207, 3 F. P. C. 278, 45 P. U. R. (N.S.) 208) a “natural-gas company” within 
the purview of the Natural Gas Act; 
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(3) The facilities hereinabove referred to are a part of applicant’s inte- 
grated natural-gas pipeline system and are and will be used in the transporta- 
tion and sale of natural gas, subject to the jurisdiction of the Commission, and 
the construction, acquisition and operation thereof, as described in the appli- 
eation, are subject to the requirements of subsections (c) and (e) of section 
7 of the Natural Gas Act, as amended ; 

(4) Applicant is able and willing properly to do the acts and perform the 
service proposed and to conform to the provisions of the Natural Gas Act, as 
amended, and the requirements, rules and regulations of the Commission 
thereunder ; , 

(5) The proposed operation of the facilities by applicant is and will be re- 
quired by the present and future public convenience and necessity, and a cer- 
tificate therefore should be granted as hereinafter ordered ; 

(6) No new facts have been presented or reasons stated in the application 
of interveners, National Coal Association and United Mine Workers of America, 
which would justify reopening this proceeding, and therefore such application 
should be dismissed ; 

The Commission orders that: 

(A) The application filed May 25, 1944, by National Coal Association and 
United Mine Workers of America, to reopen the proceeding, be and the same 
is hereby dismissed ; 

(B) A certificate of public convenience and necessity be and it is hereby 
issued authorizing applicant to operate the facilities referred to in paragraphs 
(a) and (e), above, and more fully described in the application, as supple- 
mented, for the transportation and sale of natural gas therein set forth, subject 
to the jurisdiction of the Commission, upon the terms and conditions of this 
order ; 

(C) This certificate shall not be transferable and is without prejudice to 
the authority of this Commission or any other regulatory body with respect 
to rates, contracts, service, accounts, valuation, estimate or determination of 
cost, or any other matters whatsoever now pending or which may come before 
this Commission or other regulatory body, and nothing herein shall be con- 
strued as an acquiescence by this Commission in any estimate or determination 
of cost or any valuation of property claimed or asserted by applicant; 

(D) Nothing herein is to be construed as affecting in any manner the deter- 
mination of applicant’s service area under section 7(f) of the Natural Gas 
Act; 

(E) This certificate shall be effective as long as applicant continues the 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act, as amended, and any pertinent rules, regulations, or orders here- 
tofore or hereafter issued by the Commission ; 

(F) Applicant shall file appropriate accounting entries recording the acquisi- 
tion of the properties of Illinois Natural Gas Company and Michigan Gas 
Transmission Corporation as required by the provisions of the Uniform System 
of Accounts for Natural Gas Companies ; 

(G) This authorization shall become effective upon withdrawal of that 
portion of the application for a “grandfather” certificate in docket No. G—254 
which relates to the facilities referred to in paragraphs (a) and (e), above; 

(H) Nothing contained in this order shall be construed as in any manner 
changing or affecting the Commission’s opinion and accompanying order re- 
ducing rates entered September 23, 1942, in docket Nos. G-200 and G—207, 
supra, or in any manner relieving applicant from filing new rate schedules re- 
flecting the reduction in rates in conformity therewith ; 
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(1) Appropriate evidence of the issuanee of the certificate issued hereby 
shall be furnished to applicant. 


Order allowing rate schedules to take effect 
Panhandle Eastern Pipe Line Company 
February 13, 1945 


Upon consideration of Panhandle Eastern Pipe Line Company’s (herein- 
after called “Panhandle”) rate schedules FPC No. 97, FPC No. 99, supplement 
No. 1 to FPC No. 99 and supplement No. 2 to FPC No. 99, providing for the 
sale of natural gas to The Ohio Fuel Gas Company (hereinafter called “Ohio 
Fuel”) for resale by the latter for ultimate public consumption, proposed to 
take effect as of January 26, 1944, April 1, 1944, December 1, 1944, and Janu- 
ary 1, 1945, respectively ; 

It appears to the Commission that: 

(a) On November 13, 1942, Panhandle filed with the Commission a schedule 
of rates and charges, designated as Panhandle Eastern Pipe Line Company 
rate schedule FPC No. 59, providing for the sale of natural gas at the rate 
of 2.5¢ per therm to Ohio Fuel, for resale, through an established pipeline 
interconnection near the Indiana-Ohio State line known as the “Muncie inter- 
connection,” pursuant to Directive No. 1, dated July 25, 1942, issued by the 
War Production Board under its Limitation Order L-31 ;? 

(b) On April 29, 1948, Panhandle filed with the Commission a schedule of 
rates and charges designated as Panhandle Eastern Pipe Line Company rate 
schedule FPC No. 94, providing for the sale of natural gas at the rate of 2.5c 
per therm to Ohio Fuel for resale through an interconnection between pipelines 
of said companies at a point west of the Village of Maumee, Ohio, commonly 
ealled the “Maumee interconnection,” pursuant to Directive No. 19, dated 
March 80, 19438, issued by the War Production Board under its Limitation 
Order L-31 ;? 

(c) On June 25, 1943, there was submitted for filing with the Commission 
an agreement dated June 16, 1948, between Panhandle and Ohio Fuel, desig- 
nated as Panhandle Eastern Pipe Line Company rate schedule FPC No. 95, 
providing for the sale to Ohio Fuel of natural gas at the two pipeline inter- 
connections hereinabove referred to, at the rate of 1.6c per therm for all gas 
delivered prior to May 1, 1948, and 1.9¢ per therm for gas delivered on and 
after May 1, 1943, such rate schedule to supersede rate schedules FPC Nos. 
59 and 94;° 

(d) On June 29, 1948, the Commission entered an order in The Ohio Fuel 
Gas Company v. Panhandle Eastern Pipe Line Company, docket Nos. G—432 
and G-470, 3 F.P.C. 1026, allowing Panhandle Eastern Pipe Line Company 
rate schedule FPC No. 95 to take effect as of August 1, 1942, superseding its 


1On November 23, 1942, Ohio Fuel filed with the Commission, in docket No. G—432, a 
protest, alleging, among other things, that schedule FPC No. 59 was unlawful, unreason- 
able and discriminatory. 

7On May 14, 1943, Ohio Fuel filed with the Commission, in docket No. G—470, a 
protest, alleging in substance that the proposed rate schedule FPC No. 94 was dis- 
ecriminatory and unlawful. 

On June 25, 1943, Panhandle filed with the Commission a formal request that the 
proceedings in docket Nos. G—432 and G—470 be terminated; and on June 26, 1943, 
Ohio Fuel filed with the Commission a formal request to dismiss its protests against 
rate schedules FPC Nos. 59 and 94. 
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rate schedules FPC Nos. 59 and 94, and terminating the proceeding in such 
dockets. Such order, among other things, stated : 

“nor shall this order be construed as in any manner changing or affecting the 
Commission’s opinion and order reducing rates entered September 23, 1942, 
in docket Nos. G-200 and G—207, In the Matter of the Panhandle Eastern Pipe 
Line Co., et al., supra, 3 F.P.C. 273, or in any manner relieving Panhandle 
Eastern from filing new rate schedules reflecting’ the reduction in rates in 
conformity therewith.” 

(e) On March 9, 1944, Panhandle submitted for filing with the Commission 
its agreement dated February 14, 1944, between Panhandle and Ohio Fuel, 
designated as Panhandle Eastern Pipe Line Company rate schedule FPC No. 
97, providing for the delivery and sale to Ohio Fuel of natural gas at the two 
pipeline interconnections hereinabove referred to, at the rate of 27.75c per 
M.c.f., during the period from January 26, 1944, to March 31, 1944, pursuant 
to Special Directive A dated February 7, 1944, issued by the War Production 
Board under its Utilities Order U-7. By telegram of April 8, 1944, the Com- 
mission requested Panhandle to file further information and data in support 
of said rate schedule. On April 19, 1944, Panhandle sent a letter to the Com- 
mission stating, among other things, that: “involuntary deliveries of this 
nature made pursuant to urgent requests and directives of the War Production 
Board in the exercise of the war power * * * are not subject to the regulatory 
powers of the Commission either as to price or as to rate schedule rules and 
procedure,” and that “said contract of February 14, 1944 is tendered to you 
not as an ordinary rate schedule or for any specified purpose but to meet 
whatever lawful requirements there may be”; 

(f) On July 15, 1944, Panhandle submitted to the Commission its agree- 
ment dated April 1, 1944, between the Panhandle and Ohio Fuel, designated as 
Panhandle Eastern Pipe Line Company rate schedule FPC No. 99, providing 
for the delivery and sale to Ohio Fuel of natural gas at the two pipeline in- 
terconnections hereinabove referred to, at the rate of 22c per M.c.f. for gas 
delivered from April 1, 1944, to December 1, 1944, pursuant to Special Directive 
B, dated April 5, 1944, issued by the War Production Board under its Utilities 
Order U-7. In its letter of July 13, 1944, transmitting such rate schedule, 
Panhandle asserted that in its opinion such rate schedule was not subject to 
the regulatory powers of the Commission ; 

(g) On December 27, 1944, Panhandle submitted to the Commission its 
agreement dated December 1, 1944, between Panhandle and Ohio Fuel, 
designated as Panhandle Eastern Pipe Line Company supplement No. 1 to 
rate schedule FPC No. 99, providing for the delivery and sale to Ohio Fuel 
of natural gas at the two pipeline interconnections hereinabove referred to 
at the rate of 27.75¢c per M.c.f. for gas delivered during the period from De- 
cember 1 through December 31, 1944, pursuant to telegram dated November 
30, 1944, issued by the War Production Board, extending its Special Directive 
B under Utilities Order U-7. In its letter of December 22, 1944, transmitting 
such rate schedule, Panhandle reiterated its position that such rate schedule 
is not subject to the regulatory powers of the Commission ; 

(h) On January 31, 1945, Panhandle submitted to the Commission an agree- 
ment dated January 1, 1945, between Panhandle and Ohio Fuel, designated 
as Panhandle Eastern Pipe Line Company supplement No. 2 to rate schedule 
FPC No. 99, providing for the sale to Ohio Fuel of natural gas at the two 
pipeline interconnections hereinabove referred to, at the rate of 27.75¢ per 
M.c.f. for gas delivered during the period from January 1, 1945, through 
March 31, 1945, pursuant to telegram dated December 29, 1944, issued by 
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War Production Board, extending its Special Directive B under Utilities 
Order U-7. By its letter of transmittal dated January 27, 1945, Panhandle 
again asserted that such rate schedule is not subject to the regulatory powers 
of the Commission ; 

(i) By order of May 22, 1941, the Commission, upon complaint, instituted 
a comprehensive investigation of all the interstate wholesale natural-gas rates 
and charges of Panhandle and its subsidiaries in docket No. G—207, which 
investigation has not been finally concluded or terminated. After extensive 
hearings had in such investigation, the Commission, on September 23, 1942, 
entered its opinion and accompanying interim order, directing Panhandle and 
its subsidiaries to reduce rates and charges for or in connection with the trans- 
portation of natural gas in interstate commerce for resale for ultimate 
public consumption by not less than $5,094,384 per annum, based on 1941 
sales and revenues (3 F.P.C. 273). The Commission’s order of September 23, 
1942, further directed Panhandle and its subsidiaries to file new schedules of 
rates and charges, effective as to all bills regularly rendered after November 
1, 1942, reflecting such reduction in rates and charges, and on and after the 
effective date of said new rate schedules to cease and desist from making, 
demanding, or receiving rates and charges which do not reflect the reduction 
ordered ; 

(j) On November 18, 1942, Panhandle and its subsidiaries filed a petition 
for review of the Commission’s order of September 23, 1942, in the United 
States Circuit Court of Appeals for the Eighth Circuit, in Case No. 12,466, 
and upon application of Panhandle, the Court, on December 7, 1942, entered 
an order staying the Commission’s order of September 23, 1942, which stay 
provides, among other things, that: 

“The monthly difference between payments to petitioners (Panhandle and its 
subsidiaries) under existing rates or arrangements and those required under 
the order of the Commission shall be promptly paid over to John G. Hughes 
of Kansas City, Missouri, as the custodian of this Court, not later than the 
twenty-fifth of the succeeding month, to be held by him for the benefit of the 
ultimate consumers or of petitioners as in this litigation may be determined 
entitled thereto.” 

(k) By letter of June 10, 1944, Panhandle advised the Commission that 
the basis and method used in computing the deposits made with the custodian 
of the Court of Appeals is to apply 32.8% to the total amount of monthly in- 
voices for gas delivered for resale, reduced by the amount of billing for “in- 
voluntary deliveries” to The Ohio Fuel Gas Company made pursuant to direc- 
tives of the War Production Board, and further stated that: “No attempt has 
been made to calculate the amount of refund to which each customer would 
be entitled if the Commission’s order is affirmed, since such amount will, 
necessarily, depend upon the reduced rate filed thereafter for each customer 
and approved by the Commission.” 

(l) On June 6, 1944, the Court of Appeals entered its opinion and judgment 
affirming the Commission’s order and retained jurisdiction over the funds im- 
pounded with the custodian of the Court pending final determination of the 
ease. On July 28, 1944, Panhandle filed a petition for a writ of certiorari in 
the Supreme Court of the United States. On November 13, 1944, a limited 
writ of certiorari was granted, and by order entered January 3, 1945, the 
scope of the review was enlarged. Thereafter, on January 29, 1945, the 
cause was argued by counsel and submitted to the Supreme Court, and such 
matter is now pending and remains undisposed of by said Court; 

(m) On September 11, 1943, the War Production Board and the Federal 
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Power Commission executed an agreement to govern the relations between 
their respective agencies in handling matters concerning natural-gas supplies 
and requirements during the War. Such agreement reduced to writing the pro- 
cedures which had been followed by the two agencies for more than a year 
prior thereto in the administration of the wartime natural-gas program, and 
defined in detail the respective responsibilities of the two agencies “for the 
purpose of securing maximum efficiency in the conduct of the war as related 
to the transportation and utilization of natural gas.” By its terms, the agree- 
ment provides that: 

“The Federal Power Commission will in the public interest continue to ex- 
ercise its full statutory powers as set forth in the Natural Gas Act, and 
amendments thereto, the principal of which are as follows: 

“* * * §(2) The fixing of rates for the transportation and sale of natural 
gas in interstate commerce; and the control of the importation and exporta- 
tion of natural gas.” 

The Commission finds that: 

(1) The gas delivered by Panhandle to Ohio Fuel originates in the Pan- 
handle field of Texas and the Hugoton field of Kansas and Oklahoma, and 
is sold in interstate commerce to Ohio Fuel for resale for ultimate public con- 
sumption in Ohio. Therefore, Panhandle’s proposed rate schedules FPC No. 
97, FPC No. 99, supplement No. 1 to FPC No. 99 and supplement No. 2 to 
FPC No. 99 are rate schedules for the transportation and sale of natural 
gas subject to the jurisdiction of the Commission under the Natural Gas Act; 

(2) Since the Commission is enjoined by the stay order of the United States 
Circuit Court of Appeals for the Eighth Circuit, entered December 7, 1942, 
from enforcing its outstanding interim order reducing Panhandle’s rates, 
which interim order applies to all interstate-wholesale sales of Panhandle in- 
eluding all sales made to Ohio Fuel for which bills were rendered after No- 
vember 1, 1942, it is appropriate in the public interest to allow Panhandle 
rate schedules FPC No. 97, FPC No. 99, supplement No. 1 to FPC No. 99 and 
supplement No. 2 to FPC No. 99 to take effect as of January 26, 1944, April 
1, 1944, December 1, 1944, and January 1, 1945, respectively, as hereinafter 
ordered, -conditioned, however, upon Panhandle paying to the custodian of 
such Court, under the Court’s stay order of December 7, 1942, the difference 
between payments to Panhandle under said rates schedules and those required 
to be paid under the Commission’s interim order entered September 23, 1942, 
in docket Nos, G—200'and G—207 ; 

The Commission orders that: 

(A) Panhandle Eastern Pipe Line Company rate schedules FPC No. 97, 
FPC No. 99, supplement No. 1 to FPC No. 99 and supplement No. 2 to FPC 
No. 99 be and they hereby are allowed to take effect as of January 26, 1944, 
April 1, 1944, December 1, 1944, and January 1, 1945, respectively, condi- 
tioned, however, upon Panhandle paying to the custodian of the United States 
Circuit Court of Appeals for the Eighth Circuit, under the Court’s stay order 
of December 7, 1942, the difference between payments to Panhandle under said 
rate schedules and those required to be paid under the Commission’s interim 
order entered September 23, 1942, in docket Nos. G—200 and G-—207; 

(B) Such rate schedules shall be deemed to have been filed and published 
in compliance with the Natural Gas Act; 

(C) Nothing contained in this order shall be construed as a waiver of the 
requirements of section 7 of the Natural Gas Act, as amended; nor shall it 
be construed as constituting approval by this Commission of any service, rate, 
charge, classification, or any rule, regulation or practice affecting such service 
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or rate provided for in the above-designated rate schedules; nor shall this 
order be deemed as recognition of any claimed contractual right or obligation 
associated with such rate schedules ; 

(D) Nothing contained in this order shall be construed as in any manner 
changing or affecting the Commission’s opinion and order reducing rates en- 
tered September 23, 1942, in docket Nos, G-200 and G—207, supra, or in any 
manner relieving Panhandle from filing new rate schedules reflecting the re- 
duction in rates in conformity therewith ; 

(E) This order is without prejudice to any findings or orders which may 
be made by the Commission in any proceedings now pending, or hereafter in- 
stituted, by or against Panhandle or Ohio Fuel. 


Order authorizing and approving acquisition of securities, 
merger of facilities, and the issuance of securities 


Missouri Public Service Corporation and City Light & Traction Company 
(Docket Nos. IT-5929, IT-5934) 
February 13, 1945 


Missouri Public Service Corporation (hereinafter referred to as “Public 
Service”) and City Light & Traction Company (hereinafter referred to as 
“Light & Traction”) on December 5, 1944, filed a joint application (docket No. 
IT-5929), which was amended on January 27, 1945, for an order pursuant to 
section 203 of the Federal Power Act authorizing the acquisition of certain 
securities of Light & Traction by Public Service and the consolidation of the 
electric facilities of Light & Traction with those of Public Service; and on 
January 27, 1945, Public Service filed an application (docket No. IT-5934) 
for an order pursuant to section 204 of the Act for authority to issue $1,200,- 
000 principal amount, 344%, 25-year first mortgage bonds, and $620,000 prin- 
cipal amount 314%, 10-year serial debentures ; 

It appears to the Commission from the applications, amendments thereto, 
a letter from Public Service dated January 10, 1945, original cost and re- 
classification studies heretofore filed by Light & Traction, and annual re- 
ports (FPC Form No. 1) and power system statements (FPC Form No. 64) 
heretofore filed by the applicants, that: 

(a) Public Service proposes to acquire by purchase from Cities Service 
Power & Light Company, under a contract dated May 20, 1944 (a copy of which 
is set forth as Exhibit L to the application in Docket No. IT-5929), all of the 
outstanding common stock of Light & Traction for a base consideration of 
$1,257,000. In addition Cities Service Power & Light Company has agreed that 
on the closing date it will make a contribution of capital to Light & Traction 
by surrendering for cancellation Light & Traction’s 6% demand notes in the 
principal amount of $1,257,587. After the acquisition of the common stock, 
Public Service proposes to cause the liquidation of Light & Traction and to 
acquire all of its electric utility and other property and to assume its liabili- 
ties ; 

(b) There are no intercorporate relationships, through holding companies or 
ownership of securities, between Public Service and Light & Traction. Public 
Service is neither a registered holding company nor a subsidiary of one. Light 
& Traction is a wholly-owned subsidiary of Cities Service Power & Light Com- 
pany. The electric generation, transmission and distribution facilities presently 
owned by Light & Traction are located in Sedalia, Missouri, and vicinity. The 
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service areas of Public Service and Light & Traction are contiguous and upon 
acquisition of the Light & Traction properties Public Service proposes to inter- 
connect the two systems ; . 

(c) In order to obtain, in part, funds for the acquisition of the electric fa- 
cilities and properties of Light & Traction, including funds for the purchase of 
that company’s capital stock, funds for the retirement of Light & Traction’s 5% 
bonds outstanding in the hands of the public, and funds to defray costs incident 
to such transactions, Public Service proposes to issue and sell $1,200,000 prin- 
cipal amount, 344%, 25-year first mortgage bonds, and $620,000 principal 
amount, 344%, 10-year serial debentures. Public Service proposes to sell these 
bonds and serial debentures to Massachusetts Mutual Life Insurance Company 
at the principal amount thereof plus accrued interest. The expenses incident 
to the issuance of the proposed bonds and serial debentures are estimated at 
$12,000 ; 

(d) The joint application (docket No. IT-5929) states that it is considered 
by the operating officers of both Public Service and Light & Traction that the 
interconnection of the two systems will result in more economical operation and 
improvement of service to customers ; 

(e) The acquisition of properties by the transactions referred to in (a), 
above, will entail an acquisition adjustment, which on the basis of informa- 
tion submitted with the joint application will amount to $373,385.52. Public 
Service proposes to dispose of this amount by amortizing it over a period of 
15 years by charges to income, reserving, however, the right to adjust this figure 
after it has had an opportunity to examine the procedures followed in the de- 
termination of original cost studies of Light & Traction, and also to further ad- 
just this figure by any amounts which will be disclosed through the determina- 
tion of original cost of utility plant of Public Service; 

(f) Public Service proposes to amortize over a period of eight years to 
1952, the call premium on the bonds of Light & Traction which are to be 
redeemed. This proposal is subject to the requirements of balance sheet ac- 
counts instruction 6-E of the Commission’s Uniform System of Accounts; 

(g) Written notice of the aforesaid applications has been duly given to the 
Missouri Public Service Commission, State Corporation Commission of Kansas, 
and the Governor of each of those States. Notice of the application in docket 
Ne, IT-5929 was published in the Federal Register on December 9, 1944, stat- 
ing that any person desiring to be heard or to make any protest with reference 
thereto should file a petition or protest on or before December 23, 1944; and 
notice of the application in docket No. IT-5934 was published in the Federal 
Register on January 30, 1945, stating that any person desiring to be heard or 
to make any protest with reference thereto should file a petition or protest on 
or before February 6,. 1945. No protest or petition or request to be heard in 
opposition to the granting of either application has been received ; 

(h) The Missouri Public Service Commission has indicated that it is in 
general accord with the proposed transactions and the accounting treatment 
provided for herein ; 

The Commission, having considered the applications, exhibits, and materials 
above referred to, finds that: 

(1) Public Service is a corporation organized and existing under and by 
virtue of the laws of the State of Delaware, having its principal place of busi- 
ness in Warrensburg, Missouri, and is engaged in the business of generating, 
purchasing, transmitting and distributing electric energy in the State of Mis- 


10f this amount, $258,774.99 is presently carried on the books of Light & Traction in 
Account 100.5, electric plant acquisition adjustments. 
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souri. It owns and operates facilities, among others, for the transmission and 
sale at wholesale of electric energy-generated in the State of Kansas, trans- 
mitted therefrom and consumed in the State of Missouri by persons other 
than the transmitter thereof. Such facilities are facilities for the transmission 
and sale at wholesale of electric energy in interstate commerce, and Public 
Service is therefore a public utility within the meaning of that term as used 
in sections 203 and 204 of the Federal Power Act; 

(2) By the proposed acquisition of securities and facilities, Public Service 
will, directly or indirectly, merge or consolidate its facilities subject to the 
jurisdiction of this Commission with the electric facilities proposed to be ac- 
quired from Light & Traction. Such acquisition of securities and merger or 
consolidation are subject to the requirements of section 208 of the Federal 
Power Act; 

(3) The proposed acquisition of securities and merger or consolidation of 
facilities will tend to the advancement of the integration of the facilities in- 
volved, improvement of service, and, as hereinafter authorized, will be con- 
sistent with the public interest ; 

(4) The issues of bonds and serial notes as described in paragraph (c), 
above, are issues of securities within the meaning and subject to the require- 
ments of section 204 of the Federal Power Act; 

(5) Public Service is not organized and operating in a state under the laws 
of which its security issues are regulated by a state commission within the 
meaning of section 204(f) of the Federal Power Act, and the issues are, there- 
for, not exempt by virtue of that section from the requirements of section 204 
of the Act; 


(6) The issuance of the bonds and serial debentures will not result in the 


capitalization of the right to be a corporation or of any franchise, permit, or 
contract for consolidation, merger, or lease in excess of the amount (exclusive 
of any tax or annual charge) actually paid as the consideration for such 
right, franchise, permit or contract ; 

(7) No underwriter’s or finder’s fees are to be paid in connection with the 
proposed security issues ; 


(8) The proposed issues of securities will be for a lawful object within the 
corporate purposes of Public Service and compatible with the public interest, 
which is appropriate for and consistent with the proper performance by it of 
service as a public utility and which will not impair its ability to perform 
that service, and is reasonably appropriate for such purposes ; 

The Commission orders that: 

(A) The proposed acquisition of securities by Public Service and the pro- 
posed merger or consolidation of facilities as described in the joint application 
in docket No. IT-5929, be and the same hereby are authorized and approved 
on the terms and conditions set forth in the application, subject to the pro- 
visions of this order ; 

(B) The proposed issuance of $1,200,000 principal amount, 344%, 25-year 
first mortgage bonds, and $620,000 principal amount, 344%, 10-year serial 
debentures, upon the terms and conditions and for the purposes specified in 
the application in Docket No. IT-5934, be and the same hereby is authorized 
and approved, subject to the provisions of this order; 

(C) The foregoing authorizations are without prejudice to the authority 
of this Commission or any other regulatory body with respect to rates, ser- 
vice, accounts, valuations, estimates, or determinations of cost, or any other 
matter whatsoever which may come before this Commission or such other 
regulatory body, and nothing in this order shall be construed by this Com- 
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mission in any estimate or determination of cost or any valuation of 
property claimed or asserted ; 

(D) Public Service shall amortize and dispose of the electric plant acquisi- 
tion adjustment of $373,385.52, subject to proper adjustments, arising in con- 
nection with the proposed acquisition by equal annual charges to Account 
537, miscellaneous amortization, over a 15-year period from the date of 
consummation of the transaction ; . 

(E) Nothing herein shall be deemed to waive the requirements of balance 
sheet accounts instruction 6-E with respect to the disposition of the call 
premium to be paid upon the redemption of the outstanding 5% bonds of 
Light & Traction; 

(F) These. authorizations shall expire unless the transactions hereby au- 
thorized are consummated within 60 days after the date of this order; 

(G) Public Service shall report within 10 days of the consummation of 
the proposed merger or consolidation of facilities as required by the Com- 
mission’s Rules of Practice and Regulations, and shall file within six months 
of the date of the consummation of the merger the following accounting in- 
formation: (1) Balance sheet, containing columns (a) “Before Transaction,” 
(b) “Entries to Record Transaction,” and (c) “After Transaction”; (2) 
copies of journal entries recording acquisition, merger or consolidation; and 
(3) proposed journal entries to clear Account 391, electric plant purchased, 
as required by electric plant accounts instruction 4 and Account 391 of the 
Uniform System of Accounts ; . 

(H) Public Service shall report with reference to the issues of securities 
hereby authorized and approved as required by the Commission’s Rules of 
Practice and Regulations. 


Order fixing date and place of hearing 
Natural Gas Investigation 
(Docket No. G-—580) 
February 14, 1945 


It appearing to the Commission that: 

(1) On September 22, 1944, supra, p. 725, the Commission adopted an order 
instituting an investigation into the extent and probable life of natural gas 
reserves; present and prospective measures for preventing waste and prolong- 
ing the life of such reserves; the present and probable future utilization of 
natural gas for domestic, commercial and industrial purposes; the extent, 
character and results of the competition of natural gas with other fuels; and 
such related matters as may be helpful in the administration of the Natural 
Gas Act or in determining what additional legislation, if any, should be 
recommended ; 

(2) In accordance with paragraph (C) of the Commission's order of Sep- 
tember 22, 1944, a copy of such order was published in the Federal Register 
and sent to the Governors and regulatory and conservation commissions of 
each of the States, the Interstate Oil Compact Commission, each natural gas 
company, the coal, railroad and labor organizations, and other interested 
parties, and such persons were invited to file with the Commission state- 
ments of their views and suggestions concerning the matters to be covered in 
the investigation and the procedure to be followed ; 

(3) An analysis of such responses and informal conferences with repre- 
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sentatives of the groups principally interested, indicate that it is advisable to 
hold public hearings in the principal gas producing regions in order to pro- 
vide greater opportunity for participation in such hearings with a minimum 
of travel ; 

(4) The conservation authorities of several States have in preparation 
statistical and other information which they desire to submit in the investiga- 
tion but which is not yet ready for presentation ; 

The Commission finds that: 

It is appropriate in the public interest that public hearings be held in the 
principal gas producing regions during the months of May and June, 1945, in 
the investigation instituted by the Commission’s order of September 22, 1944, 
and that notice thereof be given at this time so that public agencies and other 
interested parties may have adequate time within which to prepare such 
evidence as they may desire to present ; 

The Commission orders that: 

(A) A public hearing be held in the above matter beginning at 10:30 a.m. 
on May 1, 1945, in Kansas City, Missouri, at a place to be hereafter desig- 
nated ; 

(B) The time and place of other public hearings will be fixed by subsequent 
order of the Commission ; 

(C) All persons desiring to participate in such hearings sha!) file with 
the Commission at least 30 days before the date set for the hearing at which 
they desire to appear a written request, containing a brief synopsis of the 
evidence they desire to present ; 

(D) The hearings shall be conducted in accordance with such procedures 
and under such rules as the Commission may hereafter prescribe ; 

(E) A copy of this order be published in the Federal Register and sent to 
the Governors and regulatory and conservation commissions of each of the 
States, the Interstate Oil Compact Commission, each natural gas company, 
the coal, railroad and labor organizations, and other interested parties, in- 
cluding all those to whom a copy of the Commission’s order of September 22, 
1944, was furnished. 


Order granting partial eremption from payment of annual charges 
City of Pasadena, California 
(Project No. 1250) 
February 20, 1945 


Upon application filed January 30, 1945, by City of Pasadena, California, 
licensee for project No. 1250, for partial exemption from payment of annual 
charges for the year ended December 31, 1944, pursuant to the terms of 
section 10(e) of the Federal Power Act and the regulations of the Commission 
thereunder, on the ground that part of the power develeped by the project 
was used for State or municipal purposes ; and 

The Commission, having considered the application and the record thereon, 
finds that: 

(1) The licensee is a municipality within the definition of section 3(7) of 
the Federal Power Act, and is entitled to claim exemption from payment of 
annual charges under section 10(e) of the Act; 

(2) The licensee has submitted satisfactory evidence that 45.0387 per cent 
of the power generated by the licensed project during the year ended De- 
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cember 31, 1944, was used by it for municipal purposes, and 6.6664 per cent 
was sold to Metropolitan Water District, and used for municipal purposes, 
making a total of 51.7051 per cent used for municipal purposes; arid 

It is ordered that: 

The licensee be and it is hereby exempted from liability under the license 
for project No. 1250 for payment of 51.7051 per cent of the annual charges 
for the year ended December 31, 1944, or $221.57, leaving a balance of $206.95 
now due, payment of which shall be made within 30 days from the date of 
receipt by the licensee of a copy of this order. 


Order authorizing issuance of license (major) and dismissing 
application for preliminary permit 


City of Ketchikan, Alaska 
(Project No. 1922) 
February 22, 1945 


Upon application filed November 3, 1944, by City of Ketchikan, Alaska, for 
a license for the construction, operation, and maintenance of a major project 
(known as the Beaver Falls project) located on Beaver Falls Creek, near 
the City of Ketchikan, in the First Judicial Division, Alaska, and affecting 
public lands and lands of the United States within the Tongass National 
Forest, which application supersedes an application filed September 7, 1944, 
for a preliminary permit for the project; and 

It appearing that: 

(a) The proposed project consists of— 

(i) An initial development consisting of a 5-foot by 7-foot tunnel about 995 
feet long between Upper and Lower Silvis Lakes tapping Upper Silvis Lake 
about 67 feet below the surface (making available economic storage capacity 
of about 20,000 acre-feet); a diversion dam about 40 feet long and about 
3 feet high, with intake on Beaver Falls Creek about 4,600 feet above its 
mouth; a 28-inch diameter steel pipe line about 4,300 feet long; a power house 
and associated substation near the mouth of the creek on the shore of George 
Inlet with installation of 4,800 horsepower in two units of equal size, one of 
which is to be used as a standby; and a 33,000-volt transmission line extending 
from the power house substation for a distance of about 11.1 miles, to a sub- 
station located at the applicant’s existing power plant in Ketchikan (project 
No. 420) ; 

(ii) An ultimate development consisting of the addition of the following 
project works as the load demand increasés: A dam across the outlet of 
Lower Silvis Lake to be used as a forebay reservoir, extension of the pipe 
line from the diversion dam to the outlet of Lower Silvis Lake, a second pipe 
line from the plant to the dam at the outlet of Lower Silvis Lake so that 
both units can be operated simultaneously, and a pipe line from the outlet of 
the tunnel from Upper Silvis Lake to another power house with installation 
of about 1,500 horsepower to be located on the shore of Lower Silvis Lake; 
and occupies about 66 acres of lands of the United States within the Tongass 
National Forest, exclusive of about 6.27 miles of 100-foot transmission-line 
right-of-way on lands of the United States within the Tongass National Forest 
and about 1.75 miles on public lands of the United States in the First Judicial 
Division, Alaska ; 

(b) By letter dated November 11, 1944, the Commission requested the 





. 


APPENDIX—ORDERS 861 


Chief, Forest Service, to advise applicant that construction of the project 
works in advance of the issuance of-the license, at applicant's risk, would not 
prejudice consideration by the Commission of an application for license there- 
for, if such construction had the approval of the Forest Service ; 

(c) The Chief, Forest Service, under authority delegated by and acting for 
the Secretary of Agriculture, who has supervision over the Tongass National 
Forest, has reported favorably on the application as hereinafter provided ; 

(d) The Assistant Secretary of the Interior, acting for the Secretary of 
the Interior, has reported favorably on the application ; 

The Commission, having considered the application and the record thereon, 
finds that: 

(1) Inasmuch as the September 7, 1944, application for preliminary permit 
for the proposed project has been superseded by the application for license, 
the application for preliminary permit should be dismissed ; 

(2) The applicant is a municipality organized under the laws of the Terri- 
tory of Alaska and has submitted satisfactory evidence of compliance with the 
requirements of all applicable Territorial laws insofar as necessary to effect 
the purposes of a license for the project ; 

(3) No other application for the use of the aforesaid lands or in conflict 
therewith is before the Commission ; r 

(4) The operation of the proposed project will affect the water supply for 
minor project No. 206, and provision should be made in any license issued for 
the proposed project to assure the licensee for project No. 206 of the amount of 
power and water provided for in the license for said project ; 

(5) The project does not affect any Government dam, nor will the issuance 
of a license therefor as hereinafter provided, affect the development of any 
water power resources for public purposes which should be undertaken by 
the United States itself ; 

(6) The issuance of a license as hereinafter provided will not interfere or 
be inconsistent with the purposes for which the Tongass National Forest was 
created or acquired, nor with any reservation or withdrawal of public lands 
of the United States; 

(7) Under present circumstances and conditions, and upon the terms here- 
inafter imposed, the project is best adapted to a comprehensive plan for the 
improvement and utilization of water power development and for other 
beneficial public uses, including recreational purposes ; 

(8) The horsepower capacity hereinafter authorized to be installed in the 
project is 6,300 horsepower and the energy generated thereby will be used, to 
supplement the present plant (project No. 420) in meeting the increased power 
demands occasioned by continuing and increasing civilian and Government 
needs ; 

(9) The amount of annual charges to be paid under the license for the 
purpose of reimbursing the United States for the costs of administration of 
Part I of the Federal Power Act, and for recompensing it for the use, occu- 
pancy, and enjoyment of its lands, including the transmission-line right-of- 
way, is reasonable as hereinafter fixed ; 

(10) In accordance with section 10(d) of the Act, the rate of return upon 
the net investment in the project and the proportion of surplus earnings to 
be paid into and held in amortization reserves are reasonable as hereinafter 
specified ; 

(11) Although the maps, plans, and specifications filed as part of the ap- 
plication are useful for preliminary purposes, they are incomplete and do not 
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conform to the Commission’s Rules of Practice and Regulations and exhibits 
should be filed as hereinafter provided ; 

It is ordered that: 

(A) The September 7, 1944, application for preliminary permit for the 
proposed project be and it is hereby dismissed ; 

(B) A license be issued to the applicant for a period of 50 years for the 
construction, operation, and maintenance of the project on the aforesaid lands 
of the United States, subject to the provisions of the Act and the rules and 
regulations of the Commission thereunder ; 

(C) The license contain the usual conditions and provisions for licenses 
for such projects on such lands and the following special provisions: 

(i) The licensee shall release at its diversion dam on Beaver Falls Creek 
or through the dam at the outlet of Lower Silvis Lake, sufficient water to 
provide for the natural flow of the stream, not exceeding 10 cubic feet per 
second, at the present diversion dam of the licensee for project No. 206; pro- 
vided, that should the Commission so elect, at some future time, the licensee 
may be required, in lieu of releasing sufficient water as outlined above, to 
furnish the licensee for project No. 206 free of charge at its present plant, 
ninety (90) continuous electrical horsepower or such part thereof ‘and at such 
‘times as the licensee for Project No. 206 may demand and in addition, to 
release at its diversion dam on Beaver Falls Creek or through the dam, at the 
outlet of Lower Silvis Lake, sufficient water to provide one-half (%4) cubic 
foot per second of water at the present diversion dam of the licensee for 
project No. 206; 

(ii) The licensee shall, subject to such changes as war conditions may re- 
quire, commence construction of the initial development within one (1) year 
from the date of issuance of license, shall thereafter prosecute such construc- 
tion in good faith and with due diligence, and shall complete the same within 
two (2) years after said date. Furthermore, the licensee shall from time to 
time thereafter construct such portion of the balance of such development as 
the Commission may direct, so as to supply adequately the reasonable market 
demands until such development shall have been completed ; 

(D) The license provide that, after the first 20 years of operation of the 
project under the license, six (6) per cent per annum shall be the specified 
rate of return on the net investment in the project for determining surplus 
earnings in accordance with the provisions of section 10(d) of the Act, for 
the establishment and maintenance of amortization reserves to be held until 
the termination of the license, or in the discretion of the Commission to be 
applied from time to time in reduction of the net investment in the project, 
and one-half of all surplus earnings in excess of six (6) per cent per annum 
received in any calendar year shall be paid into and held in such amortiza- 
tion reserves ; 

(E) Subject to the provisions of section 10(e) of the Act and the rules and 
regulations of the Commission, the licensee shall pay to the United States the 
following annual charges: 

(i) For the purpose of reimbursing the United States for the costs of ad- 
ministration of Part I of the Act, one (1) cent per horsepower on the capacity 
(6,300 horsepower) authorized to be installed, plus two and one-half (2%4) 
eents per 1,000 kilowatt-hours of gross energy generated by the project during 
the fiscal year ended June 30 of the calendar year for which the charge is made; 

(ii) For the purpose of recompensing the United States for the use, oc- 
cupancy, and enjoyment of its lands, excluding those used for transmission- 
line right-of-way, $132; and 
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(iii) For the purpose of recompensing the United States for the use, oc- 
cupancy, and enjoyment of its lands used for transmission-line right-of-way 
only, $64.16; 

(F) Within sixty (60) days from the date of issuance of the license, the 
licensee shall file Exhibits J, K, L, M, and F for the entire project in accord- 
ance with the Commission’s Rules of Practice and Regulations. 


Order approving and directing disposition of amounts classified as 
plant acquisition adjustments and plant adjustments 
f 


New Jersey Power & Light Company 
March 2, 1945 


It appearing to the Commission that: 

(a) On February 1, 1945, New Jersey Power & Light Company (hereinafter 
referred to as “applicant”) filed revised reclassification and original cost studies 
of its electric plant accounts as of February 29, 1944, pursuant.to the require- 
ments of electric plant accounts instruction 2-D of the Commission’s Uniform 
System of Accounts Prescribed for Public Utilities and Licensees, and the 
Commission’s order of May 11, 1937, relating thereto; 

(b) Prior thereto applicant, on July 1, 1940, filed reclassification and original 
cost studies of its electric plant as of December 31, 1937, which studies were 
deficient; several extensions of time were granted in which to file revised 
studies and on March 17, 1944, partial revisions of such studies were filed; 
thereafter a field examination of such studies was made by the staff of this 
Commission in collaboration with the staff of the Board of Public Utility Com- 
missioners of New Jersey, and conferences between the applicant and staffs 
of the two Commissions were held relative to proposed staff adjustments which 
resulted in the filing of the present revised studies ; 

(c) Applicant, in its present studies, has classified as representing excess 
of purchase cost over original cost of utility plant $747,635.02, of which $687,- 
547.19 is classified in Account 100.5, electric plant acquisition adjustments, and 
$60,087.83 in Account 100.5, gas plant acquisition adjustments ; 

(d) Applicant, in its revised studies, has classified $2,699,932.13 as plant 
adjustments, of which $2,491,525.85 is classified in Account 107, electric plant 
adjustments, and $208,406.28 in Account 107, gas plant adjustments, details of 
which amounts are as follows: 


Account 107, electric plant adjustments 
Write-up reflected in plant account through recording appraisals_ $1,584,572.91 
Profit in engineering and supervision fees paid associated com- 

CN cc errant meetin apie pe eee seg alcignin hie eames stipe 612,847.39 
Adjustment of interest during construction 154,018.89 
Adjustment of purchasing fee 30,342.28 
Capital stock expense —.-_--_..--.------- ash ed a 8 202,191.11 
Bond discount 561.01 
Operating and maintenance expenses erroneously capitalized ___- 31,703.77 
Net adjustment of recorded retirements, unrecorded retirements 

and miscellaneous erroneous credits to plant (124,711.51) 


°2,491,525.85 
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Account 107, gas plant adjustments 
Write-up reflected in plant account through recording appraisals_ $93,469.88 
Adjustments of engineering and supervision fees, interest during 
construction, and miscellaneous items 12,237.30 
Excess of recorded cost over actual cost of acquired properties__ 128,859.97 
Net adjustment of recorded and unrecorded retirements (26,160.87) 


208,406.28 


(e) On March 28, 1944, the Commission issued an order (docket No. IT-5883) 
supra, p. 553, authorizing applicant to transfer not to exceed $1,350,000 from its 
reserve for depreciation of electric plant as of December 31, 1943, to a special 
reserve to be designated Account 258.3, reserve for amounts in excess of original 
cost of electric utility plant. It was further specified that this account should 
not be used except pursuant to prior order of this Commission ; 

(f) Applicant proposes to dispose of the amounts totalling $3,447,567.15, 
described in paragraphs (c) and (d) as follows: 


To Account 258.3, reserve for amounts in excess of original cost 

of electric utility plant $1,350,000.00 
To Account 258.4, reserve for amounts in excess of original cost 

of electric and gas plants 
To Account 270, capital surplus 447,567.15 


~ 8,447,567.15 


(g) Certain amounts classified by applicant as plant acquisition adjustments 
may properly be classified as plant adjustments, but inasmuch as the disposi- 
tion proposed is the same for each classification, there is no occasion to re- 
quire applicant to reclassify these amounts; 

(h) The Board of Public Utility Commissioners of New Jersey has advised 
that it is taking similar action to that herein ordered ; 

The Commission finds that: 

The disposition of $3,447,567.15 in the manner described in paragraph (f/f), 
above, is reasonable and appropriate for the purpose of the Federal Power Act; 

The Commission orders that: 

(A) Applicant dispose of the $3,447,567.15 in the manner described in para- 
graph (f), above; 

(B) Applicant submit within 30 days of the date of this order certified 
copies of the entries effectuating compliance with the requirements of para- 
graph (A) of this order; 

(C) The provisions of this order are not to be construed as dispensing with 
the necessity for full compliance with the Public Utility Holding Company 
Act of 1935 and the rules, regulations and orders issued by the Securities and 
Exchange Commission. 


Order adding party 
Tennessee Gas and Transmission Company 
(Docket No. G-621) 
March 9, 1945 


It appears to the Commission that: 
(a) On February 10, 1945, Tennessee Gas and Transmission Company (here- 
inafter called “Tennessee Company”) filed an application which was amended 


1The reserve of $1,650,000 was created through an appropriation of earned surplus. 
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February 16, 1945, seeking a certificate of public convenience and necessity 
under section 7 of the Natural Gas Act, as amended, to authorize it to: 

(1) Construct and operate approximately 95 miles of 16-inch pipe line ex- 
tending from the San Salvador Field in Hidalgo County, Texas, in a general 
northeasterly direction to a point of connection with the southern terminus of 
applicant’s main transmission pipe line in Nueces County, Texas, and a de- 
hydration plant to be operated in conjunction with such line; 

(2) Operate, under a proposed lease agreement with Defense Plant Corpo- 
ration, four additional compressor stations of 8,000 horsepower each (Numbers 
7, 9, 11, and 18) to be located, respectively, in Washington County, Mississippi, 
Hardeman County, Tennessee, Robertson County, Tennessee, and Montgomery 
County, Kentucky ; 

(b) On March 2, 1945, the Commission entered an order fixing date of public 
hearing in this proceeding to be held commencing on March 21, 1945, at 10 
a. m. (E.W.T.) in the Hearing Room of the Federal Power Commission, 1800 
Pennsylvania Avenue, N. W., Washington D. C., respecting the matters involved 
and the issues presented in this proceeding ; 

(c) On March 5, 1945, Defense Plant Corporation filed a letter with the 
Commission, dated March 5, 1945, stating, among other things, that such cor- 
poration will construct the compressor stations described in paragraph (a) 
(2) above, and make the same available to the Tennessee Company for opera- 
tion by the latter, subject to terms to be agreed upon, and requesting the Com- 
mission to take “such action as may be necessary on that portion of The Ten- 
nessee Gas and Transmission Company's application which relates to the fa- 
cilities to be constructed by Defense Plant Corporation” : 

The Commission jinds that: 


In the circumstances, it is necessary and appropriate in the publie interest 
that Defense Plant Corporation be made a party in this proceeding; 
The Commission orders that: 


Defense Plant Corporation be and it hereby is made a party in this pro- 
ceeding. 


Order issuing certificate of public convenience and necessity 
Consolidated Gas Utilities Corporation 
(Docket Nos. G-—560, G—562, G-605, G-613) 
March 9, 1945 


It appears to the Commission that: 

(a) Consolidated Gas Utilities Corporation (applicant) has filed with the 
Commission applications requesting certificates of public convenience and neces- 
sity pursuant to section 7(c) of the Natural Gas Act, as amended, as follows: 

(1) Application filed July 28, 1944, in docket No. G—560 for authority to 
construct and operate an additional 400 horsepower compressor unit and ap- 
purtenant facilities at applicant’s Pitsch compressor station located in Wheeler 
County, Texas; 

(2) Application filed July 31, 1944, in decket No. G—562 for authorization 
to construct and operate approximately 2.5 miles of 6%-inch O. D. natural gas 
pipe line in Cowley County, Kansas, extending from a point in Sec. 29, T. 34 
S., R. 3 E., in a general northerly direction to a point of connection in Sec. 
17, T. 34. S., R. 3 E., with applicant’s existing 6-inch Winfield, Kansas, branch 
line of its Wheeler County, Texas-Lyons, Kansas, pipeline system, and other 
appurtenant equipment for the transportation of natural gas; 
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(3) Application filed December 13, 1944, in docket No. G—605 for authoriza- 
tion to construct and operate approximately 14,550 feet of 7-inch O. D. natural 
gas pipe line in Cowley County, Kansas, interconnecting applicant’s isolated 
pipeline system located north and east of the City of Winfield, Kansas, to 
applicant’s main pipeline system extending from Wheeler County, Texas, to 
Lyons, Kansas; 

(4) Application filed January 6, 1945, in docket No. G-613 for authorization 
to construct and operate approximately 23,800 feet of 65-inch O. D. and 2,800 
feet of 414-inch O. D. natural gas pipe line extending from points in Sec. 10, 
T. 35 S., R. 2 E., Sumner County, Kansas, in a general northeasterly direction 
to a point of connection near the southern terminus of applicant’s 65¢-inch 
O. D. line described in (2) above; and to construct and operate approximately 
1,000 feet of 4%4-inch O. D. natural gas pipeline extending from a point in Sec. 
29, T. 34 S., R. 3 E., Cowley County, Kansas, to a point of connection near 
the southern terminus of applicant’s 65¢-inch O. D. line described in (2), above, 
together with other appurtenant facilities required for the transportation of 
natural gas; 

(6b) Temporary authorizations to construct and operate the facilities re- 
ferred to in sub-paragraphs (1) and (2) of paragraph (@), above, were 
granted by the Commission on August 10, 1944, and temporary authorization 
to construct and operate the facilities referred to in sub-paragraph (3) of 
paragraph (a), above, was granted on December 18, 1944; 

(c) Pursuant to the Commission’s orders dated January 9 and January 18, 
1945, the proceedings in docket Nos. G-560, G-562, G-605 and G-—613 were con- 
solidated for purposes of hearing, and, after appropriate notice, a public hearing 
was held at Washington, D. C., on February 12, 1945. No protest or request 
to be heard with respect to the applications has been received ; 

(d) Applicant’s natural gas transmission facilities include, among others, 
a pipeline system extending from Wheeler County, Texas to Lyons, Kansas; 

(e) During the winter of 1943-44, applicant was obliged to make curtailments 
of natural-gas service to customers served by its transmission system referred 
to in paragraph (d) above. Included among such customers curtailed, were 
apartment houses, office buildings, power plants, hospitals and industrial con- 
cerns ; 

(f) The facilities referred to in paragraph (a), above, are required to aug- 
ment applicant’s present natural-gas supply and to. assure maintenance of 
adequate service to applicant’s existing customers ; 

(g) The Petroleum Administrator for War and the War Production Board 
have granted applicant the necessary authority to purchase and use the ma- 
terials required for the construction of the proposed facilities ; 

(h) Applicant’s gas supply is adequate to furnish the deliveries proposed 
to be made through the new facilities ; 

(i) Applicant is financially able to construct and operate the proposed 
facilities ; 

The Commission, having considered the applications and the record thereon 
with respect to the matters involved and the issues presented /finds that: 

(1) Applicant is a Delaware corporation haying its principal place of busi- 
ness in Oklahoma City, Oklahoma, and is a natural-gas company within the 
meaning of the Natural Gas Act as heretofore found by the Commission in its 
‘order adopted January 4, 1944, in docket No. G-365, supra, p. 477; 

(2) The facilities referred to in paragraph (a), above, as more fully de- 
scribed in the applications in these proceedings, include facilities which are 
“and will be used for the transportation and sale of natural gas subject to the 
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jurisdiction of the Commission, the proposed construction and operation of 
which are subject to the requirements of subsection (c) and (e) of section 7 
of the Natural Gas Act, as amended ; 

(3) Applicant is able and willing properly to do the acts and perform the 
service proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations of the Commission thereunder ; 

(4) The construction and operation of the proposed facilities, subject to the 
jurisdiction of the Commission, are and will be required by the present and: 
future public convenience and necessity and a certificate therefor should be 
issued as hereinafter ordered and conditioned ; 

The Commission orders that: 

(A) A certificate of public convenience and necessity be and it is hereby 
issued authorizing the proposed construction and operation by applicant of the 
facilities, subject to the Commission’s jurisdiction, included in paragraph (a), 
above, as more fully described in the applications, subject to the terms and 
conditions of this order ; 

(B) This certificate shall not be transferable and is without prejudice to the 
authority of this Commission or any other regulatory body with respect to 
rates, service, accounts, valuation, estimate or determination of cost, or any 
other matter whatsoever now pending or which may come before this Commis- 
sion or other regulatory body, and nothing herein shall be construed as an 
acquiescence by this Commission in any estimate or determination of cost or 
any valuation of property claimed or asserted ; 

(C) Nothing herein is to be construed as affecting in any manner the deter- 
mination of the service area of applicant under section 7(f) of the Natural 
Gas Act,’as amended ; 

(D) This certificate, insofar as it relates to the operation of facilities, shall 
be effective as long as applicant continues the operations hereby authorized 
in accordance with the provisions of the Natural Gas Act, as amended, and any 
pertinent rules, regulations, or orders heretofore or hereafter issued by the 
Commission ; 

(E) Appropriate evidence of the issuance of this certificate shall be fur- 
nished to applicant. 


Order authorizing amendment of license (major) 
City of Anchorage, Alaska 
(Project No. 350) 
March 14, 1945 


Upon applications filed March 25, 1941, March 16, 1942, and November 3, 
1943, by Anchorage Light and Power Company, Inc., then licensee of major 
project No. 350, for amendment of license, which applications have been adopted 
by City of Anchorage, Alaska, the present licensee for the project; and 

It appearing that: 

(a) The March 25, 1941, application covers the relocation of 7.066 miles of 
transmission line; 

(b) The March 16, 1942, application covers the construction of a dam at the 
outlet of Eklutna Lake consisting of an earth and rock fill weir about 350 
feet long and 6 feet high, section of gates about 101 feet long and 6.5 feet 
high and short earth fill section about 35 feet long ; 

(c) The November 3, 1943, application covers the reconstruction of the spill- 
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way apron of the Eklutna Lake Dam (the construction of which dam is 
covered by the March 16, 1942, application) and the installation of a second 
1,500-horsepower generating unit with appurtenant equipment in space provided 
for the second unit in the existing power house ; 

(d) Applicant states that the changes covered by the March 25, 1941, ap- 
plication were required by war conditions and those covered by the March 
16, 1942, and November 3, 1943, applications are improvements and additions 
to the project works and are desirable in the public interest ; 

(e) Only the March 25, 1941, application affects additional lands of the 
United States; 

(f) The effect of amending the license as hereinafter provided will be to 
increase the length of 100-foot right-of-way on lands of the United States from 
23.87 miles to 26.236 miles and adjust the project area ; 

(g) Exhibit K for the reservoir not having been filed, the area of lands of 
the United States affected by storage operation has been estimated to be about 
48 acres and it appears that 55 acres of lands of the United States with a 
small additional amount of patented land is sufficient for the diversion dam, 
tunnel, pen-stock, power house and tailrace, thus totaling 103 acres, which figure 
ean be adjusted when adequate project area maps are approved in the future; 

(h) The Assistant Secretary of War, acting for the Secretary of War, has 
reported favorably on the March 25, 1941, application ; 

(i) The Assistant Secretary of the Interior, acting for the Secretary of the 
Interior, has reported favorably on the March 25, 1941 application ; 

The Commission, having considered the applications and the project record, 
jinds that: 

(1) The license, further amended as hereinafter provided, will not alter 
any of the basic facts upon which the license was issued, nor require public 
notice ; 

(2) The amount of annual charges.now fixed in the license for the purpose 
of reimbursing the United States for the costs of administration of Part I 
of the Federal Power Act and for recompensing it for the use, occupancy, and 
enjoyment of its lands involved should be adjusted to conform to the schedule 
of charges specified in the rules and regulations of the Commission, and such 
adjusted annual charges are reasonable as hereinafter fixed ; 

(3) The capacity authorized to be installed in the project is 3,000 horse- 
power ; 

(4) The following exhibits conform to the Commission’s rules and regula- 
tions: 

Exhibit J, as revised (FPC No. 350-9) ; 

Exhibit K-1, as revised (FPC No. 350-10) ; 

Exhibit K-2, as revised (FPC No. 350-19), and superseding Exhibit K-2, as 
revised (FPC No. 350-18) ; 

Exhibits L-l-la, and L-1-2 (FPC Nos. 350-20 and 350-21, respectively), 
and superseding Exhibit L-1 (FPC No. 350-12) ; 

Exhibit L-4, as revised (FPC No. 350-15) ; 

Exhibit M-1, in 5 sheets; 


(5) No Exhibit K for the reservoir has been filed but applicant states 
that maps for a road and telephone line constructed in 1941 between the power 


house and Eklutna Storage Dam cannot be submitted at this time because 
of war conditions ; 


It is ordered that: 
(A) The license for major project No. 350 be further amended to provide 
for the aforesaid changes, namely, relocation of the transmission line, con- 
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struction and operation of the existing Eklutna Storage Dam with the recon- 
structed spillway apron, and installation of a second 1,500-horsepower generat- 
ing unit with appurtenant equipment ; 

(B) The amount of annual charges now provided in the license be adjusted 
so that Article 21 of the license shall read ; 

“Article 21. Subject to the provisions of Section 10(e) of the Federal Power 
Act and the rules and regulations of the Commission, the licensee shall pay to 
the United States the following annual charges: 

(i) For the purpose of reimbursing the United States for the costs of ad- 
‘ministration of Part 1 of the Act, one (1) cent per horsepower on the authorized 
installed capacity (3,000 horsepower), plus two and one-half (2%) cents per 
1,000 kilowatt-hours of gross energy generated by the project during the fiscal 
year ended June 30 of the calendar year for which the charge is made. A state- 
ment of the number of kilowatt-hours generated during each fiscal year, cer- 
tified under oath, shall be filed with the Commission on or before September 1 
following the end of the fiscal year ; 

(ii) For the purpose of recompensing the United States for the use, oc- 
cupancy, and enjoyment of its lands, excluding those used for transmission- 
line right-of-way, $206.00; 

(iii) For the purpose of recompensing the United States for the use, oc- 
cupancy, and enjoyment of its lands used for transmission-line right-of-way 
only, $209.89 ; 

(C) Exhibit K-2 (FPC No. 350-18) and Exhibit L-1 (FPC No. 350-12) 
specified in finding (4) above be eliminated from the license and the remain- 
ing exhibits specified in said finding be and they are hereby approved as part 
of the license ; 

(D) Within three years from the date of issuance of the amendment of 
license herein provided for, the licensee shall file Exhibit K for the Eklutna 
Storage Reservoir, the road and telephone line between the power house and 
the Eklutna Storage Reservoir, and a revised Exhibit K for the diversion 
dam, tunnel, penstock, power house, and tailrace to Knik Arm of Cook Inlet, 
all in conformity with the Commission’s Rules of Practice and Regulations 
with particular reference to the requirements for Exhibit K under section 


4.41 of the rules and regulations with respect to the delineation of the project 
boundary. 


Order approving and directing disposition af amounts classified in Account 
100.5, electric plant acquisition adjustments, and Account 107, 
electric plant adjustments 


The Ohio Power Company 
March 16, 1945 


It appearing to the Commission that: 

(a) On December 21, 1944, The Ohio Power Company, Newark, Ohio (here- 
inafter sometimes referred to as “applicant’), a subsidiary of American Gas 
and Electric Company, filed reclassification and original cost studies of its 
electric plant accounts as of September 30, 1941, pursuant to the requirements 
of electric plant accounts instruction 2—D of the Commission’s Uniform System 
of Accounts Prescribed for Public Utilities and Licensees and the Commission's 
order of May 11, 1937, relating thereto; - 

(b) Prior thereto, applicant, on June 27, 1941, filed tentative reclassification 
and original cost studies, which were supplemented on September 18, 1943, 
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by revised studies and additional statements; thereafter, a field examination 
of such studies was made by the staff of this Commission in collaboration 
with the staff of the Public Utilities Commission of Ohio; and on December 21, 
1944, applicant filed additional revisions of its studies, together with a plan 
of disposition subject to certain reservations, of the amounts classified in the 
adjustment accounts ; 

(c) Applicant in its present studies as of September 30, 1941, has classified 
amounts aggregating $2,540,985.87 (net) in Account 100.5, and $7,162,299.50 
(net) in Account 107 ; 

(d) Applicant proposes to dispose of the amounts classified in Account 100.5 
as of September 30, 1941, by transfer of a credit of $444,745.64, representing 
accrued depreciation, to Account 250, reserve for depreciation of electric plant, 
and by amortization of the remaining amounts totaling $2,985,731.51 -over a 
12-year period, beginning with the year 1945, by equal monthly charges to Ac- 
count 537, miscellaneous amortization, with concurrent credits to Account 252, 
reserve for amortization of electric plant acquisition adjustments, and at the 
end of the 12-year period to write off the amount of $2,985,731.51 in Account 
100.5 against the reserve accumulations of a like amount in Account 252; 

(e) Applicant proposes to dispose of the amounts classified in Account 107 
as follows: 


To Account 271, earned surplus _____-____-_-___ $5,864,244.88 
To Account 258.8, reserve for possible adjustments 
10 TIXG0 COMMER SOCDRTES i eeeerentie sess 1 1,456,936.08 $7,321,180.96 
Representing : ; 
Excess of-recorded cost over purchase cost of 
acquired properties, representing write-ups, 
intercompany profits, ete 3,778,923.93 
Estimated profit on engineering and supervi- 
sion fees of American Gas and Electric Com- 
pany 3,521,616.60 
Franchise and organization expenses of prede- 
CORSO, COMPANIES |. — 4.3 22445 desew-snir- . 10,250.80 
Adjustment of recorded retirements of land__- 10,389.63 
7,321,180.96 
To Account 250, reserve for depreciation of electric 
(146,393.67) 
Representing: 
Net over-retirements of equipment ($126,913.73) 
and correction of previous erroneous charges 
for land retired ($19,479.94). 
To Account 265, contributions in aid of construc- 
(12,487.79) 
Representing : 
Donated property not recorded heretofore in 
plant account. - 


7,162,299.50 


(f) In the present studies filed by applicant, the cost of certain substations 
and overhead lines is not classified as between transmission and distribution 
plant, and applicant has indicated that an additional period of time of ap- 


1 Reserve was created through a capital contribution by American Gas and Electric 
Company. 
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proximately six months will be required for the preparation of studies showing 
the appropriate reclassification of such cost ; 

(g) The Public Utilities Commission of Ohio has advised that applicant’s 
proposed dispositions are satisfactory to that Commission ; 

The Commission finds that: 

(1) The disposition of the $2,540,985.87 classified in Account 100.5 in the 
manner proposed by applicant in the above paragraph (d) is reasonable and 
appropriate for the purposes of the Act; 

(2) The disposition of the $7,162,299.50 classified in Account 107 in the 
manner proposed by applicant in the above paragraph (e) is reasonable and 
appropriate for the purposes of the Act; 

(3) It is appropriate that a further extension of time until June 30, 1945, 
be granted applicant within which to prepare additional studies referred to 
in paragraph (f); 

The Commission orders that: 

(A) The proposed disposition of the amounts referred to in paragraphs (d) 
and (e), above, be and they hereby are approved and directed; 

(B) The Ohio Power Company submit, within thirty days from the date of 
this order, certified copies of the entries giving effect to the dispositions hereby 
approved and directed, except that certified copies of the entries effectuating 
the accounting treatment of the $2,985,731.51 in Account 100.5, as herein ap- 
proved and directed, be submitted within thirty days after the close of each 
year, beginning with the year 1945; 

(C) The Ohio Power Company submit, on or before June 30, 1945, reclassi- 
fication studies of its transmission and distribution plant in accordance with the 
provisions of electric plant accounts instruction 16; and the Commission re- 
serves the right to make a further examination of the studies and to require 
additional accounting adjustments as may be deemed necessary ; 

(D) The provisions of this order shall not be construed as dispensing with 
the necessity for full compliance with the Public Utility Holding Company 
Act of 1985, or the rules, regulations and orders issued by the Securities and 
Exchange Commission. 


Order issuing certificate of public convenience and necessity 
Hope Natural Gas Company 
(Docket No. G-512) 
March 20, 1945 


It appears to the Commission that : 

(a) On December -7,. 1943, Hope Natural Gas Company (hereinafter some- 
times referred to as “applicant”) filed an application for a certificate of public 
convenience and necessity pursuant to section 7 of the Natural Gas Act, as 
amended, to authorize the construction and operation of the following-de- 
scribed facilities: 

A natural-gas dehydration plant and appurtenant facilities at applicant’s 
Bridgeport Compressor Station in Harrison County, West Virginia ; 

(b) Subsequently, applicant on December 27, 1943, filed with the Commission 
a telegraphic application for temporary authorization to construct and operate 
the aforesaid facilities, and such temporary authorization was granted by the 
Commission on January 1, 1944, pending final determination of the application 
herein ; 
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(c) Upon receipt of the aforesaid temporary authorization applicant placed 
orders for the necessary materials, and shortly thereafter commenced con- 
struction of the facilities above described. The construction of such facilities 
had been substantially completed at the time of hearing in this matter on 
April 12, 1944; 

(d) In accordance with the Commission’s order of February 22, 1944, fixing 
date of hearing, which order was published in the Federal Register on Febru- 
ary 26, 1944 (9 F. R. 2242), a public hearing was held on April 12, 1944, with 
respect to granting the permanent authorization sought by the application of 
December 7, 1943. No protest to the application has been received ; 

(e) Applicant maintains and operates as an integral part of its natural-gas 
pipeline system its Bridgeport Storage Area which lies adjacent to Bridgeport 
Compressor Station in Harrison County, West Virginia, and is operated in con- 
junction therewith. Applicant estimates the ultimate potential storage capacity 
of the Bridgeport area to be 6,500,000 M.c.f., with a daily deliverability there- 
from to meet peak demands of between 75,000 and 100,000 M.c.f. ; 

(f) During the early years of storage operations in the Bridgeport Area, 
applicant placed untreated or wet gas in storage. When withdrawals were 
made from this storage area during winter months operations were seriously 
impaired due to the solidification of the hydrates in the gas, thus obstructing 
the flow of gas to, and through, applicant’s transmission lines. Later, to allevi- 
ate this situation applicant made use of a dehydration plant located at its 
Hastings Compressor Station, Wetzel County, West Virginia, some 45 miles 
from Bridgeport Station. To utilize the Hastings dehydration plant necessitated 
the diversion of suction trunk lines to Hastings Compressor Station into dis- 
charge lines from that station to Bridgeport Compressor Station, thus disrupt- 
ing applicant’s normal system operations ; 

(g) The installation and operation of the dehydration plant and appurtenant 
facilities at Bridgeport Compressor Station, referred to in paragraph (a) 
hereof, with an ultimate capacity of 75,000 M.c.f. per day, will obviate the 
necessity for applicant having to disrupt its normal system operations in order 
to dehydrate gas before storage in the Bridgeport Area, and will enable appli- 
cant to operate and utilize such storage area to the maximum capacity ; 

(h) Applicant produces and purchases natural gas in the State of West 
Virginia and transports such gas by means of the pipeline system which it 
owns and operates in said State and sells such gas to other companies for 
resale for ultimate public consumption for domestic, commercial, industrial 
or other use in the States of Ohio and Pennsylvania ; 

(i) The facilities described in paragraph (a) hereof will become an integral 
part of applicant’s natural-gas system in the State of West Virginia and will 
be operated for the transportation and sale of natural gas to supply general 
market demands and to assure maintenance of adequate service to existing 
customers ; 

The Commission, having considered the application herein, the record made 
in the public hearing with respect thereto, and the briefs filed by Counsel, 
finds that: 

(1) Hope Natural Gas Company, a West Virginia corporation having its 
principal place of business at Clarksburg, West Virginia, is engaged in the 
transportation of natural gas in interstate commerce, and the sale in inter- 
state commerce of natural gas for resale for ultimate public consumption and 
is a natural-gas company within the meaning of the Natural Gas Act; 

(2) The facilities described in paragraph (a) hereof are facilities for the 
transportation of natural gas in interstate commerce and the sale in interstate 
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commerce of natural gas for resale for ultimate public consumption and are, 
therefore, subject to the jurisdiction of the Commission and the requirements 
of section 7 of the Natural Gas Act, as amended ; 

(3) Applicant is able and willing properly to do the acts and perform the 
service proposed and to conform to the provisions of the Act and the require- 
ments, rules and regulations of the Commission thereunder ; 

(4) The construction and operation of the facilities described in paragraph 
(a) hereof are and will be required by the present and future public con- 
venience and necessity and a certificate therefor should be granted as herein- 
after ordered ; 

The Commission orders that: 

(A) A certificate of public convenience and necessity be and hereby is issued 
authorizing the construction and operation by Hope Natural Gas Company of 
the facilities described in paragraph (@) hereof, all as more fully described 
in its application and exhibits appended thereto, for the transportation and 
sale of natural gas therein set forth, subject to the jurisdiction of the Commis- 
sion, upon the terms and conditions of this order ; 

(B) This certificate shall not be transferable and is without prejudice to 
the authority of this Commission or any other regulatory body with respect 
to rates, service, accounts, valuation, estimate or determination of cost, or any 
other matter whatsoever now pending or which may come before this Com- 
mission or other regulatory body, and nothing herein shall be construed as an 
acquiescence by this Commission in any estimate or determination of cost or 
any valuation of property claimed or asserted ; 

(C) Nothing herein is to be construed as affecting in any manner the deter- 
mination of the service area of applicant or of any other natural-gas company 
under section 7(f) of the Natural Gas Act ; 

(D) This certificate shall be effective as long as applicant continues the 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act and any pertinent rules, regulations or orders heretofore or hereafter 
issued by the Commission ; 

(E) Appropriate evidence of the issuance of this certificate shall be furnished 
to applicant. 


Order issuing certificate of public convenience and necessity 
Hope Natural Gas Company 
(Docket No. G-—435) 
March 20, 1945 


It appearing to the Commission that: 

(a) On December 16, 1942, Hope Natural Gas Company (hereinafter some- 
times referred to as “applicant”’) filed an application and an amendment 
thereto on April 11, 1944, for a certificate of public convenience and necessity 
pursuant to section 7 of the Natural Gas Act, as amended, to authorize the 
construction and operation of the following-described facilities : 

(i) 934 miles of 10%-inch natural gas transmission pipe line extending from 
applicant’s Bridgeport Compressor Station to a point on applicant’s 16-inch 
line No. H-17 at its Peora Compresser Station, both of which stations are 
located in Clay District, Harrison County, West Virginia; 

(ii) Two 500-horsepower gas engines at Bridgeport Compressor Station; 

(b) Prior to filing its application for permanent authorization, applicant 
filed on November 30, 1942, a telegraphic application for temporary authoriza- 
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tion to construct and operate the aforesaid facilities, and such temporary au- 
thorization was granted by the Commission on December 4, 1942; 

(c) Pursuant to the aforesaid temporary authorization the facilities de- 
scribed in paragraph (a) hereof were constructed and put into operation by 
applicant during April 1943; 

(d) In accordance with the Commission’s order of February 22, 1944, fixing 
date of hearing, which order was published in the Federal Register on Feb- 
ruary 26, 1944 (9 F. R. 2242), a public hearing was held on April 12, 1944, 
with respect to the application of December 16, 1942, and the amendment 
thereto of April 11, 1944, insofar as such application and amendment seek 
permanent authorization. No protest to the application, as amended, has been 
received ; 

(e) Applicant produces and purchases natural gas in the State of West Vir- 
ginia and transports such gas by means of the pipeline system which it owns 
and operates in that State and sells such gas to other companies for resale 
for ultimate public consumption for domestic, commercial, industrial or other 
use in the States of Pennsylvania and Ohio; 

(f) The facilities described in paragraph (a) hereof are an integral part of 
applicant’s general system of transmission and storage facilities in the State 
of West Virginia, and were installed to increase the daily deliverability from 
applicant’s Bridgeport storage field and to enable applicant to serve existing 
general market demands. The continued operation of such facilities is re- 
quired for the maintenance of adequate service to customers presently served 
by applicant ; 

The Commission, having considered the application herein, the record made 
in the public hearing with respect thereto, and the briefs filed by Counsel, 
jinds that: 

(1) Hope Natural Gas Company, a West Virginia corporation having its 
principal place of business at Clarksburg, West Virginia, is engaged in the 
transportation of natural gas in interstate commerce, the sale in interstate 
commerce of natural gas for resale for ultimate public consumption and is a 
natural-gas company within the meaning of the Natural Gas Act; 

(2) The facilities described in paragraph (a) hereof which have been con- 
structed and are being operated by applicant, are facilities for the transporta- 
tion of natural gas in interstate commerce and the sale in interstate commerce 
of natural gas for resale for ultimate public consumption and are, therefore, 
subject to the jurisdiction of the Commission and the requirements of sec- 
tion 7 of the Natural Gas Act, as amended ; 

(3) Applicant is able and willing properly to do the acts and perform the 
service proposed and to conform to the provisions of the Act and the re- 
quirements, rules and regulations of the Commission thereunder ; 

(4) The continued operation of the facilities described in paragraph (a) 
hereof is and will be required by the present and future public convenience 
and necessity and a certificate therefor should be granted as hereinafter 
ordered ; 

The Commission orders that: 

(A) A certificate of public convenience and necessity be and it hereby is 
issued authorizing the construction and operation by Hope Natural Gas Com- 
pany of the facilities described in paragraph (q@) hereof, all as more fully 
described in its application, as amended, and exhibits appended thereto, for 
the transportation and sale of natural gas set forth therein, subject to the 
jurisdiction of the Commission, upon the terms and conditions of this order ; 

(B) This certificate shall not be transferable and is without prejudice to the 
authority of this Commission or any other regulatory body with respect to 
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rates, service, accounts, valuation, estimate or determination of cost, or any 
other matter whatsoever now pending or which may come before this Com- 
mission or such other regulatory body, and nothing herein shall be con- 
strued as an acquiescence by this Commission in any estimate or determina- 
tion of cost or any valuation of property claimed or asserted ; 

(C) Nothing herein is to be construed as affecting in any manner the de- 
termination of the service area of applicant or of any other natural-gas com- 
pany under section 7(f) of the Natural Gas Act; 

(D) This certificate shall be effective as long as applicant continues the 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act and any pertinent rules, regulations or orders heretofore or here- 
after issued by the Commission ; 


(E) Appropriate evidence of the issuance of this certificate shall be fur- 
nished to applicant. 


Order issuing certificate of public convenience and necessity 
Hope Natural Gas Company 
(Docket No. G-—420) 
March 20, 1945 


It appears to the Commission that: 


(a) On October 6, 1942, Hope Natural Gas Company (hereinafter some- 
times referred to as “applicant”) filed with the Commission a letter applica- 


tion for temporary authorization, and a formal application for a certificate of 
public convenience and necessity, pursuant to section 7 of the Natural Gas 
Act, as amended, to authorize the sale of natural gas to Mt. Morris Gas com- 
pany at the Monongalia County, West Virginia, and Greene County, Penn- 
sylvania, State boundary line and to construct and operate in Monongalia 
County, West Virginia, the following described facilities necessary to effect 
such sale: 3 

(i) One 12-inch by 83-inch saddle ; 

(ii) One 3-inch nipple; 

(iii) Two 38-inch gate valves; 

(iv) One meter and building to house meter ; 

(v) 20 feet of 3-inch pipe to run from tap on 12-inch line to meter; 

(b) By telegram of October 10, 1942, the Commission granted applicant 
temporary authorization to construct and operate the aforesaid facilities and 
to sell natural gas to Mt. Morris Gas Company. Thereafter, on October 15, 
1942, 3 F.P.C. 833, the Commission issued a temporary certificate for such 
construction, operation and sale pending final determination of the applica- 
tion herein ; 

(ec) The facilities described in paragraph (a) hereof were constructed 
by applicant pursuant to the aforesaid temporary authorization and applicant 
commenced the sale of gas to Mt. Morris Gas Company on October 11, 1942; 

(d) Pursuant to the Commission’s order of February 22, 1944, fixing date 
of hearing, which order was published in the Federal Register on February 
26, 1944 (9 F. R. 2242) a public hearing was held on April 12, 1944, with re- 
spect to the application of October 6, 1942, insofar as it seeks permanent au- 
thorization. No protest to the application has been received ; 

(e) Applicant produces and purchases natural gas in the State of West 
Virginia and transports such gas by means of the pipe line system which 
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it owns and operates in such State, and sells such gas to other companies 
for resale for ultimate public consumption for domestic, commercial, industrial 
or other use in the States of Pennsylvania and Ohio; 

(f) The natural gas delivered by applicant to Mt. Morris Gas Company 
through the facilities described in paragraph (@) hereof is natural gas pro- 
duced in the State of West Virginia, transported by applicant to the Penn- 
sylvania-West Virginia State line and at such point sold by applicant to Mt. 
Morris Gas Company for resale for ultimate public consumption in the State 
of Pennsylvania ; 

(g) The facilities described in paragraph (a) hereof are operated by ap- 
plicant for purposes of making delivery and sale of natural gas in interstate 
commerce for resale for ultimate public consumption ; 

The Commission, having considered the application herein, the record made 
in the public hearing with respect thereto, and the briefs filed by counsel, finds 
that: 

(1) Hope Natural Gas Company, a West Virginia corporation having its 
principal place of business at Clarksburg, West Virginia, is engaged in the 
transportation of natural gas in interstate commerce, the sale in interstate 
commerce of natural gas for resale for ultimate public consumption and is 
a natural gas company within the meaning of the Natural Gas Act; 

(2) The sale of natural gas by applicant to Mt. Morris Gas Company is 
a sale of natural gas in interstate commerce for resale for ultimate public 
consumption, and the facilities which have been constructed and are being 
operated by applicant to effect such sale, described in paragraph (a) hereof, 
are facilities for the transportation of natural gas in interstate commerce 
and the sale of natural gas in interstate commerce for resale for ultimate pub- 
lic consumption’ and are, therefore, subject to the jurisdiction of the Com- 
mission and the requirements of section 7 of the Natural Gas Act, as 
amended ; 

(3) Applicant is able and willing properly to do the acts and perform the 
service proposed and to conform to the provisions of the Act and the re- 
quirements, rules and regulations of the Commission thereunder ; 

(4) The continued sale of natural gas and the operation of the facilities de- 
scribed in paragraph (a) hereof are and will be required by the present 
and future public convenience and necessity and a certificate therefor should 
be granted as hereinafter ordered ; 

The Commission orders that: 

(A) A certificate of public convenience and necessity be and it hereby is 
issued authorizing the sale of natural gas by applicant to Mt. Morris Gas 
Company and the construction and operation by the applicant of the facilities 
described in paragraph (a) hereof, all as more fully described in its applica- 
tion and exhibits appended thereto, for the transportation and sale of natural 
gas therein set forth, subject to the jurisdiction of the Commission, upon 
the terms and conditions of this order ; 

(B) This certificate shall not be transferable and is without prejudice to 
the authority of this Commission or any other regulatory body with respect 
to rates, service, accounts, valuation, estimate or determination of cost, or any 
other matter whatsoever now pending or which may come before this Com- 
mission or other regulatory body, and nothing herein shall be construed as 
an acquiescence by this Commission in any estimate or determination of cost 
or any valuation of property claimed or asserted ; 

(C) Nothing herein is to be construed as affecting in any manner the de- 
termination of the service area of applicant or of any other natural-gas 
company under section 7(f) of the Natural Gas Act; 
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(D) This certificate shall be effective as long as applicant continues the 
operations hereby authorized in accordance with the provisions of the 
Natural Gas Act and any pertinent rules,-regulations or orders heretofore 
or hereafter issued by the Commission ; 

(E) Appropriate evidence of the issuance of this certificate shall be fur- 
nished to applicant. 


Order issuing certificate of public convenience and necessity 
Mt. Morris Gas Company 
(Docket No, G—413) 


March 20, 1945 


It appears to the Commission that: 

(a) On September 11, 1942, Mt. Morris Gas Company (hereinafter some- 
times referred to as “applicant’’) filed with the Commission an application 
for a certificate of public convenience and necessity pursuant to section 7 of 
the Natural Gas Act, as amended, to authorize the construction and operation 
of approximately 4,400 feet of 3-inch and 31-inch natural-gas transmission 
pipe line extending from applicant’s distribution facilities in the Borough 
of Mt. Morris, Greene County, Pennsylvania, to connect with a 12-inch trans- 
mission pipe line of Hope Natural Gas Company (hereinafter sometimes re- 
ferred to as “Hope”) at the Pennsylvania-West Virginia State boundary line; 

(b) In order to relieve the critical shortage of natural gas then being 
suffered by applicant by reason of the diminishing supply theretofore pur- 
chased from Northeastern Oil & Gas Company, the Commission by order of 
September 28, 1942, 3 F.P.C. 818, issued a temporary certificate of public 
convenience and necessity authorizing the construction and operation of the 
aforesaid facilities pending final determination of the application filed by 
the applicant on September 11, 1942; 

(c) The construction of the facilities described in paragraph (@) was com- 
pleted on October 7, 1942, and delivery of natura) gas to applicant was com- 
menced by Hope on October 11, 1942; 

(d) In accordance with the Commission’s order of March 31, 1944, fixing 
the date of hearing on the application, a public hearing was held on April 
12, 1944, with respect to the application herein insofar as it seeks permanent 
authorization. No protest to the application has been received ; 

(e) On October 1, 1942, applicant entered into a gas supply contract with 
Hope under which contract applicant will have an adequate source of supply to 
meet the requirements of its distribution system for a period of at least five 
years ; 

(f) The natural gas delivered to applicant by Hope is produced in the State 
of West Virginia, is transported to the Pennsylvania-West Virginia State 
boundary line, and at such point is sold by Hope to applicant for transporta- 
tion into the State of Pennsylvania for resale for ultimate public consumption ; 
’ (g) At the Pennsylvania-West Virginia State boundary line, applicant re- 

ceives the natural gas from Hope and transports such natural gas through the 
; facilities described in paragraph (a) hereof to the Borough of Mt. Morris, 
t Pennsylvania, where applicant distributes and sells such gas for ultimate pub- 
lie consumption ; 
- The Commission, having considered the application herein, the record made 
$ in the public hearing with respect thereto, and the briefs filed by counsel, 
jinds that: 
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(1) By reason of the construction and operation of the facilities described 
in paragraph (@) hereof, applicant is engaged in the transportation of natural 
gas in interstate commerce and is a natural-gas company within the meaning 
of the Natural Gas Act; 

(2) The facilities which have been constructed and are being operated by 
applicant, described in paragraph (a) hereof, are used in the transportation 
of natural gas subject to the jurisdiction of the Commission and are, there- 
fore, subject to the requirements of section 7 of the Natural Gas Act, as 
amended ; 

(3) Applicant is able and willing properly to do the acts and perform the 
service proposed and to conform to the provisions of the Act and the require- 
ments, rules and regulations of the Commission thereunder ; 

(4) The continued operation of the facilities described in paragraph (a) 
hereof is and will be required by the present and future public convenience 
and necessity and a certificate therefor should be granted as hereinafter or- 
dered ; 

The Commission orders that: 

(A) A certificate of public convenience and necessity be and it hereby is 
issued authorizing the construction and operation by Mt. Morris Gas Com- 
pany of the facilities described in paragraph (a) hereof, all as more fully 
described in its application and exhibits appended thereto, for the trans- 
portation of natural gas therein set forth, subject to the jurisdiction of the 
Commission, upon the terms and conditions of this order ; 

(B) This certificate shall not be transferable and is without prejudice to 
the authority of this Commission or any other regulatory body with respect 
to rates, service, accounts, valuation, estimate or determination of cost, or any 
other matter whatsoever now pending or which may come before this Com- 
mission or other regulatory body, and nothing herein shall be construed as an 
acquiescence by this Commission in any estimate or determination of cost or 
any valuation of property claimed or asserted ; 

(C) Nothing herein is to be construed as affecting in any manner the de- 
termination of the service area of applicant or of any other natural-gas com- 
pany under section 7(f) of the Natural Gas Act; 

(D) This certificate shall be effective as long as applicant continues the 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act and any pertinent rules, regulations or orders heretofore or hereafter 
issued by the Commission ; 

(E) Appropriate evidence of the issuance of this certificate shall be fur- 
nished to applicant. 


Order issuing certificate of public convenience and necessity” 
EI Paso Natural Gas Company 
(Docket Nos. G-542, G-554) 
March 20, 1945 


It appears to the Commission that: 

(a) El Paso Natural Gas Company (“applicant”) has filed with the Com- 
mission applications requesting certificates of public convenience and neces- 
sity pursuant to section 7(c) of the Natural Gas Act, as amended, as follows: 

(1) Application filed April 11, 1944, in docket No. G-542 for authority to 
construct and operate (i) 31.5 miles of 16-inch O.D. natural gas pipe line, 
beginning at applicant’s Eunice compressor. station located in Lea County, 
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New Mexico, and extending in a southerly direction to applicant’s Jal Plant 
No. 1 located in Lea County, New Mexico; (ii) five 800-horsepower gas com- 
pressor units, two 175 kw gas engine driven generators, and appurtenant fa- 
cilities at applicant’s Eunice compressor station located northwest of the 
Town of Eunice, New Mexico; (iii) two 24-inch O.D. gas scrubbing towers 
of 13,000 M.c.f. daily capacity and appurtenant facilities at applicant’s gas- 
treating plant located at its Eunice compressor station; and (iv) two 24- 
inch O.D. gas scrubbing towers of 26,000 M.c.f. daily capacity and appurtenant 
facilities at applicant’s Jal Plant No. 1 located southwest of the Town of 
Jal, New Mexico; 

(2) Application filed June 13, 1944, in docket No. G-554 for authority to 
construct and operate a service tap on its existing 12%-inch O.D. gas pipe line 
at a point in El Paso County, Texas, approximately 2.23 miles west of 
the City of El Paso, Texas, together with a regulator, meter, pipe, valves, 
and necessary appurtenances for the purpose of delivering natural gas to the 
refinery of McNutt Oil and Refining Company near Brickland, Dona Ana 
County, New Mexico, through 700 feet of 2%-inch gas pipe line, to be in- 
stalled by the refinery company between applicant’s pipe;line and the re- 
finery ; 

(b) By telegram dated June 5, 1944, the Commission granted temporary 
authorization for the construction and operation of the facilities referred to 
in paragraph (@)(2) above pending final determination by the Commission 
of the application in this proceeding. The construction of such facilities has 
been since completed ; 

(c) Pursuant to the Commission’s order of June 17, 1944, the proceedings 
in docket Nos. G-—542 and G—554 were consolidated for purposes of hearing, 
and after appropriate notice thereof, a public hearing was held at Fort 
Worth, Texas, on June 22, 1944. No protest to the applications has been re- 
ceived ; 

(d) Applicant owns and operates, among other facilities, an integrated 
natural gas pipeline system in Texas, Arizona, and New Mexico, and engages 
in the purchase, transportation and sale of natural gas. Among other opera- 
tions, applicant purchases natural gas, which is produced in New Mexico, 
transports such gas through its transmission mains extending from Lea County, 
New Mexico, through Texas, New Mexico, and Arizona, respectively, and de- 
livers and sells the same for resale for ultimate public consumption for 
domestic, commercial, industrial and other use in those States; 

(e) The facilities referred to in paragraph (@) (1) above are proposed to 
be used to transport sour gas from applicant’s Eunice compressor station to 
its gas-treating plant at Jal Plant No. 1, Lea County, New Mexico, for the 
purpose of removing impurities from such gas prior to transporting the same 
in its transmission pipe lines, and to provide applicant with necessary 
standby equipment at the Eunice compressor station. The installation of 
such facilities will enable applicant to recover from oil wells and deliver to 
its present customers, approximately 20,000,000 cubic feet of residue gas per 
day which is now being vented into the air and wasted because of a lack of 
facilities necessary for its treatment and utilization. The use of such residue 
gas will permit the conservation of an equal volume of gas which applicant 
is daily withdrawing from its present reserves ; 

(f) The facilities referred to in paragraph (a) (2) above are required to 
furnish approximately 480,000 cubic feet of natural gas per day on an inter- 
ruptible basis to the McNutt Oil and Refining Company in order that fuel 
oil may be released by the latter for essential railroad use. The McNutt Oil 
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and Refining Company is engaged in the production of gasoline and refinery 
products necessary to the war effort ; 

(g) The War Production Board has granted applicant preference ratings 
for the materials required for the construction of the proposed facilities; 

(hk) No increase in applicant’s rates is contemplated by reason of the 
proposed construction and operation ; 

(i) Applicant’s gas supply is adequate to meet the requirements of the 
service to be rendered by means of the proposed facilities ; 

(j) Applicant is financially able to construct and operate the proposed fa- 
cilities ; 

The Commission, having considered the application and the record thereon 
with respect to the matters involved and the issues presented, finds that: 

(1) Applicant, a Delaware Corporation having its principal place of busi- 
ness in El Paso, Texas, is engaged in the transportation and sale in inter- 
state commerce of natural gas for resale for ultimate public consumption and 
is a “natural-gas company” within the meaning of the Natural Gas Act, as 
heretofore found by the Commission in its order adopted January 11, 1944, in 
docket No. G—288¢ 

(2) The facilities referred to in paragraph (a) above are and will be used 
for the transportation and sale of natural gas, subject to the jurisdiction of 
the Commission, as integral parts of applicant’s existing pipeline system, and 
the construction and operation thereof by applicant are subject to the require- 
ments of subsections (c) and (e) of section 7 of the Natural Gas Act, as 
amended ; 

(3) Applicant is able and willing properly to do the acts and perform the 
service proposed and to conform to the provisions of the Natural Gas Act, as 
amended, and the requirements, rules and regulations of the Commission 
thereunder ; 

(4) The construction and operation of the proposed facilities are and will 
be required by the present and future public convenience and necessity and 
a certificate therefor should be granted as hereinafter ordered ; 

The Commission orders that: 

(A) A certificate of public convenience and necessity be and it is hereby 
issued authorizing applicant to construct and operate the facilities referred 
to in paragraph (@) above, all as more fully described in the applications 
in this proceeding and exhibits appended thereto, for the transportation and 
sale of natural gas, subject to the jurisdiction of the Commission, upon the 
terms and conditions of this order ; 

(B) This certificate shall not be transferable and is without prejudice to 
the authority of this Commission or any other regulatory body with respect 
to rates, contracts, service, accounts, valuation, estimate or determination of 
cost, or any other matters whatsoever now pending or which may come before 
this Commission or other regulatory body, and nothing herein shall be con- 
strued as an acquiescence by this Commission in any estimate or determina- 
tion of cost or any valuation of property claimed or asserted by applicant ; 

(C) Applicant shall report to the Commission in writing, under oath, the 
dates of completion and commencement of operations of the facilities referred 
to in paragraph (a)(1) above; 

(D) Nothing herein is to be construed as affecting in any manner the de- 
termination of the service area of applicant under section 7(f) of the Natu- 
ral Gas Act; 

(E) This certificate shall be effective as long as applicant continues the 
operations herein authorized in accordance with the provisions of the Natural 
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Gas Act, as amended, and any pertinent rules, regulations or orders heretofore 
or hereafter issued by the Commission ; 

(F) Appropriate evidence of the issuance”’of this certificate shall be fur- 
nished to applicant. 


Order issuing certificate of public convenience and necessity 
El] Paso Natural Gas Company 
(Docket No. G—472) 
March 20, 1945 


It appears to the Commission that: 

(a) El Paso Natural Gas Company (applicant) has filed applications re 
questing certificates of public convenience and necessity pursuant to section 
7(c) of the Natural Gas Act, as amended, as follows: 

(i) Application filed. June 2, 1943, for authority to construct and operate 
an 8%-inch natural-gas transmission loop line approximately 35.3 miles 
in length, extending in a northwesterly direction from applicant’s No. 4 
compressor station in Luna County, New Mexico, and a 6%-inch natural-gas 
transmission loop line approximately 23.3 miles in length, extending in a 
northerly direction from applicant’s Morenci compressor station in Greenlee 
County, Arizona ; 

(ii) Amendatory application filed February 15, 1944, for authority to 
operate the following-described facilities : 

Item 1: 2.01 miles of 2%-inch pipe line extending from Mile Post 20 plus 
.60 on applicant’s 6-inch pipe line to Superior, Arizona, to the United States 
Army Camp near Florence, Pinal County, Arizona ; 

Item 2: 4.42 miles of 3%-inch pipe line extending from Mile Post 5 
plus .69 near the terminus of applicant’s 4%-inch pipe line to Lordsburg, 
New Mexico, to the United States Army Camp near Lordsburg, New Mexico; 

Item 3: 44.61 miles of 12%-inch pipe line extending in a southwesterly di- 
rection from applicant’s Eunice Compressor Station in Lea County, New 
Mexico, and connecting with applicant’s 85-inch line referred to in Item 4 
below « 

Item 4: 3.19 miles of 85-inch pipe line, extending in a southerly direction 
from the terminus of applicant’s 12%-inch pipe line, referred to in item 3 above, 
to a point described as Mile Post 16 plus .84 in Eddy County, New Mexico; 

Item 5: 0.16 mile of 44-inch pipe line, extending from the terminus of 
applicant’s 85-inch pipe line, referred to in item 4 above, to the U. 8S. Potash 
Company's plant in Eddy County, New Mexico; 

Item 6: 1.03 miles of 444-ineh pipe line, extending from Mile Post 94 plus 
3100 on applicant’s 12%-inch main transmission pipe line in Luna County, 
New Mexico, to the United States Army Air Field near Deming, New Mexico; 

Item 7: 0.24 mile of 6-inch pipe line, extending from Mile Post 6 plus 2100 
on applicant’s 10%4-inch main transmission line in Cochise County, Arizona, 
to the United States Army Air Field near Douglas, Arizona; 

Item 8: The following facilities at applicant’s Jal Gasoline Plant No. 2, 
located approximately four miles northeast of the Town of Jal, in Lea County, 
New Mexico, (i) eight 600 horsepower gas compressor units, (ii) a four- 
scrubber tower treating plant, (iii) a three-contractor unit dehydration plant 
of 60,000 M.c.f. per day capacity, together with other facilities to be used in 
connection with the operation of such gasoline plant ; 
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Item 9: The following facilities at applicant’s Eunice Compressor Station: 
(i) a four-scrubber tower unit gas treating plant, (ii) a one-contractor unit 
dehydration plant of 26,400 M.cf. per day capacity, (iii) a boiler plant 
equipped with eight oil field type boilers, (iv) a 418 kw electric power plant, 
(v) five 800 horsepower gas compressor units, (vi) a water supply system and 
other facilities in connection with the operation of said plant: 

Item 10: 7.06 miles of 16-inch pipe line for the transportation of gas be- 
tween applicant’s Jal Plant No. 2 located approximately four miles north- 
east of the Town of Jal, Lea County, New Mexico, and applicant’s Jal Plant 
No. 1, located approximately four miles southwest of the Town of Jal; 

(6b) Pursuant to the Commission’s order of September 30, 1943, and after 
appropriate notice thereof, a public hearing was held at Ft. Worth, Texas, 
on October 25, 1943, on the original application referred to in paragraph (a) 
(i) above, at which hearing applicant presented evidence pertaining to the 
facilities described in such application and, in addition, introduced evidence 
showing that certain other facilities not covered by such application had been 
theretofore constructed and placed in operation without authorization of the 
Commission ; 

(c) On February 15, 1944, applicant filed the amendatory application, re- 
ferred to in paragraph (a)(ii) above, seeking a certificate of public con- 
venience and necessity to authorize the operation of facilities theretofore con- 
structed without prior authorization from the Commission, such facilities 
being hereinabove described under items 1 to 10, inclusive; 

(qd) On May 20, 1944, the Commission ‘entered an order reopening this 
proceeding for the purpose of taking evidence respecting the matters involved 
and the issues presented by the amended application. Pursuant to such order 
entered May 30, 1944, postponing date of hearing, and after appropriate 
notice, a further public hearing was held at Ft. Worth, Texas, on June 21, 
1944. No protest to the applications has been received ; 

(e) By telegram dated June 17, 1943, the Commission granted temporary 
authorization for the construction of the facilities described in paragraph (a) 
(i) above, pending final action by the Commission on the application in this 
proceeding ; 

(f) All of the facilities described in paragraph (a) above, have been com- 
pleted and are in operation. The cost of construction has been financed out of 
applicant’s own funds; 

(g) Applicant owns and operates, among other facilities, an integrated 
natural gas pipe line system in Texas, Arizona, and New Mexico, and en- 
gages in the purchase, transportation and sale of natural gas. Among other 
operations, applicant purchases natural gas, which is produced in New Mexico, 
transports such gas through its transmission mains extending from Lea 
County, New Mexico, through Texas, New Mexico, and Arizona, respectively, 
and delivers and sells the same for resale for ultimate public consumption for 
domestic, commercial, industrial and other use in those States ; 

(h) The facilities referred in paragraph (a) (i) above are required to 
enable applicant to deliver an additional 7,000 M.c.f. of natural gas per day 
to the copper smelter plant of Phelps-Dodge Corporation at Morenci, Arizona, 
for the purpose of increasing the output of copper for use in the production of 
war materials. In addition, the installation of the proposed facilities will 
improve the gas service to Morenci, Clifton, Safford, Globe, and Miami, 
Arizona, and Lordsburg, New Mexico; 

(i) The facilities described in paragraph (a) (ii) above, are required for 
the delivery of natural gas to United States Army Air Fields, United States 
Army camps, the U. S. Potash Company’s plant in Eddy County, New Mexico, 
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and to render it possible for applicant to receive into its transmission system 
residue gas from its own gasoline absorption plant No. 2 located northeast 
of Jal, New Mexico; . 

(j) No increase in applicant’s rates is contemplated as a result of the 
construction and operation of the proposed facilities ; 

(kK) Applicant’s natural-gas supply is adequate to meet such increased 
deliveries as may result from the operation of all the proposed facilities ; 

(l) Applicant is financially able to construct and operate the proposed 
facilities ; 

The Commission, having considered the application, as amended, and the 
record thereon with respect to the matters involved and the issues presented, 
finds that: 

(1) Applicant, a Delaware Corporation having its principal place of busi- 
ness in El Paso, Texas, is engaged in the transportation and sale in inter- 
state commerce of natural gas for resale for ultimate public consumption, and 
is a “natural-gas company” within the meaning of the Natural Gas Act, as 
heretofore found by the Commission in its order adopted January 11, 1944, in 
docket No. G—288, supra, p. 486; 

(2) The facilities referred to in paragraph (a) above are and will be used 
for the transportation and sale of natural gas, subject to the jurisdiction of 
the Commission, as integral parts of applicant’s existing pipe-line system, and 
the construction and operation thereof by applicant are subject to the re- 
quirements of subsections (c) and (e) of section 7 of the Natural Gas Act, 
as amended ; 

(3) Applicant is able and willing properly to do the acts and perform the 
service proposed and to conform to the provisions of the Natural Gas Act, as 
amended, and the requirements, rules and regulations of the Commission 
thereunder ; 

(4) The construction and operation of the proposed facilities are and 
will be required by the present and future public convenience and necessity 
and a certificate should be granted as hereinafter ordered ; 

The Commission orders that: 

(A) A certificate of public convenience and necessity be and it is hereby 
issued authorizing applicant to construct and operate the facilities referred 
to in paragraph (a)(i) above, and to operate the facilities referred to in 
paragraph (a)(ii) above, all as more fully described in the applications in 
this proceeding and exhibits appended thereto, for the transportation and 
sale of natural gas, subject to the jurisdiction of the Commission, upon the 
terms and conditions of this order ; 

(B) This certificate shall not be transferable and is without prejudice to 
the authority of this Commission or any other regulatory body with respect 
to rates, contracts, service, accounts, valuation, estimate or determination of 
cost, or any other matters whatsoever now pending or which may come before 
this Commission or other regulatory body, and nothing herein shall be con- 
strued as an acquiescence by this Commission in any estimate or determina- 
tion of cost or any valuation of property claimed or asserted by applicant; 

(C) Nothing herein is to be construed as affecting in any manner the de- 
termination of the service area of applicant under section 7(f) of the Natu- 
ral Gas Act; 

(D) This certificate shall be effective as long as applicant continues the 
operations herein authorized in accordance with the provisions of the Natural 
Gas Act, as amended, and any pertinent rules, regulations or orders hereto- 
fore or hereafter issued by the Commission ; 
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(E) Appropriate evidence of the issuance of this certificate shall be fur- 
nished to applicant. 


Order issuing certificate of public convenience and necessity 
Republic Light, Heat and Power Company, Ine. 
(Docket No. .G—265) 

March 21, 1945 


Republic Light, Heat and Power Company, Inc., a New York corporation 
having its principal place of business at Buffalo, New York, hereinafter re- 
ferred to as “applicant,” filed its application on April 30, 1942, and amend- 
ments thereto on February 22, 1948, April 26, 1943, and May 19, 1943, for a 
certificate of public convenience and necessity pursuant to section 7(c) of the 
Natural Gas Act, as amended, to authorize the continuation of the operations, 
subject to the Commission’s jurisdiction, in which it has been bona fide en- 
gaged on February 7, 1942, and subsequent thereto. 

It appears to the Commission that: 

(a) Applicant owns and operates, among other facilities, natural-gas trans- 
mission pipe lines extending from Farnham, Erie County, New York, to 
Chautauqua Assembly Grounds, Chautauqua County, New York, and from a 
point near Clarence, Erie County, New York, to Batavia, Genesee County, New 
York. Among other operations, applicant purchases from Penn-York Natural 
Gas Corporation natural gas, originating in States other than New York, 
which is transported by Penn-York Natural Gas Corporation from Pennsyl- 
vania into New York to (1) a point of connection at Sheridan, New York, 
with applicant’s lines firstly above-described, whence applicant transports 
the gas to Dunkirk and 13 other communities in Erie and Chautauqua 
Counties, for sale for ultimate public consumption; and (2) a point of con- 
nection at Alden, New York, with applicant's lines secondly above-described, 
whence applicant transports the gas’*to Batavia and 11 other communities in 
Erie, Genesee and Wyoming Counties, New York, for sale for ultimate public 
consumption. In the above-described operations, the interstate flow of natural 
gas to the points of distribution in New York is continuous and uninter- 
rupted, and such operations constitute an established course of business; 

(b) Appropriate notice of the application has been duly given and pub- 
lished in Volume 7, Federal Register, pages 4003-4011, and no protest has 
been filed thereto ; 

The Commission finds that: 

(1) Applicant is engaged in the transportation of natural gas in interstate 
commerce, and is a “natural-gas company” within the meaning of the natural 
Gas Act; 

(2) On February 7, 1942, applicant was bona fide engaged in transportation 
of natural gas, subject to the jurisdiction of this Commission, over routes and 
in the manner described in its application and exhibits attached thereto, and 
has so operated since that time; 

(3) The application was duly made to the Commission within ninety days 
after February 7, 1942 (the effective date of section 7(c) amended), and com- 
plies with the Commission’s regulations as to form and content ; 

The Commission, therefore, orders that: 

(A) A certificate of public convenience and necessity be and it hereby is 
issued to Republic Light, Heat and Power Company, Inc., authorizing its con- 
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tinued operation of its facilities, which were in bona fide operation on Feb- 
ruary 7, 1942, and have been so operated since then, as described in its applica- 
tion, for the transportation of natural gas, ‘subject to the jurisdiction of this 
Commission ; 

(B) This certificate shall not be transferable, and its issuance is without 
prejudice to the authority of this Commission, or any other regulatory body, 
with respect to rates, service, accounts, valuation, estimate or determination 
of cost, or any other matter whatsoever now pending or which may come be- 
fore this Commission, or other regulatory body, and nothing herein shall be 
construed as an acquiescence by this Commission in any estimate or deter- 
mination of cost, or any valuation of property claimed or asserted ; 

(C) Nothing herein is to be construed as affecting in any manner the de- 
termination of applicant’s service area under section 7(f) of the Natural Gas 
Act; 

(D) This certificate shall be effective as long as applicant continues the 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act, as amended, and any pertinent rules, regulations or orders heretofore 
or hereafter issued by the Commission ; 

(E) Appropriate evidence of the issuance of this certificate shall be fur- 
nished to applicant. 


Order confirming and approving rates for experimental service 
Bonneville Project, Columbia River, Washington-Oregon 
(Docket No. IT-5519) 

March 23, 1945 


Upon consideration of rates and charges for electric energy to be furnished 
from the Bonneville Project to the Bureau of Mines for experimental work in 
the Bureau of Mines Northwest Electrodevelopment Laboratory at Albany, 
Oregon, as embodied in a proposed contract filed with the Federal Power 
Commission by the Administrator of the Bonneville Project on February 20, 
1945, pursuant to the provisions of the Bonneville Act (50 Stat. 731), as 
amended ; and 

It appearing that: 

(a) Under its authority (37 Stat. 681) to carry on experimental work, the 
Bureau of Mines intends to use the power at its laboratory at Albany, Oregon, 
in the continuing development of new and improved processing methods em- 
ploying electric energy which it is expected will result in wider use of the hy- 
droelectric energy generated at the Bonneville and Grand Coulee Projects, 
encourage industrial and agricultural growth in the region served by these 
projects and be of great benefit to the region generally ; 

(b) Under the proposed contract the electric power is to be sold for such 
experimental work at a special rate of 2.5 mills per kilowatt-hour up to 2,000 
kilowatts and the rates are submitted for confirmation and approval by the 
Federal Power Commission pursuant to the provisions of the Bonneville Act 
(50 Stat. 731), as amended ; 

(c) The proposed contract is to run until June 30, 1945, but provision 
is made for automatic renewals for yearly periods thereafter until cancelled 
by the Bureau of Mines upon thirty days’ notice, with a total term of not 
over twenty years; 

(d) Notice of the proposed contracts and the rates and charges granted 
therein was sent to interested State officials and published in the Federal 
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Register on March 6, 1945 (10 F. R. 2525), but no protests or requests for 
hearing thereon have been received ; 

The Commission, having considered the proposal and presently available 
information and data thereon, finds that: 

The rates set forth in the proposed contract should be confirmed and ap- 
proved ; 

It is ordered that: 

The rates set forth in the proposed contract are hereby confirmed and ap- 
proved, upon condition that such approval shall not be considered as estab- 
lishing any precedent with respect to rates and charges for other power or 
energy sold by the Bonneville Administrator. 


Order approving and directing disposition of amounts classified 
as plant acquisition adjustments and plant adjustments 
applicable to electric and common utility plant 


Virginia Hlectric and Power Company 
March 23, 1945 


It appears to the Commission that: 

(a) On December 20, 1944, pursuant to the requirements of electric plant 
accounts instruction 2-D of the Commission’s Uniform System of Accounts 
Prescribed for Public Utilities and Licensees, and the Commission's order of 
May 11, 1937, relating thereto, Virginia Electric and Power Company (“appli- 
cant”) filed revised reclassification and original cost studies of its electric 
and common utility plant accounts as of January 1, 1937, and a proposed plan 
for disposing of amounts classified in plant acquisition adjustments and 
plant adjustments accounts pertaining to electric and common utility plant; 

(b) Prior thereto, on June 29, 1989, applicant filed reclassification and 
original cost studies of its electric plant, which studies were indicated to be 
deficient by a field examination made by the staff of this Commission in 
collaboration with the staff of the State Corporation Commission of Virginia. 
An extension of time having been granted to applicant within which to revise 
its studies, applicant, on November 25, 1942, filed revised reclassification and 
original cost studies. Thereafter the staff of this Commission, in collabora- 
tion with the staff of the State Corporation Commission of Virginia, made a 
field examination of the revised studies; conferences were subsequently held 
between representatives of the applicant and the staffs of the two Commis- 
sions relative to proposed staff adjustments, which resulted in the filing, on 
December 20, 1944, of the revised studies and proposed plan for disposition ; 

(c) Applicant, in its latest studies, has classified $6,122,320.75 as represent- 
ing the excess of actual legitimate cost to applicant, or associated companies, 
over original cost of electric and common utility plant. Of that amount, it 
has classified $1,461,372.40 in Account 100.5, electric plant acquisition adjust- 
ments, and $4,660,948.35 in Account 108.15, common utility plant acquisition 
adjustments ; 

(d) Applicant, in its latest studies, has also classified $6,915,751.68 as plant 
adjustments applicable to electric and common utility plant. Of that amount 
it has classified $959,505.61 in Account 107, electric plant adjustments, and 
$5,956,246.07 in Account 108.17, common utility plant adjustments. . These 
amounts represent principally the excess of recorded cost of acquired proper- 
ties over the actual legitimate cost thereof to applicant, or associated com- 
panies, together with miscellaneous adjustments pertaining to items errone- 
ously capitalized by applicant ; 
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(e) Applicant proposes to dispose of the amounts totalling $6,122,230.75 
described in paragraph (c), above, by transferring $840,473, representing 
amounts included in the derpreciation reserve applicable to the excess now 
being disposed of from Account 250, reserve for depreciation, to Account 252, 
reserve for amortization of utility plant acquisition adjustments, and by 
amortizing the remaining amounts, totalling $5,281,847.75, over a fifteen-year 
period beginning with the year 1944 to Account 537, miscellaneous amortiza- 
tion, with concurrent credits to Account 252, reserve for amortization of 
utility plant acquisition adjustments ; 

(f) Applicant proposes to dispose of the amounts totalling $6,915,751.68 de- 
scribed in paragraph (d), above, by a charge to Account 258.3, reserve for 
amounts in excess of original cost of utility plant ; 

(g) At the time of the acquisition by applicant of the properties of Vir- 
ginia Public Service Company, pursuant to the order dated April 18, 1944, 
In the Matter of Virginia Electric and Power Company, et al., docket No. IT- 
5878, supra, p. 56, applicant created a reserve of $7,947,076.04, classified in 
Account 258.3, as of November 30, 1943, in order to provide for the disposi- 
tion of anticipated plant adjustments. By the provisions of paragraph (D) 
of that order, any balance in such reserve account which is determined by the 
Commission not to be required for the disposition of plant adjustments may 
be transferred to applicant’s capital surplus account; applicant now seeks 
approval of the transfer of the balance of $1,031,32436 remaining in the 
reserve after giving effect to the disposition of the $6,915,751.68 referred to 
in paragraph (d), above, to its capital surplus account ; 

(h) The State Corporation Commission of Virginia and the North Carolina 
Utilities Commission have advised that the above-described disposition plan 
proposed by applicant meets with the approval of the respective Commissions ; 

The Commission finds that: 

The proposed dispositions and transfer referred to in paragraphs (e), (f) 
and (g), above, are reasonable and appropriate for the purposes of the Fed- 
eral Power Act; 

The Commission orders that: 

(A) With respect to the $6,122,320.75 referred to in paragraph (c), above, 
the transfer of $840,473, from Account 250, reserve for depreciation, to Ac- 
count 252, reserve for amortization of utility plant acquisition adjustments; 
the amortization of the remainder of $5,281,847.75, by equal monthly charges 
over a fifteen-year period beginning with the year 1944 to Account 537, mis- 
cellaneous amortization, with concurrent credits to Account 252, reserve for 
amortization of electric plant acquisition adjustments, be and the same hereby 
are approved and directed ; 

(B) The disposition of the $959,505.61 classified in Aecount 107, and the 
$5,956,246.07 classified in Account 108.17, in the manner described in paragraph 
(f), above, be and the same hereby is approved and directed ; 

(C) The transfer of the balance of $1,031,324.36 in Account 258.3 in the 
manner described in paragraph (g), above, be and the same hereby is ap- 
proved and directed ; 

(D) Applicant submit within 30 days from the date of this order certified 
copies of the entries giving effect to the dispositions and transfer approved 
and directed by paragraphs (B) and (C), above, and the transfer of $840,473 
to Account 250, as approved and directed in paragraph (A), above, and certi- 
fied copies of the entries effectuating compliance with the other provisions 
of paragraph (A) within 30 days after the close of each year of the fifteen- 
year amortization period beginning with 1945; 


679357—46—59 
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(E) The provisions of this order are not to be construed as dispensing 
with the necessity for full compliance with the Public Utility Holding Com- 
pany Act of 1985 and the rules, regulations and orflers issued by the Securities 
and Exchange Commission. 


Order issuing certificate of public convenience and necessity 
Panhandle Eastern Pipe Line Company 
(Docket No. G—543) 
March 27, 1945 


It appears to the Commission that: 

(a) On April 24, 1944, Panhandle Eastern Pipe Line Company (applicant) 
filed an application, as subsequently supplemented, for a certificate of public 
convenience and necessity pursuant to section 7(c) of the Natural Gas Act, 
as amended, for authority to construct and operate the following-described 
facilities: 

(1) Approximately 17 miles of 22-inch O. D. natural-gas transmission pipe 
line to loop a portion of applicant’s existing 22-inch pipe line between its 
Hansford, Texas, and Liberal, Kansas, compressor stations, including 4,000 
feet of 24-inch pipe line under-crossing the Cimarron River ; 

(2) Two additional 800 horsepower compressor units and appurtenant 
equipment at applicant’s Hansford, Texas, compressor station ; 

(3) One additional 1,800 horsepower compressor unit and appurtenant 
equipment at applicant’s Montezuma, Indiana, compressor station ; 

(4) Three 78-inch by 28-feet contactors at its Sneed dehydration plant to 
replace five 66-inch by 7-feet contactors ; 

(5) Approximately 15 miles of 22-inch O. D. natural-gas pipe line extending 
easterly from a point of connection with facilities of Phillips Petroleum 
Company in the northwest corner of Hansford County, Texas, to applicant’s 
Hansford, Texas, compressor station ; 

(b) Pursuant to the Commission’s order dated May 16, 1944, fixing date for 
hearing on the application, appropriate notice of which was given, including 
notice to the regulatory commissions of the States in which applicant operates, 
a public hearing was held commencing June 8, 1944, in Chicago, Mlinois. 
Certain coal, labor, and railroad interests were permitted to intervene and 
participate in the hearing’; 

(c) On July 15, 1944, applicant filed a supplement to its application in 
order to conform such application to the evidence presented at the hearing 
with respect to the facilities referred to in paragraph (a) (5) above; 

(d) Applicant is engaged in the production and purchase of natural gas in 
the Panhandle field in the State of Texas, and in the Hugoton field in the 
States of Kansas, Oklahoma, and Texas; in the transportation of such gas by 


21Such interveners were The Baltimore and Ohio Railroad Company, The Chesapeake 
and Ohio Railway Company, Prie Railroad Company, Grand Trunk Railway System, 
Louisville and Nashville Railroad Company, The Monongahela Railway Company, The 
New York Central Railroad Company, Norfolk and Western Railway Company, The Penn- 
sylvania Railroad Company, Pere Marquette Railway Company, The Pittsburgh and Lake 
Erie Railroad Company, The Pittsburgh & West Virginia Railway Company, Southern 
Railway Company, The Virginian Railway Company, Wabash Railroad Company, Western 
Maryland Railway Company and The Wheeling and Lake Erie Railway Company, The 
National Coal Association, United Mine Workers of America, Order of Railway Con- 
ductors, Brotherhood of Locomotive Engineers, Brotherhood of Locomotive Firemen and 
Enginemen, and the Switchmen’s Union of North America. 
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means of its pipe-line system extending from a point in Moore County, Texas, 
through the States of Oklahoma, Kansas, Missouri, Illinois, Indiana, Ohio, and 
Michigan; and in the sale of such gas for-resale for ultimate public consump- 
tion for domestic, commercial, industrial and other uses in States other than 
those in which it is produced or purchased ; 

(e) On September 21, 1943, the Commission entered an order Jn the Matter 
of Panhandle Eastern Pipe Line Company, docket No. G-—459, 3 F. P. C. 1090, 
authorizing applicant to construct certain facilities thereby enabling it to 
increase its transmission capacity by approximately 88,000 M.c.f. of gas per 
day. As a result of the construction of such facilities, the maximum sales 
capacity of applicant’s system was approximately 333,000 M.c.f. per day. 
However, in order to maintain that load, approximately 375,000 M.c.f. per 
day is required at the intake side of its Liberal compressing station ; 

(f) Due to the decline in the deliverability of its wells, including those 
in the Kansas portion of the Hugoton field, by reason of recent heavy with- 
drawals of gas therefrom, applicant has experienced difficulty in maintaining 
its maximum sales capacity of 333,000 M.c.f. per day. In order to remedy 
this situation applicant proposes to construct and to so operate the facilities 
described in sub-paragraphs (1), (2), (4), and (5) of paragraph (a@) above, 
as to enable applicant to (1) receive approximately 54,000 M.c.f. of gas from 
the Hugoton field in Oklahoma and Texas under its gas purchase contract 
with the Phillips Petroleum Company, dated April 5, 1943, as supplemented, 
such delivery being additional to that of 55,000 M.c.f. per day theretofore 
made by Phillips Petroleum Company from the Panhandle field of Texas; 
(2) to reduce the volume of natural gas taken from applicant’s wells in the 
Hugoton field in Kansas from approximately 142,000 M.c.f. daily to about 
100,000 M.c.f. per day; and (3) reduce the volume of gas received at its Sneed 
compressing station in the Texas Panhandle field, from 178,000 M.c.f. per day 
to 166,000 M.c.f. daily, thereby providing applicant with 375,000 M.c.f. of gas 
at the intake side of its Liberal compressing station, such volume being the 
same quantity as that heretofore required to be delivered at that point to 
maintain adequate service to applicant’s customers ; 

(g) Applicant proposes to construct and operate the facilities described in 
sub-paragraph (3) of paragraph (@) above in order to relieve an overload 
condition at its Montezuma compressing station, provide standby for its 
Zionsville and Edgerton compressing stations in case of breakdown at those 
stations, and assure adequate deliveries of natural gas at the eastern end 
of the system ; 

(h) The proposed construction and operation will result in a more économ- 
ical and flexible operation of applicant's transmission system ; 

(i) The operation of the facilities described in paragraph (a@) above is 
required for the continuance of adequate natural-gas service to the consumers 
presently served by the transmission pipe line of applicant ; 

(j) Applicant contemplates that the proposed construction and operation 
will cause no increase in its rates and charges for natural gas; 

(k) Applicant’s recoverable gas supplies are adequate to meet the require- 
ments resulting from the proposed operation of the facilities hereinabove 
described ; 

(l) Applicant is financially able to construct and operate the proposed 
facilities ; 

(m) *The War Production Board and the Petroleum Administrator for War 
have granted applicant preference ratings for the materials required for the 
construction of the proposed facilities ; 
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The Commission, having considered the application, as supplemented, and 
the record thereon, finds that: 

(1) Applicant is a corporation organized and existing under the laws of 
Delaware, authorized to do business as a foreign corporation in the States of 
Texas, Oklahoma, Kansas, Missouri, Illinois, Indiana, Michigan, and Ohio, 
and having its principal place of business in Kansas City, Missouri; 

(2) Applicant is engaged in the transportation of natural gas in interstate 
commerce and in the sale in interstate commerce of natural gas for resale 
for ultimate public consumption for domestic, commercial, industrial and other 
uses and is, therefore (as heretofore found by the Commission in its opinion 
and order entered on September 23, 1942, in docket Nos. G-200 and G—207, 
3 F. P. C. 278, 45 P. U. R. (N.S.) 203), a “natural-gas company” within the 
purview of the Natural Gas Act; 

(3) The facilities described in paragraph (a) above will be used for the 
transportation and sale of natural gas, subject to the jurisdiction of the Com- 
mission, and the proposed construction and operation thereof are subject to the 
requirements of subsections (c) and (e) of section 7 of the Natural Gas Act, 
as amended ; 

(4) Applicant is able and willing properly to do the acts and perform the 
service proposed and to conform to the provisions of the Natural Gas Act, 
as amended, and the requirements, rules and regulations of the Commission 
thereunder ; 

(5) The proposed construction and operation by applicant of the facilities 
described in paragraph (a) above are and will be required by the present and 
future public convenience and necessity, and a certificate authorizing such 
proposed construction and operation should be issued, as hereinafter ordered 
and conditioned ; 

(6) It is consistent with the public interest to approve the Trial Examiner's 
action in receiving evidence at the hearing with respect to the facilities re- 
ferred to in paragraph (a) (5) above; 

The Commission orders that: 

(A) The Trial Examiner’s action in receiving evidence with respect to the 
facilities referred to in paragraph (a) (5) above be and it is hereby approved; 

(B) A certificate of public convenience and necessity be and it is hereby 
issued authorizing the construction and operation by the applicant of the pro- 
posed facilities referred to in paragraph (a) above and more fully described 
in the application, as supplemented, in this proceeding, for the transportation 
and sale of natural gas therein set forth, subject to the jurisdiction of the 
Commission, upon the terms and conditions of this order ; 

(C) This certificate is granted upon the express condition that the facilities 
herein authorized shall not be used for the transportation or sale of natural 
gas, subject to the jurisdiction of this Commission, to any new customers ex- 
cept upon specific authorization by this Commission ; 

(D) Applicant shall report to the Commission in writing, under oath, the 
dates of completion and commencement of operations of the facilities referred 
to in paragraph (a) above; 

(E) This certificate shall not be transferable and is without prejudice to 
the authority of this Commission or any other regulatory body with respect 
to rates, contracts, service, accounts, valuation, estimate or determination of 
cost, or any other matter whatsoever now pending or which may come before 
this Commission or other regulatory body, and nothing herein shall be con- 
strued as an acquiescence by this Commission in any estimate or determina- 
tion of cost or any valuation of property claimed or asserted ; 
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(F) Nothing herein is to be construed as affecting in any manner the deter- 
mination of the service area of applicant. under section 7(f) of the Natural 
Gas Act, as amended ; 

(G) Nothing contained in this order shall be construed as in any manner 
changing or affecting the Commission’s opinion and accompanying order re- 
ducing rates, entered September 23, 1942, in docket Nos. G-—200 and G—207 
(3 F. P. C. 278, 292), or in any manner relieving applicant from filing new 
rate schedules reflecting the reduction in rates in conformity therewith; 

(H) This certificate shall be effective as long as applicant continues the 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act, as amended, and any pertinent rules, regulations, or orders hereto- 
fore or hereafter issued by the Commission ; 

(1) Appropriate evidence of the issuance of this certificate shall be fur- 
nished to applicant. 


Order dismissing application for certificate of public 
convenience and necessity 


Hope Natural Gas Company 
(Docket No. G-434) 
March 27, 1945 


It appearing to the Commission that: 

(a) On November 30, 1942, Hope Natural Gas Company (hereinafter some- 
times referred to as “‘applicant’), filed a telegraphic application pursuant to 
section 7 of the Natural Gas Act, as amended, for temporary authorization 
to construct and operate the following described facilities : 

(i) Approximately 62/3 miles of natural-gas transmission pipe line ex- 
tending in an easterly direction from Lewis Compressor Station of United 
Fuel Gas Company, located in Geary District, Roane County, West Virginia, 
to a point on applicant’s 20-inch pipe line H—-162 also located in Geary District, 
Roane County, West Virginia, and about seven miles from applicant’s Corn- 
well Compressor Station ; 

(ii) Measuring equipment consisting principally of forty feet of 8-inch 
header pipe, three 6-inch orifice runs, six 6-inch plug valves, three 6-inch 
orifice flanges, three 6-inch orifice plates, three orifice gauges and miscellaneous 
piping ; 

(b) Temporary authorization to construct and operate the aforesaid facili- 
ties was granted applicant by the Commission on December 1, 1942, upon 
condition that within ten days therefrom an application for permanent au- 
thorization should be filed ; 

(c) After several extensions of time had been granted by the Commission 
an application for permanent authorization for the construction and opera- 
tion of the facilities described in paragraph (a) hereof was filed by applicant 
on March 31, 1943; 

(d) Pursuant to the Commission’s order of February 22, 1944, fixing date 
of hearing, which order was published in the Federal Register on February 
26, 1944 (9 F. R. 2242), a public hearing was held on April 12, 1944, on the 
application of March 31, 1943, seeking permanent authorization ; 

(e) Applicant produces and purchases natural gas in the State of West 
Virginia and transports such gas by means of the pipe-line system which it 
owns and operates in that State and sells such gas to other companies for 
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resale for ultimate public consumption for domestic, commercial, industrial 
or other use in the States of Pennsylvania and Ohio; 

(f) The facilities described in paragraph (a) hereof were constructed by ap- 
plicant early in the year 1943 pursuant to the temporary authorization granted 
by the Commission on December 1, 1942, and were operated by applicant from 
May until October, 1943, to transport natural gas purchased from United 
Fuel Gas Company. On October 6, 19438, delivery of natural gas to applicant 
was discontinued by United Fuel Gas Company, and applicant ceased to 
operate the aforesaid facilities on that date; 

(g) United Fuel Gas Company delivered natural gas to applicant in accord- 
ance with a program suggested by the War Production Board to minimize 
the possibility of natural-gas shortages in the Appalachian area during the 
winter of 1943-1944. Such gas either directly or by displacement was put 
into storage by applicant and was utilized to meet the demands of customers 
in West Virginia, Ohio and Pennsylvania ; 

(h) The aforesaid purchases of natural gas by applicant from United Fuel 
Gas Company were made pursuant to a contract between the parties effective 
from May 14, 1943, to October 15, 1943, inclusive. Such contract did not con- 
tain a provision for its extension or renewal and no extension or renewal 
thereof has been made; 

(i) Applicant has not operated the facilities described in paragraph (a) 
hereof since October 6, 1943, and at the time of the public hearing herein 
had no plan for the future operation of such facilities ; 

The Commission, having considered the application herein, the record made 
in the public hearing with respect thereto, and the briefs filed by Counsel, 
jinds that: 

(1) Hope Natural Gas Company, a West Virginia corporation having its 
principal place of business at Clarksburg, West Virginia, is engaged in the 
transportation of natural gas in interstate commerce, the sale in interstate 
commerce of natural gas for resale for ultimate public consumption and is a 
natural-gas company within the meaning of the Natural Gas Act; 

(2) The facilities described in paragraph (a) hereof were operated tem- 
porarily for the transportation of natural gas in interstate commerce, and for 
the sale of natural gas in interstate commerce for resale for ultimate public 
consumption and are, therefore, subject to the jurisdiction of the Commission 
and the requirements of section 7 of the Natural Gas Act, as amended; 

(3) No evidence was adduced at the hearing herein which showed or tended 
to show that the aforesaid facilities constructed by applicant pursuant to 
the temporary authorization heretofore granted can presently be utilized 
by applicant to serve existing customers or operated as a part of its general 
pipe-line system. Applicant has now pending no specific proposal for further 
operation of the aforesaid facilities, and does not contemplate the use of 
such facilities at any foreseeable future time; 

(4) The applicant has not shown that the continued operation of the fa- 
cilities described in paragraph (a) hereof, heretofore constructed pursuant 
to the Commission’s temporary authorization therefor, is or will be required 
by the present or future public convenience and necessity. The application for 
a certificate of public convenience and necessity to operate the said facilities 
pursuant to section 7 of the Natural Gas Act, as amended, should therefor 
be dismissed, without prejudice, however, to applicant’s right to renew its 
application at such time as the aforesaid facilities are hereafter proposed to 
be operated by applicant for the transportation or sale of natural gas in 
interstate commerce ; 
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The Commission orders that: 

The application of Hope Natural Gas Company for a certificate of public 
convenience and necessity to operate said facilities pursuant to section 7 of 
the Natural Gas Act, as amended, filed March 31, 1943, be and the same 
hereby is dismissed without prejudice. 


Order approving transfer of amounts from depreciation, depletion and 
amortization reserves to earned surplus account 


Hope Natural Gas Company 
(Docket No. G—608) 
March 27, 1945 


It appears to the Commission that: 

(a) On December 11, 1944, Hope Natural Gas Company (hereinafter some- 
times referred to as “applicant’’) filed an application under section 8 of the 
Natural Gas Act, and pursuant to the provisions with respect to Account 250.1, 
reserve for depreciation of gas plant, and Account 250.2, reserve for amor- 
tization and depletion of producing natural gas land and land rights, of the 
Commission’s Uniform System of Accounts Prescribed for Natural Gas Com- 
panies, for authority to reclassify and adjust its depreciation, depletion, and 
amortization reserves, and to transfer, as of December 31, 1943, an amount of 
$15,621,206.39 from such reserves to Account 271, earned surplus ; 

(b) Appropriate notice of the filing of this application was duly given, in- 
cluding publication of “Notice of Application” in the Federal Register on 
January 6, 1945 (10 Fed. Reg. 262) and transmittal thereof to the Public 
Service Commission of West Virginia, which has advised that it has no 
objection to the proposed transfer ; 

(c) Applicant has made a study of its depreciation, depletion and amorti- 
zation reserves as of December 31, 1948, and as a result of such study 
applicant found that existing reserves are overstated by an amount of 
$15,621,206.39 and proposes to transfer this amount to Account 271, earned 
surplus ; 

(d) In the determination of the adjusted reserves as covered by proposed 
journal entries submitted with its application, applicant has used the depletion 
and depreciation reserves requirements determined by this Commission in 
City of Cleveland, et al. v. Hope Natural Gas Company, docket Nos. G—100, 
G-101, G-127, and G—113, in its opinion and accompanying order of May 26, 
1942, 3 F.P.C. 150, 44 P.U.R. (N.S.) 1, and: the rates and methods prescribed 
thereunder have been applied for the three years 1941, 1942 and 1943, with 
certain minor exceptions ; 

(e) In City of Cleveland, et al., v. Hope Natural Gas Company, supra, 
at 169, the Commission stated : 

“It should be borne in mind, however, that the deduction of the reserve re- 
quirement, rather than the actual book reserve, is for the purpose of getting 
a sound basis for future regulation and control of rates. Hereafter, the 
company, in accordance with this opinion and under our System of 
Accounts, is required to record proper depreciation and depletion expense. 
Hence, the books of this company, as well as the books of others subject to our 
jurisdiction, after once having the reserve requirement determined, should 
reflect in substantial degree the proper depreciation and depletion. Use of the 
reserve requirement in this case will produce a proper starting figure so that 
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the book reserve can be deducted hereafter as the proper measure of the actual 
depreciation and depletion. This treatment will then be consistent with the 
view that the book reserve is the proper deduction from the gross cost in 
determining the rate base.” (Italics supplied) 

(f) The applicant proposes to record both the entries submitted with its 
application and the entries found necessary to adjust 1944 provisions to the 
same basis on its books in 1945, as of January 1, 1945. Thereafter the annual 
depreciation and depletion accruals will be computed and recorded on this 
basis with certain minor modifications with respect to annual depreciation 
rates ; 

The Coramission finds that: 

Under the circumstances presented in this case, applicant’s proposed re- 
classification and adjustment of its depreciation, depletion and amortization 
reserves, and transfer of $15,621,206.39 from such reserves to Account 271, 
earned surplus, are reasonable and appropriate for the purposes of the 
Natural Gas Act; 

The Commission orders that: 

Hope Natural Gas Company be and it is hereby authorized to reclassify and 
adjust its depreciation, depletion and amortization reserves and to transfer 
an amount of $15,621,206.39 from such reserves to Account 271, earned 
surplus, as hereinbefore referred to in this order, and as more fully described 
in its application and proposed journal entries submitted therewith. 

Commissioner Scott dissenting. 


Order approving disposition of amounts 
classified in Account 107, gas plant adjustments 


Hope Natural Gas Company 
Docket No. G—602 
March 27, 1945 


It appears to the Commission that: 

(a) On April 1, 1942, Hope Natural Gas Company (hereinafter sometimes 
referred to as “applicant’”), pursuant to the requirements of gas plant 
accounts instruction 2-D of the Uniform System of Accounts Prescribed for 
Natural Gas Companies and the Commission’s Order No. 73 pertaining 
thereto, filed reclassification and original cost studies of its gas plant as of 
January 1, 1939, and of gas plant acquired from Reserve Gas Company by 
merger on December 80, 1939, together with plans for disposition of the 
amounts classified by applicant in Account 107, gas plant adjustments ; 

(b) Thereafter conferences were held between representatives of applicant 
and the staff of the Commission with respect to the filed studies and the plan 
of disposition proposed for the adjustments ; 

(c) As a result of these conferences applicant prepared and filed with the 
Commission on December 11, 1944, revised reclassification and original cost 
studies and plans for disposition of amounts classified in Account 107, gas 
plant adjustments. The plans for disposition were modified and supplemented 
by applicant by telegram of December 29, 1944; 

(d) Similar reclassification and original cost studies, revised reclassifi- 
cation and original cost studies, and plans for disposition of amounts ‘in 
Account 107, gas plant adjustments, have been filed with the Public Service 
Commission of West Virginia. In response to our inquiry, that Commission 
has advised that it has no objection to the proposed disposition ; 
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(e) In the revised reclassification and original cost studies filed with the 
Commission, applicant has classified in Account 107, gas plant adjustments, 
a net debit amount of $900,258.17 resulting from reclassification of applicant's 
plant accounts and a net credit amount of $246,463.62 resulting from the 
reclassification of the plant accounts of Reserve Gas Company ; 

(f) Applicant seeks approval of the disposition of the net amount of $900,- 
258.17 classified as of January 1, 1989, in its Account 107, gas plant adjust- 
ments, as follows: 

To Account 258, other .reserves, representing the partial disposi- 

tion of an amount resulting from the capitalization of stock 

issued for properties at an amount in excess of the net book 

cost of the properties as reflected in the books of a predeces- 

sor company .__ $69,135.52 
To Account 110, other physical property, representing the cos 

of land, coal property and a few oil wells 410,916.95 
To Account 250.1, reserve for depreciation of gas plant, represent- 

ing unrecorded retirements 
To Account 250.2, reserve for amortization and depletion of pro- 

ducing natural gas land and land rights representing adjust- 

ments of operated leasehold accounts to reflect proper orig- 

inal cost 1(210,604.71) 
To Account 250.8, reserve for abandoned leases, representing 

adjustments of unoperated leasehold accounts to reflect proper 

original cost *(149,080.56) 
To Account 271, earned surplus, representing: 

(i) Disposition of portion (not covered by 
charge to Account 258) of an amount 
resulting from the capitalization of 
stock issued for properties at an 
amount in excess of the net book cost 
of the properties as reflected in the 
books of a predecessor company $25,679.23 
(ii) Reversal of arbitrary write-downs *(1,463,261.39) 
(iii) Correction of miscellaneous accounting er- 
rors, net 87,306.15 +(1,350,276.01) 

(g) Applicant seeks approval of the disposition of the net credit amount 
of $246,463.62 classified as of December 30, 1989, in its Account 107, gas plant 
adjustments, by reclassification of accounts relating to the former Reserve 
Gas Company property, as follows: 

To Account 110, other physical property, representing the cost 

of land and coal property $44,701.50 
To Account 250.1, reserve for depreciation of gas plant, repre- 

senting unrecorded retirements 257,416.63 
To Account 250.2, reserve for amortization and depletion of pro- 

ducing natural gas land and land rights, representing adjust- 

ments of operated leasehold accounts to reflect proper original 

cost 4(48,070.75) 
To Account 250.8, reserve for abandoned leases, representing ad- 

justments of unoperated leasehold accounts to reflect proper 

original cost 4(12,951.75) 
To Account 271, earned surplus, representing chiefly reversal 

of arbitrary write-downs (487,559.25) 


1 Throughout this order, parentheses around figures indicate credit amounts. 
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The Commission finds that: 

The dispositions of the amounts classified in Account 107 referred to in 
paragraphs (f) and (g) hereof are reasonable and appropriate for the pur- 
poses of the Natural Gas Act; 

The Commission orders that: 

(A) The dispositions of the amounts classified by Hope Natural Gas Com- 
pany in Account 107, gas plant adjustments, in the manner described in para- 
graphs (f) and (g) hereof be and the same hereby are approved; 

(B) The applicant submit within thirty days from the date of this order 
certified copies of journal entries effectuating compliance with the require- 
ments of paragraph (A) of this order. 


Order confirming and approving rates for sale of electric 
energy to Montana—Dakota Utilities Co. 


Fort Peck Project, Missouri River, Montana 
(Docket No, IT-5932) 
April 6, 1945 


The Bureau of Reclamation on December 18, 1944, submitted for confirmation 
and approval by the Federal Power Commission pursuant to the Fort Peck 
Act (52 Stat. 408), as amended, a schedule of rates and charges for the sale 
of electric energy, produced at the Fort Peck Project set forth as a proposed 
contract with Montana—Dakota Utilities Co. and designated in the Commis- 
sion’s files as Fort Peck Project rate schedule FPC No. 9; 

It appears that: 

(a) At present there is one generating unit of 35,000 kw capacity installed 
and in operation at the Fort Peck Project. A second unit of 15,000 kw capacity 
has been manufactured and installation is contemplated in the near future. 
The proposed contract with Montana—Dakota Utilities Co. is to be effective 
for a 15-year period from the date of initial service, and provides one sched- 
ule of rates until the second generating unit is installed and until an addi- 
tional point of 57,000-volt delivery is established near Bainville, Montana, or 
Williston, North Dakota, (the first period) and another schedule thereafter 
(the second period). Energy will be delivered to the company at a maximum 
rate of delivery of 10,000 kw, of which 5,000 kw is designated as firm power. 
The company has the option, during the first six years of the contract, of 
increasing the contract demand or the firm power up to 15,000 kw, provided 
the Bureau of Reclamation deems such additional power and energy available; 

(b) The monthly rate for power during the first period will be as follows: 

Demand charge: $0.75 per kw of firm power. 

Energy charge: 3.5 mills per kwh for the first 250 hours’ use per kw 
of firm power and 3 mills per kwh for all additional use. 

Minimum bill: $1.00 per kw of actual maximum demand, but not less 
than $1.00 per kw of the firm power then in effect. 

Discount: Five percent allowed on the demand and energy charges when 
delivery is at 38 kv or higher. 

Metering adjustment: If delivery is made at 83 kv or higher, but metered 
on the low voltage side of the customer’s substation, the meter readings 
will be increased by 2 percent to compensate for transformer losses. 

Delivery is to be made at 57 kv at a substation to be constructed by the 
United States near Glendive, Montana, and at such other points as may be 
agreed upon. 
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The company is to furnish as standby service to the Bureau of Reclamation, 
for loads of the United States or customers of the latter served from the 
company’s transmission system, such power as it has available over and above 
its own requirements, which standby service will be paid for at the rate per 
kwh equal to the actual average cost per kwh of energy supplied to the com- 
pany in the billing period invoived ; 

(c) The monthly rate for power during the second period will be as follows: 

Demand charge: $0.75 per kw of 30-minute integrated maximum demand, 
defined as the total demand on the company’s power system less 90% 
of the sum of all loads of the United States and its customers, other 
than the company, being served from the company’s power system, 
applicable to the firm power (initially 5000 kw) and power in excess 
of the company’s generating capacity. 

Energy charge: 3.5 mills per kwh for the first 250 hours’ use of the 
maximum rate of delivery and 3 mills per kwh for all additional use. 

Minimum bill: $1.00 per kw of actual maximum demand, but not less 
than $1.00 per kw of the firm power then in effect. 

Discount : Five percent allowed on the demand and energy charges 
when delivery is at 33 kv or higher. 

Metering adjustment: If delivery is made at 33 kv or higher, but metered 
on the low voltage side of the customer’s substation, the meter readings 
will be increased by 2 percent to compensate for transformer losses. 

The company will not be obligated to furnish the standby service mentioned 
in paragraph (b) above except within ten days after it is requested to do so; 

(d) The proposed contract further provides that the company will grant 
a license to the United States to transmit electric power over that part of its 
transmission system having an operating voltage of 13.2 kv or higher for 
delivery to customers of the United States. Such customers are to be confined 
to those using energy for irrigation and drainage pumping, R.E.A. cooperatives 
and other non-profit organizations serving farm or rural customers, and war 
plants having a normal load of 1,000 kw or more. The charges to be paid 
by the United States for this service are based on a price per kwh trans- 
mitted, in accordance with a specified schedule based upon voltage of the 
facilities utilized and ratio of the energy transmitted for the United States 
to that purchased from the United States. The maximum charge for this 
service over the company’s system lying along the Missouri and Yellowstone 
Rivers between Wolf Point and Forsyth, Montana, shall not exceed $27,000 
for any one year; 

(e) The company agrees that certain of its irrigation, pumping and rural 
electric service customers as listed in the proposed contract by name may be 
served by the United States; 

(f) The contract further provides that the company shall pass on to its 
customers in eastern Montana and Western North Dakota, through appropriate 
rate reductions, any and all savings, as determined by the company with the 
approval of the Secretary of the Interior, which accrue to the company by 
reason of the purchase of energy under the contract. The company agrees 
to make effective such rate reductions through new or revised rate schedules 
within 90 days after delivery of energy under the contract, and failure to do 
so subjects the contract to cancellation at the option of the United States; 

(g) Notice of the proposed contract and the rates contained therein was 
sent to interested state officials and published in the Federal Register on 
March 6, 1945 (10 F. R. 2524). No protests or requests for hearing thereon 
have been received ; 





898 FEDERAL POWER COMMISSION 


The Commission finds that: 

Under the circumstances the above described rate schedule should be con- 
firmed and approved ; 

The Commission orders that: 

The schedule of rates and charges set forth in the proposed contract, des- 
ignated in the Commission’s files as Fort Peck Project rate schedule FPC No. 
9, is hereby confirmed and approved; provided, however, that such action shall 


not be construed as approval of any other terms and conditions contained in 
said contract. 


Order conjirming and approving rate schedules for sale of electric energy 
Fort Peck Project, Missouri River, Montana 
(Docket No. IT-5891) 
April 6, 1945 


The Bureau of Reclamation on November 16, 1944, submitted for confirma- 
tion and approval by the Federal Power Commission pursuant to the Fort 
Peck Act (52 Stat. 408), as amended, schedules of rates for the sale of elec- 
tric energy produced at the Fort Peck Project, covering the sale of (1) firm 
power service, (2) seasonal irrigation pumping service, (3) dump power 
service, and (4) commercial service, designated in the Commission’s files as 
Fort Peck Project rate schedules FPC Nos. 5, 6, 7, and 8, respectively; 

It appears that: 

(a) The Firm Power Service rate schedule (FPC No. 5) is to be available 
to wholesale power customers for light and power service supplied through 
one meter at one point of delivery. It is not applicable to standby or auxiliary 
service, or to the sale of dump energy. The monthly rate is: 

Demand charge: $0.75 per kw of billing demand 

Energy charge: $0.35 per kwh for the first 250 hours’ use per kw of 
billing demand 

$0.30 per kwh for all additional use 

Minimum monthly bill: $1.00 per kw of contract demand 

Discount: Five percent on demand and energy charges if delivery is 
made at transmission voltage of 33 kv or higher 

Metering adjustment: If delivery is made at 33 kv or higher but metered 
at the low voltage side of customers’ substation, the meter readings 
shall be increased by two percent to compensate for transformer losses 

Billing demand: The highest 80-minute integrated demand measured 
during the month 

(b) The Seasonal Irrigation Pumping Service rate schedule (FPC No. 6) is 
to be available during the months of March to October, inclusive, for use in 
the operation of irrigation and drainage pumping plants on irrigation projects, 
financed wholly or in part by the United States. Energy is to be supplied 
through one meter at one point of delivery at irrigation pumping plants at 
2.5 mills per kwh for all energy used. There is to be no demand charge for 
this service. The minimum bill will be determined by contract provision; 

(c) The Dump Power Service rate schedule (FPC No. 7) is to be available 
to customers normally maintaining sufficient generating facilities to supply their 
energy requirements when dump energy is not available. The rate is 2.5 mills 
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per kwh. There is to be no demand charge and the minimum bill will be 
determined by contract provision ; i 

(d) The Commercial Service rate schedule (FPC No. 8) is to be available 
in Fort Peck, Montana, for commercial and general service at delivery 
voltages of 115 and 230 volts with a monthly rate of 2c per kwh for all energy 
used. There is to be no demand charge and no minimum bill; 

(e) Notice of the proposed rate schedules was sent to interested State 
officials and published in the Federal Register on March 6, 1945 (10 FP. R. 2524), 
and no protests or requests for hearing thereon have been received ; 

The Commission finds that: 

Under the circumstances the above described rate schedules should be con- 
firmed and approved ; 

The Commission orders that: 

The proposed rate schedules, designated in the Commission files as Fort 
Peck Project rate schedules FPC Nos. 5, 6, 7, and 8, respectively, are hereby 
confirmed and approved; provided, however, that such action shall not be 
construed as approval of any other terms and conditions contained in any 
contracts which may be entered into thereunder. 


Order approving and directing disposition of amounts 
classified in Accounts 100.5, electric plant acquisition adjustments, 
and 107, electric plant adjustments 


Appalachian Electric Power Company 


April 10, 1945 


It appearing to the Commission that: 

(a) On August 30, 1941, Appalachian Electric Power Company, Roanoke, 
Virginia (hereinafter referred to as the “company”), filed tentative reclassi- 
fication and original cost studies of its electric plant accounts as of January 
1, 1987, pursuant to the requirements of electric plant accounts instruction 
2-D of the Commission’s Uniform System of Accounts Prescribed for Public 
Utilities and Licensees, and the Commission’s order of May 11, 1937, relating 
thereto; 

(b) On April 9, 1948, the company filed revised reclassification and original 
cost studies of electric plant, as of January 1, 1987; 

(c) Commencing in March 1948 and continuing after the filing of the re- 
vised studies referred to in paragraph (b), above, a field examination of the 
company’s studies was made by the staff of this Commission in collaboration 
with the staffs of the State Corporation Commission of Virginia, and the Public 
Service Commission of West Virginia, and thereafter a conference concerning 
proposed staff adjustments was held between representatives of the company 
and the staffs of the respective Commissions ; 

(d) On December 28, 1944, as a result of such conference, the company filed 
further revised reclassification and original cost studies of electric plant as 
of January 1, 1937, and a proposed plan for the disposition of the amounts 
remaining as of December 31, 1943, in Account 100.5, electric plant acquisi- 
tion adjustments, and Account 107, electric plant adjustments ; 

(e) In the revised studies referred to in paragraph (d), above, the Com- 
pany classified in Account 100.5, $29,197,563.12, as representing the excess of 
purchase cost over original cost of acquired properties, and in Account 107, a 
net amount of $11,528,797.92, as follows: 
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Write-ups and other items improperly classified 
in “plant and investments” account in connec- 
tion with property acquisitions ~-_.___-____-_- $55,833,328.48 
Less : 
Portion of above amount removed from 
“plant and investments” on the basis 
of plant inventory as of November 
30, 1982 $42,590,485.29 
Portion of above amount removed from 
“plant and investments” through re- 
tirements of plant and equipment to 
December 31, 1936 4,155,246.82  46,745,732.11 
Balance representing portion of above - 
write-ups, etce., applicable to acquired 
property remaining in plant account 
as OF Games 2, See ook 9,087,596.37 
Other items classified in Account 107: 
Estimated profit on engineering and 
supervision fees paid the associated 
American Gas and Electric Company 
capitalized by Appalachian Electric 
SPIE, = cng cmenesiion 2,400,000.00 
Capital stock expense 41,201.55 2,441;201.55 





Total as of January 1, 1937 11,528,797.92 


(f) In its revised studies the company states that through recorded retire- 
ments and certain other corrections made during the period from January 1, 
1937, to December: 31, 1943, it has disposed of $3,856,054.90 of the aforesaid 
amount of $9,087,596.37 now classified in Account 107, representing write-ups 
and other items pertaining to property acquisitions, leaving a balance of $5,- 
231,541.47 as of December 31, 1943, to be disposed of ; 

(g) Under its plan of disposition referred to in paragraph (d), above, the 
company proposes to dispose of the $36,870,306.14 remaining in Accounts 100.5 
and 107 as of December 31, 1943, as follows: 


To Account 258.18, reserve for possible adjustments to electric 
plant :? 
From Account 100.5 $22,500,000.00 
To Account 270, capital surplus :? 
From Account 100.5 6,697,563.12 
From Account 107 r 5,231,541.47 
To Account 271, earned surplus: 
Wrens . Anant. 200, cccnasaas~reenidl Ribeeiiccniiteha ane titania laa: 2,441,201.55 
36,870,306.14 
(h) The review by the staff of this Commission of the excess over original 
cost disposed of by the company prior to January 1, 1987, and during the 
subsequent period to December 31, 1943, indicates that a portion of the credit 


1 Reserve created pursuant to order of Securities and Exchange Commission dated 
December 12, 1940, authorizing cash contribution of $30,670,473.53 by American Gas 
and Blectric Company (revised to $31,870,473.53) of which $22,500,000 was required to 
be set aside in Account 258.18. 


? Balance in capital surplus account as of November 30, 1944, aggregated $14,557,- 
020.99, representing $9,370,473.53 of the American Gas and Electric Company cash 
contribution made during 1940 and $5,186,547.46 of other capital surplus items. 
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amounts classified by the company in Account 107 is properly classifiable in 
Account 100.5, but inasmuch as under the company's proposals immediate dis- 
position is accomplished of the total adjustment in each account, there is no 
occasion to require the company to reclassify such amounts ; 

(i) The Commission has been advised that the State Corporation Com- 
mission of Virginia and the Public Service Commission of West Virginia have 
approved the company’s proposals above-referred to ; 

The Commission finds that: 

The proposed dispositions referred to in paragraph (g), above, are reason- 
able and appropriate for the purposes of the Federal Power Act ; 

The Commission orders that: 

(A) The dispositions of the $29,197,563.12 in Account 100.5 and of the 
$7,672,748.02 in Account 107 in the manner described in paragraph (g), above, 
be and the same hereby are approved and directed ; 

(B) The company submit within thirty days from the date of this order 
certified copies of the entries effectuating compliance with the requirements of 
paragraph (A) of this order; 

(C) The provisions of this order shall not be construed as dispensing with 
the necessity for full compliance with the Public Utility Holding Company Act 
of 1935, or the rules, regulations and orders issued by the Securities and 
Exchange Commission. 


Order authorizing issuance of bonds 
Montana-Dakota Utilities Co. 
(Docket No. IT-5989) 

April 13, 1945 


Montana-Dakota Utilities Co. (hereinafter referred to as applicant), a cor- 
poration having its principal business office at Minneapolis, Minnesota, on 
March 23, 1945, filed an application and on April 2, 1945, filed an amendment 
thereto, for an order, pursuant to section 204 of the Federal Power Act, au- 
thorizing the issuance of $10,000,000 principal amount of first mortgage bonds, 
consisting of $2,500,000 first mortgage 2% serial bonds and $7,500,000 first 
mortgage 3% sinking fund bonds; 

It appears to the Commission from the verified application, as amended, 
that: 

(a) The applicant proposes to issue $2,500,000 principal amount of first 
mortgage 2% bonds, due serially April 1, 1946, to 1953, inclusive, and $7,500,- 
000 principal amount of first mortgage 3% sinking fund bonds, due April 1, 
1965. Both issues are to be dated April 1, 1945. The serial bonds will be re- 
tired at the rate of $300,000 annually through 1949, and thereafter at the rate 
of $325,000 annually through 1953. Beginning in 1954, the sinking fund bonds 
will be called in amounts ranging from $350,000 to $475,000 annually so that 
$4,500,000 will have been retired as of April 1, 1964, leaving a balance of 
$3,000,000 due at maturity; 

(6) The applicant under dates of March 16 and 17, 1945, published adver- 
tisements inviting underwriting proposals. The underwriting contract, under 
which the bonds will be, sold, was submitted in accordance with such adver- 
tisements and was selected by the applicant as being the most advantageous 
from the standpoint of price and other factors. No finders’ fees are to be paid: 

(c) In aecordance with the underwriting agreement, the first mortgage 
3% sinking fund bonds will be offered to the public at 102.625%. The agree- 


. 
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ment also provides for an underwriting commission of 1.125% resulting in 
a net price to the company of 101.50%. The prices to the public on the first 
mortgage 2% serial bonds will range from 100.99¢% for the series maturing 
April 1, 1946 to 99.27% for the series maturing April 1, 1953. The under- 
writing discount on the 2% serial bonds will be 0.25%. The total net proceeds 
to the company on the combined issues will be approximately $10,084,112.50 
after deducting financing expenses estimated by the applicant in the amount 
of $48,550; 

(d) The net proceeds received from the sale of said bond issues, together 
with other cash from the general funds of the company, will be applied to the 
redemption of applicant’s $10,085,000 presently outstanding first mortgage 
bonds consisting of $1,847,000 first mortgage 244% serial bonds due 1945 to 
1950, and $8,238,000 first mortgage 344% sinking fund bonds, due 1961 and 
1962. The proposed bond issues, upon completion of the proposed refinancing, 
will constitute the only funded debt of the applicant, and will result in an 
annual interest saving of approximately $60,000; 

(e) The applicant proposes to charge to earned surplus the redemption 
premiums and unamortized remainder of the debt discount and expense less 
unamortized premium, applicable to the various bonds to be redeemed ; 

(f) Written notice of the application has been given to the Public Service 
Commission of Wyoming, the Montana Board of Railroad Commissioners, the 
North Dakota Public Service Commission, the South Dakota Public Utilities 
Commission, the Minnesota Railroad and Warehouse Commission, and to the 
governor of each of those States. Reasonable notice of the application has been 
given by the publication in the Federal Register on March 30, 1945, of notice 
of application stating that any person desiring to be heard or to make any 
protest with reference to the application should file a petition or protest on or 
before April 12, 1945. No protest or petition or request to be heard in opposi- 
tion to the granting of such application has been received ; 

(g) The Public Service Commission of North Dakota, by order dated April 
6, 1945, in Case No. 4193, granted an application for authority to issue the 
proposed bonds ; 

The Commission having considered said application, as amended, finds that: 

(1) Applicant is a corporation organized and existing under and by virtue 
of the laws of the State of Delaware, and carries on an electric and natural 
gas utility business in the States of Montana, North Dakota and South Dakota, 
and a gas utility business in the State of Wyoming. It owns and operates 
facilities, among others, for the transmission and sale at wholesale of elec- 
tric energy which is transmitted between the States of North Dakota and 
Montana and consumed at points outside the State in which it is generated, 
and facilities in the State of North Dakota for the transmission of electric 
energy in that State, which energy is consumed at points in the Province of 
Saskatchewan, Dominion of Canada, all of which facilities are in addition to, 
and do not include, facilities used for the generation of electric energy, fa- 
cilities used in local distribution or only for the transmission of electric energy 
in intrastate commerce, or facilities for the transmission of electric energy 
consumed wholly by the transmitter. The applicant is, therefore, a public 
utility within the meaning of that term as used in section 204 of the Federal 
Power Act ; 

(2) The proposed bond issues will constitute the issuance of securities 
within the purview of section 204 of the Federal Power Act ; 

(3) Applicant is not organized and operating in a State under the laws 
of which its security issues are regulated by a State commission within the 
meaning of section 204(f) of the Federal Power Act, and the proposed bond 


, 
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issues are, therefore, not exempt by virtue of that section from the require- 
ments of section 204 of the Act; o 

(4) The proposed bond issues will be for a lawful object within the cor- 
porate purposes of the applicant and compatible with the public interest, which 
is appropriate.and is consistent with the proper performance by it of 
service as a public utility, and which will not impair its ability to perform 
that service, and is reasonably appropriate for such purposes; 

The Commission orders that: 

(A) The proposed issuance of $2,500,000 principal amount of first mort- 
gage 2% serial bonds and $7,500,000 principal amount of first mortgage 3% 
sinking fund bonds, upon the terms and conditions and for the purposes speci- 
fied in the application, as amended, be and the same is hereby authorized 
and approved, subject to the provisions of this order ; 

(B) This authorization shall expire unless the transactions hereby au- 
thorized are consummated within 60 days after the date of this order; 

(C) The foregoing authorization is without prejudice to the authority of 
this Commission, or any other regulatory body, with respect to rates, service, 
accounts, valuations, estimates, or determinations of cost, or any other mat- 
ter whatsoever which may come before this Commission, or such other regu- 
latory body, and nothing in this order shall be construed as an acquiescence 
by this Commission in any estimate or determination of cost, or any valua- 
tion of property claimed or asserted ; 

(D) Nothing in this order shall be construed to imply any guarantee or 
obligation on the part of the United States in respect to any securities to 
which this order relates ; 

(E) The applicant shall report with reference to the subject matter hereof 
as required by the Commission’s Rules of Practice and Regulations. 


Order issuing certificate of public convenience and necessity 


Montana-Dakota Utilities Co. 
(Docket No. G-618) 
April 24, 1945 


It appearing to the Commission that : 

(a) On January 22, 1945, Montana-Dakota Utilities Co. (applicant) filed an 
application for a certificate of public convenience and necessity under section 
7 of the Natural Gas Act, as amended, for authority to construct and operate 
one additional 300 horsepower compressor to be installed in applicant’s Saco 
compressor station and two additional 300 horsepower compressors to be in- 
stalled in applicant’s Ft. Peck compressor station, both compressor stations 
being located in Valley County, Montana; 

(b) Applicant is engaged in the production and purchase of natural gas 
in the Baker gas field in Fallon and Wibaux Counties, Montana, and Bow- 
man County, North Dakota, and in the Bowdoin gas field in Valley and 
Phillips Counties, Montana; in the transportation of such gas by means of 
its pipe-line system extending through the States of Montana, North Dakota 
and South Dakota; and in the sale of such gas for ultimate public consump- 
tion for domestic, commercial, industrial and other uses, a substantial part 
of such sales being in states other than those in which it is produced or pur- 
chased ; 


679357—46— 60 





904 FEDERAL POWER COMMISSION 


(c) The construction and operation of such additional compressor facilities 
will not result in any increase in rates or charges for natural gas; 

(d) Applicant is financially able to construct and operate the proposed fa- 
cilities ; 

(e) The War Production Board has granted to applicant preference ratings 
for the compressors in question and necessary materials required for the in- 
stallation of such additional compressor capacity ; 

(f) After written notice to all interested parties and publication of notice 
of the hearing in Volume 10, Federal Register at page 2258, a public hearing 
was held on March 7, 1945, concerning the matters involved and the issues 
presented by the application ; 

(g) No objection was made by any party of record, or otherwise, to the 
installation of the proposed additional facilities ; 

The Commission, having considered the application and the record made 
at the public hearing with respect thereto, finds that: 

(1) The applicant, a Delaware corporation having its principal office at 
Minneapolis, Minnesota, produces and purchases natural gas in Montana and 
North Dakota, transports large quantities of such gas in interstate commerce 
and sells such gas at retail for ultimate public consumption in the States of 
Montana, North Dakota and South Dakota, and is therefore a “natural-gas 
company” within the purview of the Natural Gas Act; 

(2) The facilities described in paragraph (a) above will be used for the 
transportation of natural gas, subject to the jurisdiction of the Commission, 
and the proposed construction and operation thereof are subject to the re- 
quirements of subsections (c) and (e) of section 7 of the Natural Gas Act, 
as amended ; 

(3) The installation and operation of the additional compressors described 
in paragraph (a) above are necessary due to the declining rock pressure in 
the Baker field in Fallon and Wibaux Counties, Montana, and Bowman 
County, North Dakota, which requires the transportation of additional gas 
from the Bowdoin field in Valley and Phillips Counties, Montana, in order to 
serve applicant’s existing markets and provide adequate natural-gas service 
for consumers presently served through the transmission pipe-line system of 
applicant ; 

(4) The construction and operation by applicant of the facilities described 
in paragraph (a) above are and will be required by the present and future 
public convenience and necessity, and a certificate authorizing such proposed 
construction and operation should be issued, as hereinafter ordered and con- 
ditioned ; 

(5) Applicant is able and willing properly to do the acts and perform the 
service proposed and to conform to the provisions of the Natural Gas Act, as 
amended, and the requirements, rules and regulations of the Commission 
thereunder ; 

(6) The estimated cost of providing the additional compressors and re- 
quired appurtenant facilities is $111,000 which will be paid for out of current 
cash assets ; 

The Commission orders that: 

(A) A certificate of public convenience and necessity be and it is hereby 
issued authorizing the construction and operation by the applicant of the 
proposed facilities referred to in paragraph (a) above and more fully de- 
seribed in the application in this proceeding, for the transportation of natu- 
ral gas therein set forth, subject to the jurisdiction of the Commission, upon 
the terms and conditions of this order ; 
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(B) Applicant shall report in writing to the Commission under oath on or 
before November 1, 1945, the completion date of the installation of the fa- 
cilities herein authorized, as well as the date of the commencement of opera- 
tions thereof ; 

(C) This certificate shall not be transferable and is without prejudice to 
the authority of this Commission or any other regulatory body with respect 
to rates, contracts, service, accounts, valuation, estimate or determination of 
cost, or any other matter whatsoever now pending or which may come before 
this Commission or other regulatory body, and nothing herein shall be con- 
strued as an acquiescence by this Commission in any estimate or determina- 
tion of cost or any valuation of property claimed or asserted; 

(D) Nothing herein is to be construed as affecting in any manner the de- 
termination of the service area of applicant under section 7(f) of the Natural 
Gas Act, as amended ; 

(E) This certificate shall be effective as long as applicant continues the 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act, as amended, and any pertinent rules, regulations, or orders hereto- 
fore or hereafter issued by the Commission ; 


(F) Appropriate evidence of the issuance of this certificate shall be fur- 
nished to applicant. 


Order authorizing abandonment of facilities 
Montana-Dakota Utilities Co. 
(Docket No. G—617) 

April 24, 1945 


It appearing to the Commission that : 

(a) On January 22, 1945, Montana-Dakota Utilities Co. (applicant) filed 
an application under section 7(b) of the Natural Gas Act, as amended, for ap- 
proval of the abandonment of 9.594 miles of its 6-inch gas transmission pipe 
line located wholly within Valley County, Montana, and extending from a 
point in Section 3, T. 28 N., R. 39 E., to a point in Section 31, T. 30 N., R. 
38 E.; 

(b) The line which applicant seeks to abandon was laid in 1929 and has 
so deteriorated that it is now out of service. In 1940, the 6-inch line was 
looped by an 8-inch line and that 8-inch line has sufficient capacity to ac- 
commodate all gas now being transported or to be transported in the reason- 
able future to meet applicant’s system requirements, considering the in- 
creased pressure provided by the added compressors at applicant’s Saco and 
Ft. Peck compressor stations for which a certificate of public convenience and 
necessity has been issued in Docket No. G-618; 

(c) The removal of the 6-inch line will not change, impair or interrupt ap- 
plicant’s service to any of its customers ; 

(d) After written notice to all interested parties and publication of notice 
of the hearing in Volume 10, Federal Register at page 2258, a public hearing 
was held on March 7, 1945, concerning the matters involved and the issues 
presented by the application ; 


(e) No objection to the granting of the application was made at the hear- 
ing or otherwise; 
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The Commission, having considered the application and the record made at 
the public hearing with respect thereto, finds that: 

(1) The applicant, a Delaware corporation having its principal office at 
Minneapolis, Minnesota, produces natural gas in Montana and North Dakota, 
transports large quantities of such gas in interstate commerce and sells such 
gas at retail for ultimate public consumption in the States of Montana, North 
Dakota and South Dakota ; 


(2) Applicant is a “natural-gas company” within the meaning of the Natu- 
ral Gas Act; 

(3) Applicant’s integrated transmission pipe-line system is supplied with 
natural gas from the Baker gas field located in Montana and North Dakota 
and from the Bowdoin gas field located entirely within the State of Montana; 

(4) The 9.594 miles of 6-inch gas transmission pipe line located .wholly 
within Valley County, Montana, and extending from a point in Section 38, T. 
28 N., R. 39 E., to a point in Section 31, T. 30 N., R. 38 E., which applicant 
proposes to abandon and remove, has deteriorated to such an extent that such 
pipe line cannot be operated as a part of applicant’s gas transmission system 
without excessive line losses and it is now out of service; that its location 
along and under an improved public highway is such that it cannot be put 
into condition for transmission use at reasonable cost; that the 8-inch loop 
line laid in 1940 and extending between the two termini of the 6-inch line to be 
abandoned provides adequate capacity to meet applicant’s system requirements 
at the increased pressure provided by the additional compressors authorized 
in docket No. G-618; 

(5) The pipe line proposed to be abandoned and removed was formerly 
operated for the transportation in interstate commerce of natural gas for 
ultimate public consumption as an integral part of applicant’s existing inter- 
state pipe-line system and is subject to the requirements of section 7(b) of the 
Act ; 

(6) The proposed abandonment and removal of the pipe line described in 
paragraph (a) above will not impair applicant’s ability to provide gas utility 
service to any of its customers, and applicant proposes to use the pipe and 
other materials recovered from the line for the extension of field gathering 
lines ; 

(7) The present and future public convenience and necessity will permit 
the proposed abandonment and removal of the facilities specified in paragraph 
(a) above; , 

(8) The estimated cost of removing the 6-inch pipe line to be abandoned is 
$12,874.10 and the estimated cost of reconditioning the pipe for use in extend- 
ing field lines is $3,926.25, all of which expense will be defrayed by applicant 
from its current cash assets; 

The Commission orders that: 

(A) Applicant be and it is hereby authorized to abandon and remove the 
9.594 miles of its 6-inch gas transmission pipe line described in paragraph (a) 
above and as more fully shown by the application in this proceeding; 

(B) Within 15 days after the removal of the facilities herein authorized 
is completed, applicant shall advise the Commission in writing, under oath, 
of that fact; 

(C) Nothing contained in this order shall be construed as authority to ex- 
tend, install, construct or operate facilities, nor shall it be construed as a 


waiver of any: requirement of section 7(c) of the Natural Gas Act, as 
amended. 
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Order granting partial eremption from payment of annual 
charges and waiving penalties 
City of Ketchikan, Alaska 
(Project No. 420) 


April 24, 1945 



















































Upon application filed March 31, 1945, by City of Ketchikan, Alaska, 
licensee for project No. 420, for exemption from payment of annual charges 
for the year ended December 31, 1944, pursuant to the terms of section 10(e) 
of the Federal Power Act and the regulations of the Commission thereunder, 
on the ground that part of the power developed by the project was used for 
municipal purposes ; and 

The Commission, having considered the application and the record thereon, 
finds that: 

(1) The licensee is a municipality within the definition in section 3(7) of 
the Federal Power Act, and is entitled to claim exemption from payment of 
annual charges under section 10(e) of the Act; 

(2) The licensee has submitted satisfactory evidence that 7.5623 per cent 
of the power generated by the licensed project during the year ended De- 
cember 31, 1944, was used for municipal purposes, which would entitle the 
licensee to partial exemption from liability for payment of annual charges to 
the extent of $23.60, leaving a balance in the amount of $288.41 for which 
licensee is liable; 

(3) It is consistent with the public interest to waive any penalties aris- 
ing out of delay in filing the application ; and 

It is ordered that: 

(A) The licensee be and it is hereby exempted from liability under the 
license for project No. 420 for payment of 7.5623 per cent of the annual 
charges for the year ended December 31, 1944, or $23.60, leaving a balance 
of $288.41 for payment of which licensee is liable; 

(B) Payment of penalties be and it is hereby waived. 


Order granting partial eremption from payment of annual 
charges and waiving penalties 


City of Tacoma, Washington 
(Project No. 1862) 
April 27, 1945 








Upon application filed April 5, 1945, by City of Tacoma, Washington, 
licensee for project No. 1862, for exemption from payment of annual charges 
for the year ended December 31, 1944, pursuant to the terms of section 10(e) 
of the Federal Power Act and the regulations of the Commission thereunder, 
on the grounds, among others, that the power developed by the project was 
sold to the public without profit, and used for State or municipal purposes; 
and 

The Commission, having considered the application and the record thereon, 
finds that: 

(1) The licensee is a municipality within the definition in section 3(7) of 
the Federal Power Act, and is entitled to claim exemption from payment of 
annual charges under section 10(e) of the Act; 
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(2) The licensee has submitted satisfactory evidence that 1.35 per cent of 
the power generated by the licensed project during the year ended December 
31, 1944, was used by it for municipal purposes, and 0.62 per cent was sold 
to the State of Washington and agencies thereof and used for municipal pur- 
poses, making a total of 1.97 per cent used for municipal purposes, which 
would entitle the licensee to partial exemption from liability for payment of 
annual charges to the extent of $150.16, leaving a balance in the amount of 
$5,485.07 for which the licensee is liable ; 

(3) It is not inconsistent with the public interest to waive any penalties 
arising by reason of delay in filing the application ; and 

It is ordered that: 

(A) The licensee be and it is hereby exempted from liability under the 
license for project No. 1862 for payment of 1.97 per cent of the annual charges 
for the year ended December 31, 1944, or $150.16, leaving a balance of $5,485.07 
for payment of which licensee is liable ; 

(B) Payment of penalties be and it is hereby waived. 


Order issuing certificate of public convenience and necessity 


Hope Natural Gas Company 


(Docket Nos. G-567, G-568) 


May 2, 1945 


It appears to the Commission that : 

(a) Hope Natural Gas Company (applicant) has filed with the Commission 
applications requesting certificates of public convenience and necessity pursu- 
ant to section 7 of the Natural Gas Act, as amended, as follows: 

(1) Application filed August 12, 1944, in docket No. G—567 to authorize the 
construction and operation of a compressor station located near Odaville, 
Jackson County, West Virginia, consisting of the following equipment: 

(i) One 1,000 horsepower’ vertical gas engine with four low-stage compres- 
sors attached thereto and appurtenant facilities ; 

(ii) Buildings consisting of main pumphouse, auxiliary machinery struc- 
ture, and auxiliary machinery consisting of water pumps, air compressor, 
tanks, pipe and fittings and other miscellaneous facilities ; 

(2) Application filed August 12, 1944, in docket No. G—568 to authorize the 
construction and operation of the following described facilities: 

(i) Three high-pressure gas compressors, scrubbers and coolers to re- 
place low-pressure equipment and one 500 horsepower gas engine, gas com- 
pressor and appurtenant equipment at applicant’s existing Fink Compressor 
Station in Lewis County, West Virginia; 

(ii) High-pressure gas compressor to replace low-pressure gas compressor 
at applicant’s existing Marts Compressor Station, in Harrison County, West 
Virginia ; 

(iii) 9.4 miles of 12-inch high-pressure pipeline between Fink Compressor 
Station and Marts Compressor Station ; 

(b) Pursuant to the Commission’s order of November 7, 1944, consolidating 
proceedings and fixing date of hearing on the applications, a public hearing 
was held on December 12, 1944, after appropriate notice thereof, including 

_ publication of the November 7, 1944, order in the Federal Register (9 F. R. 
13,596). No protest or request to be heard with respect to the applications 
has been received ; 
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(c) The War Production Board granted applicant preference ratings for 
the materials required for the construction of the facilities referred to in 
paragraph (a), subparagraphs (1) and (2) hereof; 

(d) The compressor station referred to in paragraph (a), subparagraph 
(1) hereof (known as, and hereinafter referred to as Lee Compressor Sta- 
tion), located in approximately the center of Jackson County, West Virginia, 
was constructed during the period from July to September, 1943, and was 
placed in operation during the latter mentioned month. This station is lo- 
eated adjacent to applicant’s transmission pipeline H-255, which line starts 
at the Jackson County-Kanawha County line and extends through the com- 
plete length of the Jackson County Oriskany sand gas field, and is utilized by 
applicant to transport natural gas produced from the field to supply general 
market demands. The Oriskany sand gas wells, when the Jackson County 
field was brought in early in 1941, had rock pressures of approximately 1,850 
pounds. During 1942 and the early part of 1948 this field was heavily pulled 
and the rock pressure steadily declined until in August 1943 it was down to 
260 pounds. At rock pressure of 260 pounds the natural gas produced in the 
Jackson County Oriskany sand gas field would not feed into applicant’s line 
H-255 against the high line pressure which applicant is required to maintain 
in its transmission system in order to supply market demands; 

(e) The construction and operation of Lee Compressor Station has enabled 
applicant to withdraw natural gas from the Jackson County Oriskany sand 
gas field which otherwise would not have been obtainable due to the high 
pressure in applicant’s line against which the Oriskany wells were required 
to deliver. From the time Lee Compressor Station was placed in operation 
in September 1943 until the end of November 1944 it had pumped 7,259,000 
M.c.f. of natural gas withdrawn from the Oriskany wells in the area, and 
applicant represents that, to the full extent of the volume of gas pumped, 
reduction in deliveries to supply general market demands was averted. Ap- 
plicant estimates the future recoverable reserves available to it from the 
Jackson County field to be between 7,000,000 and 9,000,000 M.c.f. and repre- 
sents that such volume will be withdrawn by the end of 1946 and pumped 
at Lee Compressor Station ; f 

(f) Upon the depletion of the Jackson County field, applicant represents 
that Lee Compressor Station will be utilized in conjunction with existing fa- 
cilities, and facilities which applicant contemplates constructing, as a relay 
station to pump northward through its system gas received from Tennessee 
Gas and Transmission Company and to increase the deliverability of trans- 
mission pipeline H-255 from present deliverability of 20,000 M.c.f. per day 
to 35,000 M.c.f. per day. The operation of Lee Compressor Station in such 
manner, upon exhaustion of the Jackson County field, will enable applicant 
to maintain adequate service, and to meet its general market demands; 

(g) The facilities referred to in paragraph (a), subparagraph (2) hereof 
were constructed and operated by applicant over a period of time beginning 
in the summer of 1942 and ending in the fall of 1948, and are used in con- 
nection with the operation of applicant’s Fink Storage Pool located in Lewis 
County, West Virginia. The facilities are utilized to pump gas into the storage 
field during summer months, and to withdraw gas from storage during periods 
of peak demand. By the installation of the facilities, applicant has increased 
the maximum deliverability of Fink Storage Pool from 14,000 M.c.f. per day 
to approximately 60,000 M.c.f. per day, and estimates that maximum daily 
deliverability may be further increased dependent upon the volume of gas 
in storage during future periods of peak demand ; 
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(h) The facilities referred to in paragraph (@) and subparagraphs (1) 
and (2) hereof are integral parts of applicant’s general system of transmis- 
sion and storage facilities in the State of West Virginia, and were installed 
to enable applicant to meet existing general market demands. The con- 
tinued operation of the facilities is required for the maintenance of adequate 
service to customers presently served by applicant ; 

The Commission, having considered the applications herein, the record made 
in the public hearing with respect thereto, finds that: 

(1) Hope Natural Gas Company, a West Virginia corporation having its 
principal place of business at Clarksburg, West Virginia, is engaged in the 
transportation of natural gas in interstate commerce, the sale in interstate 
commerce of natural gas for resale for ultimate public consumption and is 
a natural-gas company within the meaning of the Natural Gas Act; 

(2) The facilities referred to in paragraph (a) subparagraphs (1) and (2) 
hereof are facilities for the transportation of natural gas in interstate com- 
merce and the sale in interstate commerce of natural gas for resale for 
ultimate public consumption and are, therefore, subject to the jurisdiction of 
the Commission and the requirements of section 7 of the Natural Gas Act, as 
amended ; 

(3) Applicant is able and willing properly to do the acts and perform the 
service proposed and to conform to the provisions of the Act and the re- 
quirements, rules and regulations of the Commission thereunder ; 

(4) The continued operation of the facilities referred to in paragraph (a), 
subparagraphs (1) and (2) hereof is and will be required by the present 
and future public convenience and necessity and a certificate therefor should 
be granted as hereinafter ordered ; 

The Commission orders that: 

(A) A certificate of public convenience and necessity be and it hereby is 
issued authorizing the operation by Hope Natural Gas Company of the facili- 
ties described in paragraph (@), subparagraphs (1) and (2) hereof, all as 
more fully described in its applications and exhibits appended thereto, for 
the transportation and sale of natural gas set forth therein, subject to the 
jurisdiction of the Commission, upon the terms and conditions of this order; 

(B) This certificate shall not be transferable and is without prejudice to 
the authority of this Commission or any other regulatory body with respect 
to rates, service, accounts, valuation, estimate or determination of cost, or any 
other matter whatsoever now pending or which may come before this Com- 
mission or other regulatory body, and nothing herein shall be construed as 
an acquiescence by this Commission in any estimate or determination of cost 
or any valuation of property claimed or asserted ; 

(C) Nothing herein is to be construed as affecting in any manner the de- 
termination of the service area of applicant or of any other natural-gas com- 
pany under section 7(f) of the Natural Gas Act ; 

(D) This certificate shall be effective as long as applicant continues the 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act and any pertinent rules, regulations or orders heretofore or here- 
after issued by the Commission ; 

(E) Appropriate evidence of the issuance of this certificate shall be fur- 
nished to applicant. 
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Order granting petition to withdraw application 
and terminate proceeding thereon 


Kentucky Natural Gas Corporation 
(Docket No. G—558) 
May 2, 1945 


It appearing to the Commission that: 

(a) On June 24, 1944, Kentucky Natural Gas Corporation (applicant) filed 
an application for a certificate of public convenience and necessity under sec- 
tion 7 of the Natural Gas Act, as amended, to authorize the construction and 
operation of approximately 18 miles of 16-inch transmission pipe line, ex- 
tending from Russellville, Kentucky, in a southerly direction to a proposed 
point of connection with the pipe line of the Tennessee Gas and Transmission 
Company ; 

(b) On October 3, 1944, an order was entered consolidating for the pur- 
pose of hearing, the above-docketed matter with another application of ap- 
plicant (docket No. G—553) and the applications of Louisville Gas and Blectric 
Company (docket No. G-565) and Tennessee Natural Gas Lines, Inc. (docket 
No. G-—575), and ordering that a public hearing be held on such applications 
commencing October 19, 1944; 

(c) Applicant filed an amended application on October 19, 1944, withdraw- 
ing temporarily so much of its application in this proceeding as seeks the issu- 
ance of a certificate of public convenience and necessity to construct and 
operate the facilities described in paragraph (@), above, and asking that it be 
granted a certificate of public convenience and necessity under section 7 of 
the Natural Gas Act, as amended, to operate the physical connection existing 
between the pipe line of applicant and the pipe line of Tennessee Gas and 
Transmission Company during the winter of 1944-45, together with an order 
directing Tennessee Gas and Transmission Company to sell to it approximately 
5,000 M.c.f. of natural gas per day: 

(d) On December 16, 1944, applicant was granted temporary authorization 
to operate such existing connection with the pipe line of the Tennessee Gas 
and Transmission Company until April 1, 1945; 

(e) On April 14, 1945, applicant filed an application (docket No. G—634) 
for a certificate of public convenience and necessity pursuant to section 7 of 
the Natural Gas Act, as amended, to authorize the construction and operation 
of 25 miles of 10-inch natural-gas pipe line extending from Russellville, Ken- 
tucky, in a southerly direction to a proposed point of connection with the 
pipe line of the Tennessee Gas and Transmission Company at or near Green- 
brier, Tennessee ; 

(f) On April 14, 1945, applicant filed a motion requesting that its applica- 
tion in this proceeding filed on June 24, 1944, as amended and supplemented, 
be withdrawn ; 

The Commission orders that: 

(A) The motion for leave to withdraw the application filed in this pro- 
ceeding on June 24, 1944, as supplemented and amended, be and it is hereby 
granted without prejudice; 

(B) The proceeding in this matter be and it is hereby terminated without 
prejudice. 
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Order dismissing application 


New York Power and Light Corporation 
(Docket No. IT-5938) 
May 4, 1945 


New York Power and Light Corporation (hereinafter referred to as the 
applicant) having its principal business office in Albany, New York, on March 
20, 1945, applied for an order pursuant to section 208 of the Federal Power 
Act authorizing and approving the sale of applicant’s substation located in 
the town of Carmel, New York, to New York State Electric & Gas Company, 
or in the alternative dismissing the application ; 

It appears to the Commission from the application and exhibits thereto, 
and materials on file with the Commission referred to therein that: 

(a) Applicant proposes to sell to New York State Electric & Gas Company, 
a non-affiliated company, under an agreement dated January 31, 1945 (a copy 
of which is set forth as Exhibit A), certain of its electric facilities located 
in the town of Carmel, New York, described in the application as the “Carmel 
Substation,” including the land on which they are located, for a cash con- 
sideration of $200,000; 

(b) The substation proposed to be sold is presently used by applicant for 
sale of electric energy to New York State Electric & Gas Company. By means 
of its distribution facilities in the vicinity of the Carmel Substation supplied 
in part with energy from that substation, New York State Electric & Gas 
Company serves, among others, ,nineteen consumers who purchase electric 
energy within the State of New York but consume all or part of such energy 
across the State boundary in the State of Connecticut. During 1944 the sales 
to these consumers totaled 34,852 kilowatt-hours and the total revenue there- 
from was $1,142.67. All of the rest of the energy flowing through the Carmel 
Substation is generated and consumed wholly within the State of New York; 

(c) In its annual report to the Commission for the year 1944, applicant 
states that the total sales of energy to New York State Electric & Gas Com- 
pany at the Carmel Substation amounted to 26,291,000 kilowatt-hours ; 

(d) Written notice of the aforesaid application has been duly given to the 
Public Service Commission of New York and the Governor of the State of 
New York. Notice of the application was also published in the Federal Register 
on March 24, 1945; 

The Commission, having considered the aforesaid application, exhibits and 
materials above referred to, finds that: 

None of the energy flowing through the Carmel Substation originates out- 
side the State of New York and, while an insignificant and trivial portion of 
that energy thereafter moves across the New York-Connecticut State boun- 
dary, such interstate movement constitutes “local distribution’ rather than 
“transmission” of such electric energy within the meaning of the Act. Hence 
the Carmel Substation is not a facility for transmission or sale at wholesale 
of electric energy in interstate commerce within the meaning of the Federal 
Power Act, and the proposed sale thereof is not subject to the requirements 
of section 208 of that Act; 

The Commission orders that : 

The application be and the same hereby is dismissed for want of jurisdic- 
tion. 
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Order approving rates for sale of electric energy for 
Norfork Dam Project fora limited period 


Southwestern Power Administration 
(Docket No. IT-5935) 
May 4, 1945 


The Secretary of the Interior on February 15, 1945, submitted for approval 
by the Federal Power Commission, pursuant to the provisions of Executive 
Orders 9366 and 9373, two schedules of rates for the sale, by the Southwestern 
Power Administration, of electric energy produced at the Norfork Dam Project 
on the North Fork of the White River in the State of Arkansas, designated 
in the Commission’s files as Southwestern Power Administration rate sched- 
ules FPC Nos. 7 and 8; 

It appears that: 

(a) Southwestern Power Administration is an agency of the United States 
established in the Department of the Interior by Order No. 1865 of the Secre- 
tary of the Interior dated August 31, 1943 (8 Fed. Reg. 12142) to execute the 
purposes of Executive Order No. 9353 of June 19, 1943 (8 Fed. Reg. 8587) 
and Executive Order No. 9866 of July 30, 1943 (8 Fed. Reg. 10699), as sup- 
plemented by Executive Order No. 9373 of August 30, 1948 (8 Fed. Reg. 
12001), with respect to the disposition of electric power from the Denison 
Dam Project and the Norfork Dam Project and the operation and disposition 
of power from the Grand River Dam Project ; 

(b) Rate schedule FPC No. 7 is for the sale of firm power and rate 
schedule FPC No. 8 is for the sale of secondary power. Both rates are only 
available at the plant site of the Norfork Dam until July 1, 1949, or until 
six months after the cessation of hostilities, whichever is the earlier. The 
Government may terminate the schedules on eighteen months’ written notice 
to its customers, if the Government should start the installation of an addi- 
tional generating unit at Norfolk; 

(c) Rate schedule FPC No. 7 provides in substance that it shall be ap- 
plicable to any wholesale power customer who, if the purchase is for resale, 
will agree to pass on the benefits of the proposed rate schedules in a manner 
satisfactory to the Government; that the customer must purchase 9,000,000 
kilowatt-hours per month, as scheduled by the customer, but at a rate of 
taking not in excess of 35,000 kilowatts or less than 10,000 kilowatts, or 
such lesser amounts as remain if the Government exercises its option to re- 
capture; and that the rate shall be $35,000 per month as a demand charge, 
less $1.00 per kilowatt recaptured by the Government, plus an energy charge 
of 1.11 mills per kilowatt-hour. The minimum demand and energy require- 
ments under this rate schedule are subject to a provision that the Govern- 
ment may recapture up to 15,000 kilowatts of the present capacity of the 
project and 3,500,000 kilowatt-hours of energy per month for sale to other 
customers ; 

(d) Rate schedule FPC No. 8 for the sale of secondary energy provides 
that it shall be applicable to customers taking service under the firm power 
rate, (FPC No. 7) and that the customer shall take all secondary energy 
whenever offered by the Government and not needed for firm power commit- 
ments and not required for coordinate operations of the Norfork Dam, Denison 
Dam and Grand River Dam Projects. The rate shall be 2.5 mills per kilowatt- 
hour for such energy taken between 8:00 a.m. and 6:00 p.m., except Sundays 
and holidays, during June and through December; 2.0 mills per kilowatt- 
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hour for such energy taken between 8:00 a.m. and 6:00 p.m., except Sundays 
and holidays, during January through May; and 1.0 mill per kilowatt-hour 
for such energy taken at all other times; 

(e) The Southwestern Power Administration has negotiated a proposed 
contract with Arkansas Power & Light Company, which is based on the above 
rate schedules. This contract states that the Government does not now have 
the transmission and distribution facilities necessary to serve customers 
directly with the energy generated by the Norfork Dam Project, and under 
existing war conditions it would not be in the public interest to construct 
additional facilities because of the necessity of using in such construction 
critical materials which are urgently needed elsewhere in the prosecution of 
the war; that the company now owns and has in operation transmission and 
distribution facilities in Arkansas which will be interconnected with the 
Norfork Dam Project through which the power and energy generated by the 
Norfork Dam Project can be marketed. The contract further states that the 
Government and the company desire to coordinate and fully use their respec- 
tive generating and distribution facilities and at the same time make avail- 
able, through rate reduction, the benefits resulting from the construction and 
cperation of the Norfork Dam Project. The contract provides that the com- 
pany will reduce its present rate of charges for electric service to the United 
States, its agencies and industries or activities financed in whole or in part by 
the United States (excepting REA cooperatives) by a total of $150,000 per 
year and that it will establish a ceiling price of 6 mills or less per kilowatt- 
hour for Rural Electric Cooperatives having a load factor in excess of 35%; 

(f) Notice of the proposed rate schedules and the proposed contract was 
sent to interested State officials and published in the Federal Register on 


March 6, 1945 (10 F. R. 2525), and no protest or request for hearing thereon 
has been received ; 


The Commission finds that: 

Under the circumstances the above-described rate schedules should be 
approved ; 

The Commission orders that: 

Proposed rate schedules, designated in the Commission files as Southwestern 
Power Administration rate schedules FPC Nos. 7 and 8, are hereby approved, 
provided, however, that such action shall not be construed as approval of 
any other terms or conditions contained in any contracts which may be en- 
tered into thereunder. 


Order authorizing abandonment of facilities and 
granting request to withdraw application 


Hope Natural Gas Company 


(Docket Nos. G-569, G-570, G-571, G-572, G-578, G-581, G-582) 
May 8, 1945 


It appears to the Commission that: 

(a) Hope Natural Gas Company (applicant) has filed with the Commis- 
sion applications for authority pursuant to section 7(b) of the Natural Gas 
Act to abandon and remove facilities as follows: 

(1) Application filed August 12, 1944, in docket No. G—569, for permission 
and approval to abandon and remove one 1,625 horsepower Snow engine to 
which is attached one 254%,” x 60” gas compressor and appurtenant piping 
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equipment at applicant’s Hastings Compressor 
County, West Virginia ; 

(2) Application filed August 12, 1944, in-docket No. G-570, for permission 
and approval to abandon and remove applicant’s Kinsey Compressor Station 
located in Marion County, West Virginia. The equipment in this station 
consists of : 

(i) One 15” x 24” 80 horsepower Clark and Norton gas engine to which is 
attached one 13” x 24” Clark and Norton compressor ; 

(ii) Appurtenant equipment consisting mainly of water pumps, air com- 
pressor, tanks, miscellaneous station piping and structures ; 

(3) Application filed August 12, 1944, in docket No. G-571, for permis- 
sion and approval to abandon and remove two 150 horsepower Bessemer gas 
engines to which are attached two gas compressors, one 6” x 12” Gould 
water pump and appurtenant piping equipment at applicant’s Hawkins Com- 
pressor Station located in Marion County, West Virginia ; 

(4) Application filed August 12, 1944, in docket No. G-572, for permission 
and approval to abandon and remove applicant’s Macfarlan Compressor Sta- 
tion located in Ritchie County, West Virginia. The equipment in this com- 
pressor station consists of: 

(i) One 16” x 20” 80 horsepower Clark Brothers gas engine to which is 
attached one 11” x 20” Clark and Norton compressor ; 

(ii) Gas scrubber, air compressor and engine, tanks, structures and appur- 
tenant piping equipment ; 

(5) Application filed August 12, 1944, in docket No. G-573 for permission 
and approval to abandon and remove one 20” x 36” 500 horsepower National 
Transit gas engine to which is attached one 17” x 36” gas compressor. Ap- 
purtenant equipment consisting mainly of miscellaneous station piping, gas 
cooler and part of pumphouse structure at applicant’s Smithburg Compressor 
Station located in Doddridge County, West Virginia ; 

(6) Application filed September 27, 1944, in docket No. G-581, for permis- 
sion and approval to abandon and remove applicant’s Coxs Mills Compressor 
located in Gilmer County, West Virginia. The equipment in this compressor 
station consists mainly of: 

(i) One 14” x 20” 60 horsepower Clark and Norton gas engine to which is 
attached one 9” x 20” Clark Brothers compressor ; 

(ii) Appurtenant equipment consisting mainly of: 

Water pumps, air compressor, tanks, miscellaneous station piping, valves 
and structures ; 

(7) Application filed September 27, 1944, in docket No. G-—582, for permis- 
sion and approval to abandon and remove applicant’s Indian Creek Compressor 
Station located in Monongalia County, West Virginia. The equipment in this 
compressor station consists of: 

(i) Two 15” x 24” 80 horsepower Clark and Norton gas engines to which 
are attached two 10” x 24” Clark and Norton compressors ; 

(ii) Two 14” x 20” 60 horsepower Clark and Norton gas engines to which 
are attached two Clark and Norton compressors, sizes 12” x 20” and 14” x 20”; 

(iii) Appurtenant equipment consisting mainly of: Air compressors and 
engines, tanks, boiler, generator equipment, miscellaneous station piping, valves 
and structures ; 

(b) Pursuant to the Commission’s order of November 7, 1944, consolidating 
proceedings and fixing date of hearing on the applications, a public hearing 
was held on December 12, 1944, after appropriate notice, including publication 
of the November 7, 1944, order in the Federal Register (9 F. R. 13,596). No 
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protest or request to be heard with respect to the applications has been re- 
ceived ; 

(c) The gas compressor unit referred to in paragraph (a), sub-paragraph 
(1) hereof (G-569), finally abandoned and removed during the year 1943, 
was one of four similar units installed in applicant’s Hastings Compressor 
Station during the years 1902 and 1903, and placed in operation late in 1903. 
These units were operated almost continuously until 1925, and since that 
time have been considered largely as standby units for use during periods 
of peak demand to meet general system requirements. During the year 1940 
it became impossible for applicant to secure repair parts to maintain the four 
units, so that whenever a breakdown of one of the other engines occurred 
parts were removed from the abandoned unit in order to keep the other three 
operative. In this manner, the unit was progressively abandoned from July 15, 
1940, until the middle of 1948, when such unit, together with appurtenant 
equipment, was finally removed from Hastings Compressor Station; 

(d) The abandoned and removed facilities referred to in paragraph (a), 
sub-paragraph (1) hereof were formerly used for the transportation and sale 
in interstate commerce of natural gas for resale for ultimate public consump- 
tion as an integral part of applicant’s pipe-line system. The abandonment 
and removal of such facilities have not affected applicant’s ability to maintain 
adequate service to any of its customers ; 

(e) Kinsey Compressor Station referred to in paragraph (a), sub-paragraph 
(2) hereof (G-—570), formerly located in Marion County, West Virginia, was 
utilized by applicant to pump casinghead gas gathered from a group of oil wells 
which were owned by Hope Construction and Refining Company, an affiliated 
company, and in proximity to such station. The casinghead gas was purchased 
by applicant from Hope Construction and Refining Company, and was trans- 
ported and sold in interstate commerce for resale for ultimate public con- 
sumption ; 

(f) During 1943, Hope Construction and Refining Company disposed of the 
oil wells referred to in paragraph (e) hereof to South Penn Natural Gas 
Company. The latter company diverts the casinghead gas produced in connec- 
tion with the operation of the acquired oil properties through its own pipe-line 
system for delivery to applicant, thus terminating the need for applicant to 
maintain and operate Kinsey Compressor Station. The removal of this station 
was commenced by applicant in the fall of 1943 and completed early in 1944; 

(g) The abandoned and removed facilities described in paragraph (a), 
sub-paragraph (2) hereof (G-—570) were formerly used for the transportation 
and sale in interstate commerce of natural gas for resale for ultimate public 
consumption as an integral part of applicant’s pipe-line system. The abandon- 
ment and removal of such facilities have not affected applicant's ability to 
maintain adequate service to any of its customers ; 

(h) The two gas compressor units described in paragraph (a), sub-para- 
graph (3) hereof (G-—571) were formerly used by applicant to pump natural 
gas produced from wells lecated in the vicinity of Hawkins Compressor Sta- 
tion. Because of the depletion of the natural gas supply in this area it became 
unnecessary for applicant to operate the two units after September 7, 1943, 
inasmuch as the three remaining units in the compressor station have suffi- 
cient capacity to handle the natural gas being produced from the area. The 
two gas compressor units, together with appurtenant equipment, were removed 
and abandoned by applicant early in 1044; 

(i) The abandoned and removed facilities referred to in paragraph (a), 
sub-paragraph (3) hereof were formerly used for the transportation and sale 
in interstate commerce of natural gas for resale for ultimate public consump- 
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tion as an integral part of applicant’s pipe-line system. The abandonment 
and removal of such facilities have not affected applicant's ability to maintain 
adequate service to any of its customers ; - «© 

(j) Macfarlan Compressor Station referred to in paragraph (a), sub- 
paragraph (4) hereof (G-572) was formerly used by applicant to pump 
natural gas produced from low-pressure wells in the vicinity of such station 
into a main pipe line leading into the suction side of applicant’s Craig Com- 
pressor Station located approximately six miles east of the Macfarlan Sta- 
tion. Due to the general decline in the pressure at which the wells in the 
area were producing natural gas, and the resultant reduction in the pressure 
in the main pipe line into which Macfarlan Station formerly discharged 
natural gas, applicant, after the winter season of 1943-1944, found it econom- 
ical and feasible to pump all natural gas produced in the area through its 
Craig Station. By utilizing Craig Station in this manner, applicant has elimi- 
nated an intermediate step in the compression of the natural gas produced 
with no reduction in the volume of gas available to applicant from the area. 
Macfarlan Station was abandoned and removed early in 1944; 

(k) The abandoned and removed facilities referred to in paragraph (@), 
sub-paragraph (4) hereof were formerly used for the transportation and sale 
in interstate commerce of natural gas for resale for ultimate public consump- 
tion as an integral part of applicant’s pipe-line system. The abandonment and 
removal of such facilities have not affected applicant's ability to maintain 
adequate service to any of its customers ; 

(1) The gas compressor unit referred to in paragraph (@), sub-paragraph 
(5) hereof (G—573) was formerly used by applicant to pump natural gas 
produced and purchased in the vicinity of Smithburg Compressor Station. Due 
to the decline in the volume of natural gas produced from the area, appli- 
eant found it unnecessary to operate the compressor unit after March 1942, 
inasmuch as three other compressor units in the station have sufficient capac- 
ity to handle all the gas now being produced in the area. The compressor 
unit, together with appurtenant equipment, was removed from Smithburg 
Station in September 1943 ; 

(m) The abandoned and removed facilities referred to in paragraph (a), 
sub-paragraph (5) hereof were formerly used for the transportation and sale 
in interstate commerce of natural gas for resale for ultimate public consump- 
tion as an integral part of applicant’s pipe-line system. The abandonment and 
removal of such facilities have not affected applicant’s ability to maintain 
adequate service to any of its customers ; 

(n) Coxs Mills Compressor Station referred to in paragraph (a), sub- 
paragraph (6) hereof (G-581) was formerly used by applicant to pump casing- 
head gas gathered from a group 6f oil wells which were owned by Hope Con- 
struction and Refining Company, an affiliated company, and in proximity to 
such station. The casinghead gas was purchased by applicant from Hope Con- 
struction and Refining Company, and was transported and sold in interstate 
commerce for resale for ultimate public consumption ; 

(o) During 1943, Hope Construction and Refining Company disposed of the 
oil wells referred to in paragraph (mn) hereof to South Penn Natural Gas 
Company. The latter company diverts the casinghead gas produced in connec- 
tion with the operation of the acquired oil properties through its own pipe- 
line system for delivery to applicant, thus terminating the need for applicant 
to maintain and operate Coxs Mills Station ; 

(p) The proposed abandonment and removal of the facilities referred to in 
paragraph (a), sub-paragraph (6) hereof will not impair applicant’s ability 
to maintain adequate service to any of its customers ; 
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(q) At the public hearing held in the consolidated proceedings, counsel for 
the applicant requested leave to withdraw the application filed September 
27, 1944 in docket No. G-582; 

The Commission, having considered the applications and the record thereon 
with respect to the matters involved and the issues presented, finds that: 

(1) Applicant, a West Virginia corporation having its principal place of 
business at Clarksburg, West Virginia, is engaged in the transportation of 
natural gas in interstate commerce, and the sale in interstate commerce of 
natural gas for resale for ultimate public consumption and is a natural-gas 
company within the meaning of the Natural Gas Act; 

(2) The facilities described in paragraph (a), sub-paragraphs (1), (2), 
(3), (4) and (5) hereof which have been abandoned and removed by appli- 
eant, and the facilities described in paragraph (a), sub-paragraph (6) hereof, 
which applicant proposes to abandon and remove, were formerly used for 
the transportation and sale of natural gas in interstate commerce for resale 
for ultimate public consumption and are subject to the requirements of sec- 
tion 7(b) of the Natural Gas Act; 

(3) Because of the depletion of the natural gas supply available to appli- 
eant in the areas in proximity to Hawkins Compressor Station and Smith- 
burg Compressor Station, the facilities described in paragraph (a), sub-para- 
graphs (3) and (5) hereof, which have been abandoned and removed, were 
no longer necessary to the operation of applicant’s system inasmuch as the 
remaining facilities in the compressor stations will provide sufficient capacity 
to handle all the natural gas available from the area in the vicinity of the 
stations. The present and future public convenience and necessity permit such 
abandonment ; 

(4) The present and future public convenience and necessity permit the 
abandonment of the facilities described in paragraph (a), sub-paragraphs 
(1), (2) and (4) hereof, which facilities have already been abandoned and 
removed by applicant ; ; 

(5) The present and future public convenience and necessity permit the 
proposed abandonment of the facilities described in paragraph (a), sub- 
paragraph (6) hereof; 

The Commission orders that: 

(A) The abandonment and removal by applicant of the facilities referred 
to in paragraph (a), sub-paragraphs (1), (2), (3), (4), (5) and (6) hereof, 
all of which facilities are more fully described in the applications in docket 
Nos. G—569, G-570, G-571, G-572, G-573 and G-581 and exhibits appended 
to such applications, be and the same are hereby permitted and approved as 
’ of the date of this order; 

(B) Within 15 days after the removal‘ of the facilities referred to in 
paragraph (a), sub-paragraph (6) hereof (G-581) is completed, applicant 
shall advise the Commission in writing, under oath, of that fact; 

(C) The certificate of public convenience heretofore issued to Hope Natural 
Gas Company by the Commission on April 27, 1948, docket No. G—290, pur- 
suant to “grandfather” application filed under section 7(c) of the Natural 
Gas Act, as amended, be and the same is hereby modified to exclude the opera- 
tions and service carried on by means of the facilities abandoned pursuant 
to the authority granted by this order ; 

(D) The request for leave to withdraw the application filed in docket No. 
G-582 on September 27, 1944, be and it is hereby granted without prejudice. 
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Order denying petition for reconsideration 
Panhandle Eastern Pipe Line Company 
(Docket No. G—-620) 

May 18, 1945 


Upon consideration of the petition filed in this matter on April 28, 1945, 
by the interveners, National Coal Association and United Mine Workers of 
America, for reconsideration of the Commission’s order issuing a certificate of 
public convenience and necessity entered March 31, 1945, pursuant to its 
opinion In the Matter of the Panhandle Eastern Pipe Line Company, docket 
No. G-620, supra, p. 263, 59 P. U. R. (N.S.) 38; 

The Commission finds that: 

No new facts have been presented or alleged in the interveners’ petition 
which would justify a revision of the Commission’s order and opinion, and no 
principles of law are stated in the petition which were not fully considered 
by the Commission before it entered such order and opinion ; 

Therefore, the Commission orders that: 

The said petition be and the same is hereby denied. 


Order confirming and approving rate for experimental service 
Bonneville Project, Columbia River, Washington—Oregon 
(Docket No. IT-5945) 

May 25, 1945 


Upon consideration of rates and charges for electric energy to be furnished 
from the Bonneville Project to Defense Plant Corporation for experimental 
work in its Salem Alumina Plant at Salem, Oregon, as embodied in a pro- 
posed contract filed with the Federal Power Commission by the Administrator 
of the Bonneville Project on April 24, 1945,, pursuant to the provisions of the 
Bonneville Act (50 Stat. 731), as amended ; and 

It appearing that: 

(a) Defense Plant Corporation, a corporation created by Reconstruction 
Finance Corporation, pursuant to section 5d of the Reconstruction Finance 
Corporation Act, 48 Stat. 1105, 1108, intends to use the power in its alumina 
plant at Salem, Oregon, for the reduction of native clays to alumina, which, 
during the initial period of its operation, will be utilized for experimental 
purposes to prove and further develop a new reduction process which, it is 
anticipated, will result in a wider use of the hydroelectric energy generated 
at Bonneville and Grand Coulee Dams, encourage industrial growth in and 
be a great benefit to the region generally ; 

(b) Under the proposed contract the electric energy is to be sold for such 
experimental work at a special rate of 2.5 mills per kilowatt-hour up to 55,- 
000 kilowatts, with no demand charge; the minimum charge is to be $2,000 
multiplied by the number of months power is available; provision is also 
made for reimbursement to the Bonneville Power Administrator for the in- 
vestment in special facilities installed to serve the experimental load; 

(c) The proposed contract provides for the supply of electric energy for a 
period of one year from the date of initial delivery, which is expected to be 
about June 1, 1945, and the rates and charges provided therein are sub- 
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mitted for confirmation and approval by the Federal Power Commission for 
this one year period ; 

The Commission jfinds that: 

For a period of one year from the date of initial delivery under the pro- 
posed contract the rates and charges set forth therein should be confirmed 
and approved ; and 

It is ordered that: 

The rates and charges set forth in the proposed contract are hereby con- 
firmed and approved, for a period of one year from the date of initial de- 
livery of electric energy thereunder, upon condition that such approval shall 
not be considered as establishing any precedent with respect to rates and 
charges for other power or energy to be sold by the Bonneville Administrator. 


Order authorizing and approving merger of facilities 


Wachusett Electric Company, Leominster Electric Light 
and Power Company, and Middlesex County Electric Company 


(Docket No. IT-5943) 


May 29, 1945 

















Wachusett Electric Company (hereinafter referred to as ‘‘Wachusett”), 
Leominster Electric Light and Power Company (hereinafter referred to as 
“Leominster”) and Middlesex County Electric Company (hereinafter referred 
to as “Middlesex’”’) on April 11, 1945, filed a joint application and on May 16, 
1945, filed an amendment thereto, for an order pursuant to section 208 of the 
Federal Power Act, to the extent that such section be deemed applicable, 
authorizing the merger of the facilities of Leominster, Middlesex and Wachu- 
sett ; 















It appears to the Commission from the application, as amended, and ex- 
hibits thereto, that: 

(a) Applicants propose to merge, under an agreement dated May 29, 1944 
(a copy of which is set forth as Exhibit L), and in connettion therewith the 
following steps will be taken: 

(i) Wachusett will, for the purposes hereinafter set forth, increase its 
outstanding capital stock by the amount of $370,000 par value to be repre- 
sented by 3,700 shares of a par value of $100 each; 

. (ii) Wachusett will deliver to the stockholders of Leominster, in exchange 
for their holdings of capital stock of Leominster, new capital stock of Wachu- 
sett of an aggregate par value of $320,000, on the basis of one share of $100 
par value new stock of Wachusett for each share of $100 par value stock of 
Leominster ; 

(iii) Wachusett will deliver to the stockholders of Middlesex, in exchange 
for their holdings of capital stock of Middlesex, new capital stock of Wachu- 
sett of an aggregate par value of $50,000, on the basis of one share of $100 
par value new stock of Wachusett for each four shares of $25 par value 
stock of Middlesex ; 

(b) As a result of the merger of the corporate entities of Leominster and 
Middlesex into Wachusett, Wachusett will acquire all of the operating fa- 
cilities and will own all the assets and will assume all the liabilities of Leo- 
minster and Middlesex ; 

(c) Wachusett has heretofore filed its reclassification and original cost 
study, as revised, with the Commission and pursuant to the Commission's 
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order of May 11, 1948, 3 F. P. C. 1000, classified an amount of $26,867.61 in 
Account 107, electric plant adjustments, and disposed of that amount by 
charges to reserve for depreciation and surplus. The other applicants have not 
filed original cost and reclassification studies ; 

(d) Applicants, by the amendment filed May 16, 1945, state that a revised 
reclassification and original cost study will be prepared and filed, to cover 
all assets owned by the merged company, and represent that they do not an- 
ticipate that the revised study will disclose any amounts classifiable in Ac- 
count 100.5, electric plant acquisition adjustments, and Account 107, electric 
plant adjustments ; 

(e) Written notice of the aforesaid application has been duly given to the 
Department of Public Utilities and to the Governor of Massachusetts. Notice 
of the application was also published in the Federal Register, April 13, 1945, 
stating that any person desiring to be heard or to make any protest with 
reference to the application should file a petition or protest on or before 
April 28, 1945. No protest or petition to be heard in opposition to the grant- 
ing of such application has been received ; 

(f) The Department of Public Utilities of Massachusetts has, by order 
dated February 15, 1945, approved the proposed merger and the issuance of 
stock in connection therewith ; 

The Commission, having considered the aforesaid application, as amended, 
the exhibits thereto, and materials on file with the Commission, finds that: 

(1) Wachusett, Leominster and Middlesex are corporations organized and 
existing under and by virtue of the laws of the Commonwealth of Massachu- 
setts, with their principal business offices at Clinton, Leominster and East 
Pepperell, respectively, all in Massachusetts. Wachusett owns and operates 
facilities for the transmission and sale at wholesale of electric energy gen- 
erated in Vermont, New Hampshire and Rhode Island, and transmitted there- 
from and consumed in Massachusetts. Such facilities consist in whole or in 
part of facilities not used for the generation of electric energy, not used in 
local distribution or only for the transmission of electric energy in interstate 
commerce, and not used for the transmission of electric energy consumed 
wholly by the transmitter. Wachusett is, therefore, a public utility within the 
meaning of that term as used in section 203 of the Federal Power Act; 

(2) For the purpose of the action taken herein it is not necessary to 
determine the jurisdictional status of Leominster and Middlesex ; 

(3) The proposed merger will merge or consolidate facilities subject to 
the jurisdiction of this Commission within the meaning of section 208 of 
the Federal Power Act; 

(4) The proposed merger is exempted from the requirements of section 9(a) 
of the Publie Utility Holding Company Act of 1985, by section 9(b) of that 
Act; has not been shown to be subject to any other requirement imposed by 
or pursuant to the Public Utility Holding Company Act of 1985; and, there- 
fore, is not exempt from the requirements of section 208 of the Federal Power 
Act by section 318 of the latter Act; 

(5) As hereinafter authorized, the proposed merger will tend to create a 
more efficient operating utility with improved and simplified operating con- 
ditions and will be consistent with the public interest ; 

The Commission orders that: 

(A) The proposed merger or consolidation of facilities, as described in the 
application, be and the same hereby is authorized and approved on the terms 


and conditions set forth in the application, subject to the provisions of this 
order ; 
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(B) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
accounts, valuations, estimates or determinations of cost, or any other matter 
whatsoever which may come before this Commission or such other regulatory 
body, and nothing in this order shall be construed as acquiescence by this 
Commission in any estimate or determination of cost or any valuation of 
property claimed or asserted ; 

(C) This authorization shall expire unless the merger hereby authorized 
is consummated within ninety days after the date of this order ; 

(D) Wachusett shall file with the Commission reclassificatiom and original 
cost studies of the electric plant of the present Leominster and Middlesex 
companies, in accordance with the provisions of electric plant accounts in- 
struction 2-D of the Commission’s Uniform System of Accounts and the Com- 
mission’s order of May 11, 1937, pertaining thereto, within six months after 
the consummation of the merger authorized hereby ; 

(E) Any amounts properly classifiable in Account 100.5, electric plant 
acquisition adjustments, or Account 107, electric plant adjustments, of the 
merged company, shall be disposed of as the Commission shall approve or 
direct ; 

(F) Wachusett shall report within 10 days of the consummation of the 
proposed merger or consolidation of facilities as required by the Commission’s 
Rules of Practice and Regulations, and shall file within 6 months from the 
date of consummation of the merger the following accounting information: 
(1) Balance sheet containing columns (a) “Before transaction”; (b) “Entries 
to record transaction”; (c) “After transaction”; (2) Copies of journal entries 
recording acquisition, merger or consolidation; and (3) proposed journal 
entries to clear Account 391, electric plant purchased, as required by electric 
plant accounts instruction 4, and Account 391 of the Uniform System of 
Accounts. 


Order issuing certificate of public convenience and necessity 
Cities Service Gas Company, et al. 
(Docket Nos. G-629, G-488, G-527) 
May 29, 1945 


Upon consideration of the application filed March 22, 1945, in docket No. 
G-629, as supplemented April 21, 1945, and May 14, 1945, by Cities Service 
Gas Company (applicant) requesting a certificate of public convenience and 
necessity under section 7 of the Natural Gas Act, as amended, to authorize 
the acquisition by applicant of: the facilities of Cities Service Transportation 
and Chemical Company (Transportation Company) ; 

It appears to the Commission that: 

(a) A public hearing was held in this matter on May 9 and 10, 1945, at 
Washington, D. C., pursuant to the Commission’s order of April 3, 1945, 
after appropriate notice thereof including notice to the regulatory commis- 
sions of the States in which applicant and the Transportation Company 
operate. No protest to the application has been received ; 

(b) The facilities which applicant seeks authority to acquire were con- 
structed by the Transportation Company pursuant to certificates of public 
convenience and necessity issued by the Commission on September 30, 1943, 
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in docket No. G-488, 3 F. P. C. 598, and July 22, 1944, in docket No. G-527, 
supra, p. 647. Such facilities are described as follows: 

(1) A 26-inch natural-gas main transmission pipe line approximately 231 
miles in length extending in an easterly direction from a point near Guymon, 
Texas County, Oklahoma, in the Hugoton gas field to the applicant’s mia k- 
well compressor station in Kay County, Oklahoma ; 

(2) A 15,000 horsepower compressor station and a dehydration plant lo- 
cated at the western terminus of such pipe line; 

(3) Pipe-line facilities located in Texas County, Oklahoma, in the Hugoton 
field connecting gas wells of applicant with the aforesaiG compressor station ; 

(4) A telephone line extending eastward from such compressor station 
to the telephone system of applicant at Mooreland, Woodward County, Okla- 
homa, thence eastward by a telephone carrier circuit over such system to the 
Transportation Company’s office at Ponca City, Oklahoma ; 

(c) The Transportation Company now owns the above-described facilities, 
which are operated by applicant under a 28-year lease agreement pursuant to 
a certificate of public convenience and necessity issued by the Commission’s 
order entered September 30, 1943, supra, as modified by orders entered July 
22, 1944, supra, p. 649, and October 16, 1944, in docket No. G—488, supra, p. 743. 
Applicant operates such facilities as an integral part of its interconnected 
natural-gas transmission pipe-line system, extending from the States of 
Texas and Oklahoma into the States of Kansas, Missouri, and Nebraska, by 
means of which applicant transports and sells natural gas for resale in inter- 
state commerce. Applicant now proposes to terminate the lease agreement 
and acquire all of the Transportation Company’s facilities ; 

(d) Such acquisition of facilities is proposed to be effected as follows: 
applicant will (1) purchase from Empire Gas and Fuel Company (Empire), 
applicant’s parent, for $3,000,000 in cash the Transportation Company’s out- 
standing capital stock, consisting of 30,000 shares having a par value of $100 
per share; (2) liquidate the Transportation Company, acquire its assets at 
their recorded cost less depreciation and assume its liabilities; and (3) re- 
deem the Transportation Company’s debt to Empire in the amount of $7,200,- 
000. Applicant represents that, as of February 28, 1945, the cost of the Trans- 
portation Company’s facilities amounted to $10,700,756.94, and the accrued 
depreciation and amortization was $317,327.55, resulting in a depreciated 
cost of $10,383,429.39 ;* 

(e) Both Empire and applicant are aware that there are substantial write- 
ups on the latter’s books, and, therefore, incident to the proposed acquisition, 
Empire proposes to make a capital contribution to applicant of $9,000,000 in 
cash to establish capital surplus reserved for plant account adjustments. This 
amount, as applicant recognizes, is not indicative of the total plant adjust- 
ments which will be required by the Commission ;? 

(f) The proposed acquisition of facilities is part of a plan of refinancing 
whereby applicant will issue and sell to several insurance companies $30,- 
000,000 of first mortgage pipeline bonds, due in 1965, and bearing interest 
at the rate of 2%% per annum, and will issue to several banks $10,000,000 


1The Commission’s staff has made no investigation to determine the validity of such 
claimed cost and depreciation, and this order, as hereinafter provided, does not con- 
stitute approval of these amounts. 


? Additionally, applicant states that it will submit cost studies, required by the Uni- 
form System of Accounts Prescribed for Natural Gas Companies, not later than Decem- 
ber 31, 1945. See: In the Matter of Cities Service Gas Co., docket No. G—141, 3 F.P.C. 
459, 50 P.U.R. (N. 8.) 65. 
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of promissory notes bearing 244% interest per annum and payable in 10 equal 
annual installments over the period from 1946 to 1955, inclusive. Applicant 
has obtained firm commitments for such refinancing. With the proceeds from 
such refinancing applicant will redeem the following indebtedness: 

$20,000,000 of first mortgage pipeline bonds, 3%% series due 1947 to 1954, 
inclusive ; 

$5,000,000 of 314% secured notes due in 1945 and 1946; 

$8,000,000 of 544% debentures due April 1, 1956; and a $4,000,000 6% note 
due July 1, 1947. 

The 544% debentures and the 6% note are held by Empire. All unamortized 
discount and expense, call premiums and duplicate interest related to the in- 
debtedness to be retired will be extinguished ; 

(g) The proposed acquisition will effect the elimination of the Transporta- 
tion Company, whose only function is to own the facilities here involved, and 
the expense entailed in maintaining its books of account and filing of reports. 
Applicant will also effect certain savings through the elimination of rental pay- 
ments and the bookkeeping required to determine such rentals provided for 
in the lease agreement with the Transportation Company. Moreover, appli- 
eant’s ownership of the Transportation Company’s facilities will improve its 
financial condition and result in certain operating economies and a simplifi- 
eation of operations. The proposed plan of refinancing, which plan contem- 
plates and requires the proposed acquisition, will result in a substantial im- 
provement in applicant’s capital structure by reducing the cost of borrowed 
money to applicant and by improving its ability to meet annual debt maturities; 

(kh) Applicant is financially able to acquire and operate the Transportation 
Company’s facilities, and its gas supply and reserves are adequate to meet the 
requirements resulting from the operation of such facilities ; 

The Commission, having considered the application and the record thereon 
with respect to the matters involved and the issues presented, finds that: 

(1) Applicant is a “natural-gas company” within the meaning of the Natural 
Gas Act, and the facilities described in paragraph (b) above are subject to 
the requirements of subsections (c) and (e) of section 7 of the Natural Gas 
Act, as amended, all as heretofore found by the Commission in its opinion 
and orders entered in docket Nos. G-488 and G—498 on September 30, 1943, 
3 F. P. C. 598, 52 P. U. R. (N.S.) 243, and in its order entered in docket No. 
G-527 on July 22, 1944, supra, p. 647; 

(2) Applicant is able and willing properly to do the acts and perform the 
service proposed and to conform to the provisions of the Natural Gas Act, 
as amended, and the requirements, rules and regulations of the Commission 
thereunder ; 

(83) The proposed acquisition and operation of facilities by applicant as 
set forth above are and will be required by the present and future public con- 
venience and necessity and a certificate therefor should be issued as herein- 
after ordered and conditioned ; 

(4) In granting the certificate hereby issued it is appropriate in the pub- 
lie interest to vacate the certificates and orders heretofore issued in docket 
Nos. G-488 and G-527 to the extent hereinafter ordered ; 

Wherefore, the Commission orders that: 

(A) A certificate of public convenience and necessity be and it is hereby 
issued in docket No. G-—629, authorizing applicant to acquire and operate the 
facilities described in paragraph (b) above, and as more fully described in 
the application and the record in such docket, for the same transportation 
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and sale of natural gas heretofore carried on by applicant by means of 
such facilities, upon the terms and conditions of this order ; 

(B) This authorization shall expire unless: the acquisition of facilities is 
consummated within 90 days from the date of this order. Applicant shall 
report to the Commission under oath, within ten days after the acquisition of 
the facilities, the fact of such acquisition and the terms and conditions there- 
of. Within six months from the date of consummation of the acquisition, 
applicant and the Transportation Company shall each file appropriate account- 
ing entries as required by the provisions of the Uniform System of Accounts 
for Natural Gas Companies ; 

(C) Effective upon the consummation of the acquisition, the Commission's 
orders authorizing the construction and operation of the facilities here in- 
volved entered September 30, 1943, and July 22, 1944, in docket Nos. G—488 
and G-—527, respectively, be and they are hereby vacated in so far as such 
orders grant authority to operate the facilities; and the Commission’s orders 
of July 22 and October 16, 1944, entered in docket No. G-488 and the order 
of October 16, 1944, in docket No. G-—527, modifying prior authorizations to 
operate the facilities here involved, be and they are hereby vacated ; 

(D) This certificate shall not be transferable and is without prejudice to 
the authority of this Commission or any other regulatory body with respect 
to rates, contracts, service, accounts, valuation, estimate or determination 
of cost, annual or accrued depreciation and amortization, or any other matters 
whatsoever now pending or which may come before this Commission or other 
regulatory body, and nothing herein shall be construed as an acquiescence by 
this Commission in any estimate or determination of cost, depreciation or 
amortization, or any valuation of property claimed or asserted ; 

(E) Applicant shall establish capital surplus reserved for plant account 
adjustments in the amount of the $9,000,000 capital contribution to be ob- 
tained by applicant from Empire referred to in paragraph (e) above. Appli- 
cant shall make no charge against such capital surplus except as the Com- 
mission shall approve or direct. Any statement of financial condition issued 
by applicant prior to the time all plant adjustments are fully disposed of or 
entirely provided for through a specific reserve for that purpose, shall include 
an appropriate note showing clearly that such capital surplus is less than 
plant adjustments which may be required by the Commission ; 

(F) Nothing contained in this order shall be construed as in any manner 
changing or affecting the Commission’s opinion and interim order reducing 
rates entered July 28, 1943, in docket No. G—i41, 3 F. P. C. 459, or in any 
manner relieving Cities Service Gas Company from filing new rate schedules 
in conformity therewith ; 

(G) Nothing herein is to be construed as affecting in any manner the deter- 
mination of the service area of applicant under section 7(f) of the Natural 
Gas Act; 

(H) This certificate shall be effective as long as applicant continues the 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act, as amended, and any pertinent rules, regulations, or orders hereto- 
fore or hereafter issued by the Commission ; 

(1) Appropriate evidence of the issuance of this certificate shall be fur- 
nished to applicant. 
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Order granting motion to incorporate record by reference 
Tennessee Gas and Transmission Company 
(Docket No. G-621) 

May 29, 1945 


Upon motion of counsel for Tennessee Gas-and Transmission Company and 
counsel for the Commission, made May 22, 1945, during the oral argument 
before the Commission sitting en banc, requesting that the entire record of 
the proceedings in the Matter of United Gas Pipe Line Company, docket No. 
G-622, be incorporated by reference into the record in the above-docketed 
matter; and 

It appearing to the Commission that: 

The only objection to such motion was made by counsel representing Na- 
tional Coal Association, United Mine Workers of America, Order of Railway 
Conductors, Brotherhood of Locomotive Engineers, Brotherhood of Locomotive 
Firemen and Enginemen, and the Switchmen’s Union of North America, 
interveners herein. In the proceeding in docket No. G-622, said counsel repre- 
sented the same interveners, was present at the hearings, and given full 
opportunity to cross-examine witnesses, offer evidence, and make argument; 

The Commission finds that: 

Good cause exists for granting such motion as hereinafter ordered ; 

The Commission orders that: 

The entire record Jn the Matter of United Gas Pipe Line Company, docket 
No. G—622, be incorporated by reference into the record of Tennessee Gas and 
Transmission Company, docket No. G-621. 


Order authorizing transmission of electric energy to Merico and 
rescinding previous authorizations 


California Electric Power Company, Yuma Utilities Company, 
The Southern Sierras Power Company 


(Docket Nos. IT-5648, IT-5020, IT-5021) 


May 31, 1945 


Upon application filed August 25, 1941, as amended June 26, 1944, by 
California Electric Power Company (“applicant”), (formerly the Nevada- 
California Electric Corporation), a Delaware corporation, having its prin- 
cipal place of business in Riverside, California, as successor in interest to 
Yuma Utilities Company and to The Southern Sierras Power Company, for 
authority to transmit electric energy to Mexico pursuant to section 202(e) of 
the Federal Power Act; and 

It appearing that: 

(a) Pursuant to section 202(e) of the Federal Power Act, the Commission 
by its February 21, 1936, order (docket No. IT-5020) authorized Yuma Utili- 
ties Company to transmit electric energy from a point in Yuma County, 
Arizona, to a point on the international boundary line, United States and 
Mexico, adjacent to San Luis, Sonora, Mexico, and to deliver said energy to 
Southern Sierras Power of Mexico, S. A.; 

(bd) Pursuant to section 202(e) of the Federal Power Act, the Commission 
by its February 21, 1936, order (Docket No. IT-5021) as amended by order 
of May 26, 19386 (Docket No. IT-5021-F), authorized The Southern Sierras 
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Power Company to transmit electric energy (1) from a point in the town of 
Calexico, California, to a point on the international boundary line, United 
States and Mexico, adjacent to Mexicali, Baja California, Mexico, and (2) 
from a point in the town of Andrade, California, to a point on the inter- 
national boundary line, United States and Mexico, adjacent to Algodones, 
Baja California, Mexico, and to deliver said energy to Southern Sierras 
Power of Mexico, S. A., and to Compania de Luz Electrica de Mexicali, 8. A.; 

(c) Pursuant to section 203 of the Federal Power Act, the Commission by its 
May 12, 1936, and February 9, 1937, orders (docket No. IT-5013) approved 
the merger and consolidation of all of the facilities of the Yuma Utilities 
Company and of the Southern Sierras Power Company into and with the 
applicant’s predecessor, The Nevada-California Electric Corporation ; 

(d) The applicant transmits to Southern Sierras Power of Mexico, S. A., 
the electric energy hereinafter authorized to be transmitted from five points 
in the United States (two points (Nos. 1 and 2) in or near Calexico, California ; 
one point (No. 3) in or near Andrade, California; and two points (Nos. 4 and 
5) in or near Gadsden, Arizona) to five points on the international boundary 
line, United States and Mexico (two points (Nos. 1 and 2) adjacent to 
Mexicali, Baja California, Mexico; one point (No. 3) adjacent to Algodones, 
Baja California, Mexico; and point (No. 4) a short distance west of San Luis, 
Mexico; and one point (No. 5) adjacent to San Luis, Sonora, Mexico) ; 

(e) The electric energy exported at above-mentioned points Nos. 1, 2, and 3 
is Imperial Irrigation District energy and is transmitted over applicant’s lines 
to the border and that exported at above-mentioned points Nos. 4 and 5 is 
Parker Dam (Bureau of Reclamation, Department of the Interior) energy and 
is transmitted partly over applicant’s lines and partly over the lines of the 
Bureau of Reclamation to points on or near the border ; 

(f) The electric energy is sold by applicant to Southern Sierras Power of 
Mexico, S.A., under the rates and terms contained in agreements between 
applicant, or companies of which it is now the successor in interest, and 
Southern Sierras Power of Mexico, S. A., filed with this Commission and 
designated as export rate schedule FPC No. 5, supplement No. 2 to export 
rate schedule FPC No. 5, supplement No. 1 to supplement No. 2 to export 
rate schedule FPC No. 5, export rate schedule FPC No. 8, supplement No. 2 to 
export rate schedule FPC No. 8, and export rate schedule FPC No, 14; 

(zg) On October 26, 1944, applicant accepted the terms and conditions of a 
Presidential Permit signed by the President of the United States on September 
21, 1944, authorizing the operation, maintenance, and connection at the 
border of the United States of facilities and structures to be ‘used in the 
transmission of electric energy to Mexico hereinafter authorized, which Pres- 
idential Permit supersedes that signed by the President of the United States 
on December 2, 1942; 

(hk) Notice of the filing of the application was published in the Federal 
Register on August 1, 1944 (9 F.R. 9299) and given to interested State officials, 
and no protest or request for hearing thereon has been received ; 

The Commission finds that: 

(1) Inasmuch as the applicant is the successor in interest to Yuma Utilities 
Company and to The Southern Sierras Power Company, and the said companies 
are no longer the transmitters of the electric energy authorized to be trans- 
mitted by the Commission’s orders referred to in paragraphs (a) and (b) 
above, the said orders should be rescinded ; 

(2) The transmission of electric energy from the United States to Mexico 
as limited herein and as hereinafter authorized will not impair the sufficiency 
of electric supply within the United States and will not impede or tend to 
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impede the coordination in the public interest of facilities subject to the 
jurisdiction of the Commission; and 

It is ordered that: 

(A) The Commission’s order of February 21, 1936, referred to in paragraphs 
(a) and (1) above, and its orders of February 21, 1936, and May 26, 1936, 
referred to in paragraphs (b) and (1) above, be and they are hereby rescinded ; 

(B) Applicant be and it hereby is authorized to transmit electric energy 
from the United States to the Republic of Mexico in accordance with the terms 
and conditions of the agreements referred to in paragraph (f), above, and 
subject to the provisions of this order ; 

(C) The electric energy which applicant is hereby authorized to transmit 
from the United States to Mexico shall be in an amount not to exceed 
14,000,000 kilowatt-hours per year and at a rate not in excess of 5,400 kilo- 
watts, in the manner described and at the points designated in its application 
filed August 25, 1941, as amended June 26, 1944, namely: 

Over the circuits from the two points in Calexico, California, to the two 
points on the international boundary line adjacent to Mexicali, Baja California, 
Mexico, up to 8,000,000 kilowatt-hours per year at a rate not to exceed 3,500 
kilowatts ; 

Over the circuit from a point in the town of Andrade, California, to the 
point on the international boundary line adjacent to Algodones, Baja California, 


Mexico, up to 4,000,000 kilowatt-hours per year at a rate not to exceed 1,200 


kilowatts ; . 

Over the circuits from the two points near Gadsden, Arizona, to the two 
points on the international boundary line, one a short distance west of, and 
the other adjacent to San Luis, Sonora, Mexico, up to 2,000,000 kilowatt- 
hours per year at a rate not to exceed 700 kilowatts ; 

(D) The authorization herein granted may be modified from time to time 
or terminated upon further order of the Commission, but in no event shall 
such authorization extend beyond the date of termination or expiration of the 
Presidential Permit signed by the President of the United States on Sep- 
tember 21, 1944, and referred to in paragraph (g) above; 

(E) Applicant shall conduct all operations pursuant to the authorization 
herein granted in accordance with the provisions of the Federal Power Act 
and any pertinent rules, regulations or orders issued by the Commission ; 

(F) Applicant shall install and maintain adequate metering equipment to 
measure the flow of all energy transmitted from the United States to Mexico 
pursuant to the authority herein granted; shall make, keep, and preserve 
full and complete records with respect to the movement of such energy; and 
shall furnish with respect to said transmission of electric energy reports in 
such form and manner as the Commission may prescribe ; 

(G) This authorization to transmit electric energy from the United States 
to Mexico shall not be transferable or assignable, but shall continue in effect 
temporarily for a reasonable time thereafter, in the event of the involuntary 
transfer of facilities used thereunder by operation of law (including such 
transfers to receivers, trustees, or purchasers under foreclosure or judicial 
sale) pending the making of an application for permanent authorization and 
decision thereon, provided notice is promptly given in writing to the 
Commission accompanied by a statement that the physical facts relating to 
sufficiency of supply, rates, and nature of use remain substantially the same 
as before the transfer ; 

(H) This authorization shall be without prejudice to the authority of any 
State, State regulatory commission, or the Republic of Mexico for the exer- 
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cise of the lawful authority vested in the State, State regulatory commis- 
sion or the Republic of Mexico over applicant.; 

(I) This authorization is without prejudice to the authority of this Com- 
mission, or any other regulatory body, with respect to rates, service, accounts, 
valuation, estimate or determination of cost, or any other matter whatsoever 
now pending or which may come before this Commission, or other regulatory 
body, and nothing herein shall be construed as an acquiescence by this Com- 
mission in any estimate or determination of cost or any valuation of property 
claimed or asserted ; 

(J) Concurrently with the service of this order the Presidential Permit 
signed by the President of the United States on September 21, 1944, and de- 
scribed in paragraph (g) above be released, and a copy transmitted to ap- 
plicant by the Secretary. 


Order authorizing and approving merger of facilities 


Worcester Suburban Hlectric Company, Milford Electric Light and 
Power Company and Union Light & Power Company 


(Docket No. IT-5947) 
June 5, 1945 


Worcester Suburban Electric Company (hereinafter referred to as “Wor- 
cester”), Milford Electric Light and Power Company (hereinafter referred to 
as “Milford”), and Union Light & Power Company (hereinafter referred to 
as “Union”) on April 30, 1945, filed a joint application and on May 16, 1945, 


filed an amendment thereto for an order pursuant to section 208 of the 
Federal Power Act, to the extent that such section be deemed applicable, 
authorizing the merger of the facilities of Worcester, Milford and Union; 

It appears to the Commission from the application, as amended, and ex- 
hibits thereto, that: 

(a) Applicants, subsidiaries of Massachusetts Utilities Associates, propose 
to merge, under an agreement dated May 29, 1944 (a copy of which is set 
forth as Exhibit L), and in connection therewith the following steps will be 
taken: 

(i) Worcester will, for purposes hereinafter set forth, increase its outstand- 
ing capital stock by the amount of $1,257,800 par value to be represented 
by 50,312 shares of a par value of $25 each; 

(ii) Worcester will deliver to Massachusetts Utilities Associates in ex- 
change for its holdings of capital stock of Milford, new capital stock of Wor- 
cester of an aggregate par value of $270,000, on the basis of four shares of 
$25 par value new stock of Worcester for each share of $100 par value stock 
of Milford; 

(iii) Worcester will deliver to Massachusetts Utilities Associates in ex- 
change for its holdings of capital stock of Union, new capital stock of Wor- 
cester of an aggregate par value of $987,800 on the basis of four shares of 
25 par value new stock of Worcester for each share of $100 par value stock 
of Union ; 

(iv) Massachusetts Utilities Associates, which holds all the stock of Mil- 
ford and Union and 98.26% of that of Worcester will make available, from 
the new capital stock of Worcester to be received by it, sufficient shares so 
that the other stockholders of Worcester shall be entitled, without any pay- 


ment therefor, to one such additional new share for each eight shares now 
held ; 
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(b) As a result of the merger of the corporate entities of Milford and 
Union into Worcester, Worcester will acquire all of the operating facilities, 
will own all the assets and will assume all the liabilities of Milford and 
Union; 

(c) The territories served by the three applicants are contiguous; and all 
three applicants purchase their energy requirements from New England Power 
Company, an associated company ; 

(d) Union, on March 1, 1989, filed its reclassification and original cost 
study with the Commission, and by letter dated January 5, 1940, advised the 
Commission that pursuant to the latter’s letter dated March 2, 1939, the 
necessary entries had been placed on its books adjusting electric plant ac- 
counts in accordance with electric plant accounts instruction 2-D of the 
Commission’s Uniform System of Accounts. The other applicants have not 
filed original cost and reclassification studies with the Commission ; 

(e) Applicants, by the amendment filed May 16, 1945, state that a reclassifi- 
cation and original cost study will be prepared and filed, to cover all the 
assets owned by the merged company, and represent that they do not antici- 
pate that such study will disclose any amounts classifiable in Account 100.5, 
electric plant acquisition adjustments, or Account 107, electric plant adjust- 
ments ; 

(f) Written notice of the application has been duly given to the Depart- 
ment of Public Utilities and to the Governor of Massachusetts. Notice of the 
application was also published in the Federal Register May 3, 1945, stating 
that any person desiring to be heard or to make any protest with reference 
to the application should file a petition or protest on or before May 18, 1945. 
No protest or petition to be heard in opposition to the granting of this ap- 
plication has been received ; 

(g) By order dated February 19, 1945, the Department of Public Utilities 
of Massachusetts has approved the proposed merger and the issuance of 
stock in connection therewith ; 

The Commission, upon the basis of data and information set forth in the 
application, as amended, and reports and statements heretofore filed by the 
several applicants (FPC Forms 1 and 12 for 1944 and Temp. 2-44 for April 
1944), finds that: 

(1) Worcester, Milford and Union are corporations organized and existing 
under and by virtue of the laws of the Commonwealth of Massachusetts, with 
their principal business offices at Uxbridge, Milford and Franklin, respectively, 

all in Massachusetts. Union owns and operates facilities, among others, for 

' the transmission and sale at wholesale of electric energy generated in 
Vermont, New Hampshire and Rhode Island and transmitted therefrom and 
consumed in Massachusetts. Such facilities consist in whole or in part of 
facilities not used for the generation of electric energy, not used in local 
distribution or only for the transmission of electric energy in intrastate 
commerce, and not used for the transmission of electric energy consumed 
wholly by the transmitter. Union is, therefore, a public utility within the 
meaning of that term as used in section 208 of the Federal Power Act; 

(2) For the purpose of the action taken herein it is not necessary to de- 
termine the jurisdictional status of Worcester and Milford; 

(8) The proposed merger will merge or consolidate facilities subject to 
the jurisdiction of this Commission within the meaning of section 203 of the 
Federal Power Act ; 

(4) The proposed merger is exempted from the requirements of section 
9{a) of the Public Utility Holding Company Act of 1935, by section 9(b) of 
that Act; has not been shown to be subject to any other requirements im- 
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posed by or pursuant to the Public Utility Holding Company Act of 1935, 
and is, therefore, not exempt from the requirements of section 208 of the 
Federal Power Act by section 318 of the latter Act; 

(5) As hereinafter authorized, the proposed merger will tend to create 
a more efficient operating utility with improved and simplified operating con- 
ditions and will be consistent with the public interest ; 

The Commission orders that: 

(A) The proposed merger or consolidation of facilities, as described in 
the application, be and the same hereby is authorized and approved on the 
terms and conditions set forth in the application, subject to the provisions 
of this order ; 

(B) The foregoing authorization is without prejudice to the authority of 
this Commission pr any other regulatory body with respect to rates, service, 
accounts, valuations, estimates or determinations of cost or any other mat- 
ter whatsoever which may come before this Commission or such other regu- 
latory body, and nothing in this order shall be construed as acquiescence by 
this Commission in any estimate or determination of cost or any valuation of 
property claimed or asserted ; 

(C) This authorization shall expire unless the merger hereby authorized 
is consummated within ninety days after the date of this order; 

(D) Worcester shall file with the Commission reclassification and original 
cost studies of the electric plant of the present Milford and Worcester com- 
panies, in accordance with the provisions of electric plant accounts in- 
struction 2-D of the Commission’s Uniform System of Accounts and the 
Yommission’s order of May 11, 1937, pertaining thereto, within six months 
after the consummation of the merger authorized hereby ; 

(E) Any amounts properly classifiable in Account 100.5, electric plant ac- 
quisition adjustments, or Account 107, electric plant adjustments, of the 
merged company, shall be disposed of as the Commission shall approve or 
direct ; 

(F) Worcester shall report within 10 days after consummation of the pro- 
posed merger or consolidation of facilities as required by the Commission’s 
Rules of Practice and Regulations, and shall file within six months from the 
date of consummation of the merger the following accounting information: 
(1) balance sheet containing columns (a) “before transaction”; (b) “entries 
to record transaction”; (c) “after transaction”; (2) copies of journal entries 
recording the merger or consolidation; and (3) proposed journal entries to 
clear Account 391, electric plant purchased, as required by electric plant ac- 
counts instruction 4, and Account 391 of the Uniform System of Accounts. 


Order issuing certificates of public convenience and necessity 


ireenfield Gas Company, Inc. and Greenfield Gas Company, Inc. vy. 
Panhandle Eastern Pipe Line Company, Panhandle HKastern Pipe 
Line Company, Eastern Indiana Gas Company 


(Docket Nos. G-587, G-607, G-—608) 
June 5, 1945 


Greenfield Gas Company, Inc. (Greenfield), Panhandle Eastern Pipe Line 
Company (Panhandle Eastern), and Eastern Indiana Gas Company (Eastern 
Indiana) have filed separate applications in the above-entitled matters, each 
requesting a certificate of public convenience and necessity pursuant to sec- 
tion 7(c) of the Natural Gas Act, as amended, for authority to construct and 
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operate substantially the same facilities, consisting of a 8-inch diameter pipe 
line extending from a point of connection with Panhandle Eastern’s 4-inch 
Greenfield lateral transmission line to the town of Fortville, Indiana. Eastern 
Indiana also proposes to construct a 2-inch pipe line from such 3-inch line 
to serve the town of Ingalls, Indiana.’ At the hearing in these matters both 
Greenfield and Eastern Indiana requested permission to withdraw their ap- 
plications to construct and operate the proposed 3-inch line in favor of Pan- 
handle Eastern’s construction of such line provided the latter’s application 
was granted by the Commission ; 

It appears to the Commission that: 

(a) Pursuant to order of December 11, 1944, and after appropriate notice 
thereof, a public hearing on Greenfield’s application in docket No. G-587 was 
held in Indianapolis, Indiana, commencing December 21, and recessed on De- 
cember 22, 1944, subject to further order of the Commission. At such hearing 
Panhandle Eastern and Eastern Indiana both requested that Greenfield’s ap- 
plication be dismissed or, in the alternative, that the proceedings thereon be 
abated pending consideration of their applications to construct similar fa- 
cilities. Pursuant to order of January 2, 1945, the proceedings on the applica- 
tions of Panhandle Eastern (docket No. G-607) and Eastern Indiana (docket 
No. G-608) were consolidated with the proceedings on Greenfield’s applica- 
tion for purposes of hearing, which was held in Washington, D. C., on Febru- 
ary 26, 1945. The Publie Service Commission of Indiana and the Public 
Counsellor of Indiana participated in all hearings in these matters: 

(bo) Over a long period of years the communities of Fortville, McCords- 
ville and Ingalls, Indiana, were supplied with natural gas from local wells. 
Such wells have become so depleted as to be no longer able to meet the de- 
mands of those communities. The town of Ingalls is now without any gas 
supply, and the supply in Fortville and McCordsville is inadequate. The 
Vernon Natural Gas and Oil Company formerly supplied a part of the market 
in Fortville, but its wells became depleted, and, on August 18, 1944, the 
Public Service Commission of Indiana authorized the acquisition of that 
company’s facilities by Greenfield, reciting in its order the failure of the 
local gas supply, the complaints resulting therefrom, and the assurance of 
Greenfield to bring in a dependable gas supply by connecting the Fortville 
distribution system with Panhandle Eastern’s aforesaid 4-inch pipe line. 
Greenfield now serves approximately 222 consumers in Fortville through such 
facilities. Eastern Indiana also serves approximately 268 consumers in Fort- 
ville. Many other customers in that city have discontinued service because of 
the inadequacy of supply. Eastern Indiana also supplies 44 consumers in 
McCordsville. On December 4, 1944, Arthur B. Ayres, the president and prin- 
cipal stockholder in Eastern Indiana, acquired the distribution system in 


1In its application filed October 18, 1944 (docket No. G—587), Greenfield proposes to 
construct 5 miles of 3-inch pipe line extending from a point of connection on Pan- 
handle Eastern’s existing 4-inch pipe line serving Greenfield, Indiana, in a westerly 
direction to Fortville. Greenfield further requests an order directing Panhandle Eastern 
to interconnect its 4-inch line with Greenfield’s proposed 3-inch line and to sell and de 
liver natural gas to Greenfield at such proposed interconnection. Panhandle Eastern’s 
application filed December 18, 1944 (docket No. G—607), seeks authority to construct 
3.7 miles of 3-inch pipe line in Hancock County, Indiana, from a point on its aforesaid 
4-inch pipe line in Sec. 7, T. 17 N., R. 7 BE. to the corporate limits of Fortville at a 
point in Sec. 10, T. 17 N., R. 6 E., together with metering and regulating facilities. 
Eastern Indiana proposes in its application filed December 19, 1944 (docket No. G—608) 
to construct 3.7 miles of 3-inch pipe line to connect Panhandle Hastern’s 4-inch pipe 
line with its facilities in Fortville, together with one mile of 2-inch pipe line extending 


in a northerly direction from the proposed 3-inch pipe line to the town of Ingalls, 
Indiana. 
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Ingalls, which system will be made available to Eastern Indiana, and service 
will be resumed to approximately 50 consumers upon the completion of the 
facilities hereinafter authorized. Service Dy Greenfield and Eastern Indiana 
is rendered in accordance with rate schedules approved by, end on file with, 
the Public Service Commission of Indiana ; 

(c) The Public Service Commission of Indiana, recognizing the need for 
additional gas supplies in this area, on August 10, 1943, ordered Eastern 
Indiana to obtain such supplies “from the nearest interstate pipe line com- 
pany, or any other available practicable source” ; 

(d) Greenfield presently obtains natural gas for its customers in Fortville 
through a 2-inch transmission pipe line connecting its facilities serving that 
town with Panhandle Hastern’s 4-inch pipe line to Greenfield. Such 2-inch line 
is in poor condition and is inadequate to supply the requirements of all con- 
sumers in Fortville. After the proposed 3-inch line is placed in operation by 
Panhandle Eastern, Greenfield’s 2-inch line will be disconnected from Panhandle 
Eastern’s 4-inch Greenfield line and will be used as a low-pressure distribu- 
tion line to serve rural customers adjacent to it; 

(e) The Public Service Commission of Indiana takes the position that a 
new line to Fortville and Ingalls is required for the rendition of adequate 
gas service to such communities. Because of the depleted local supplies, Pan- 
handle Eastern affords the nearest and most dependable source of supply for 
these communities. Panhandle Eastern, moreover, is better able than the other 
applicants to construct and maintain the proposed 38-inch pipe line by reason 
of its strong financial condition and maintenance organization. Neither Green- 
field nor Bastern Indiana has available funds necessary for the construction 
of the proposed 3-inch line, and both would have to obtain loans for such con- 
struction, Panhandle Eastern, on the other hand, has adequate cash on hand 
to finance the work. Furthermore, Greenfield and Eastern Indiana prefer that 
the proposed 3-inch line should be built by Panhandle Eastern. Eastern 
Indiana is able to finance and construct the proposed 2-inch line to Ingalls; 

(f) Panhandle Hastern has entered into a contract for the sale of Eastern 
Indiana’s gas requirements in Fortville, Ingalls and MeCordsville and has 
stipulated on the record that it will supply Greenfield with sufficient volumes 
of gas to meet the requirements of the latter’s customers in and adjacent to 
Fortville. The War Production Board has issued to Panhandle Eastern such 
authorization as is required to render the proposed service to Greenfield and 
Eastern Indiana; 

(g) Panhandle Eastern’s reserves of natural gas in the Texas Panhandle 
field and in the Hugoton field located in Texas, Oklahoma, and Kansas are 
adequate to permit the proposed deliveries through the proposed 3-inch line 
to Greenfield and Eastern Indiana, which line will become an integral part 
of Panhandle Eastern’s interstate transmission pipe-line system ; 

(hk) Panhandle Eastern has also entered into a contract for the sale of 
natural gas to the chemical plant of E. I. du Pont de Nemours & Company 
located at Fortville. However, the War Production Board has not approved 
such deliveries of gas, and, inasmuch as the commencement of this service is 
indefinite, no action should be taken with respect thereto at this time; 

The Commission, having considered the applications and the record thereon 
with respect to the matters involved and the issues presented, /finds that: 

(1) Panhandle Eastern, a Delaware corporation having its principal place 
of business in Kansas City, Missouri, is engaged in the transportation and 
sale in interstate commerce of natural gas for resale for ultimate public con- 
sumption for domestic, commercial, industrial and other uses and is, there- 
fore (as heretofore found by the Commission in its opinion and order entered 
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on September 23, 1942, in docket Nos. G—-200 and G—207, 3 F.P.C. 273, 45 P.U.R. 
(N.S.) 203), a “natural-gas company” within the meaning of the Natural Gas 
Act; 

(2) The 3-inch pipe line proposed to be constructed by Panhandle Eastern 
will be operated as an integral part of its interstate transmission pipe-line 
system and used for the transportation and sale of natural gas, subject to the 
jurisdiction of the Commission. The 2-inch pipe line to be constructed by 
Eastern Indiana will be used for the transportation of natural gas, subject 
to the jurisdiction of the Commission. Therefore, the proposed construction 
and operation of each of such lines are subject to the requirements of subsec- 
tions (c) and (e) of section 7 of the Natural Gas Act, as amended; 

(3) Upon completion of the proposed facilities Eastern Indiana proposes 
to engage in the transportation of natural gas subject to the jurisdiction of 
this Commission, and it, therefore, will be a “natural-gas company” within 
the meaning of the Natural Gas Act; 

(4) Panhandle Eastern and Eastern Indiana are able and willing properly 
to do the acts, and perform the service proposed and to conform to the 
provisions of the Natural Gas Act, as amended, and the requirements, rules, 
and regulations of the Commission thereunder ; 

(5) The proposed construction and operation are and will be required by 
the present and future public convenience and necessity, and certificates au- 
thorizing such proposed construction and operation should be issued, as here- 
inafter ordered and conditioned ; 

(6) It will be consistent with the public interest to permit Greenfield to 
withdraw its application in docket No. G-587 and Eastern Indiana to with- 
draw its application in docket No. G—608, in so far as the latter application re- 
quests a certificate for authority to construct the proposed 38-inch pipe line 
to Fortville, and to terminate the proceedings thereon as hereinafter ordered ; 

The Commission orders that: 

(A) A certificate of public convenience and necessity be and it is hereby 
issued to Panhandle Eastern in docket No. G-607 authorizing the construc- 
tion and operation of the proposed 3-inch pipe line to Fortville, Indiana, to- 
gether with the appurtenant facilities necessary for rendering service to 
Greenfield and Eastern Indiana for the transportation and sale of natural 
gas to such customers, subject to the jurisdiction of the Commission, upon 
the terms and conditions of this order ; 

(B) A certificate of public convenience and necessity be and it is hereby 
issued to Eastern Indiana in docket No. G-608 authorizing the construction 
and operation of the proposed 2-inch pipe line, extending from the proposed 
83-inch line to be constructed by Panhandle Eastern, to the town of Ingalls, 
Indiana, for the transportation of natural gas, subject to the jurisdiction of 
the Commission, upon the terms and conditions of this order ; 

(C) Greenfield be and it is hereby permitted to withdraw its application 
in docket No. G-587, and Eastern Indiana is hereby permitted to withdraw its 
application in Docket No. G-—608 in so far as the latter application requests a 
certificate to construct the proposed 3-inch pipe line to Fortville. The pro- 
ceedings on such applications are hereby terminated ; 

(D) The certificate granted to Panhandle Eastern is issued upon the ex- 
press condition that the facilities herein authorized shall not be used for 
either the transportation or sale of natural gas, subject to the jurisdiction of 
this Commission, to any new customers except upon specific authorization by 
this Commission ; 

(E) Panhandle Eastern and Eastern Indiana shall complete the con- 
struction of the facilities herein authorized on or before September 30, 1945, 
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and shall report to the Commission in writing, under oath, the dates.of com- 
pletion and commencement of operation of such facilities ; 

(F) The certificates herein granted shall not be transferable and are with- 
out prejudice to the authority of this Commission or any other regulatory 
body with respect to rates, contracts, service, accounts, valuation, estimate or 
determination of cost, or any other matter whatsoever now pending or which 
may come before this Commission or other regulatory body, and nothing 
herein shall be construed as an acquiescence by this Commission in any 
estimate or determination of cost or any valuation of property claimed or 
asserted ; 

(G) Nothing herein is to be construed as affecting in any manner the de- 
termination of the service areas of the applicants under section 7(f) of the 
Natural Gas Act, as amended ; 

(H) Nothing contained in this order shall be construed as in any manner 
changing or affecting the Commission’s opinion and accompanying order re- 
ducing rates, entered September 23, 1942, in Docket Nos. G—200 and G—207 
(3 F.P.C. 278, 292), or in any manner relieving Panhandle Eastern from filing 
new rate schedules reflecting the reduction in rates in conformity therewith ; 

(1) The certificates herein granted shall be effective as long as Panhandle 
Eastern and Eastern Indiana continue the operations hereby authorized in 
accordance with the provisions of the Natural Gas Act, as amended, and any 
pertinent rules, regulations, or orders heretofore or hereafter issued by the 
Commission ; 

(J) Appropriate evidence of the issuance of these certificates shall be 
furnished to Panhandle Eastern and Eastern Indiana. 


Order issuing certificate of public convenience and necessity 
Canadian River Gas Company 
(Docket No. G-332) 
June 5, 1945 


Canadian River Gas Company, a Delaware corporation, hereinafter referred 
to as “applicant,” filed its application on May 7, 1942, for a certificate of 
public convenience and necessity pursuant to section 7(c) of the Natural Gas 
Act, as amended, to authorize the continuation of the operations, subject to 
the Commission’s jurisdiction, in which it has been bona jfide engaged on 
February 7, 1942, and subsequent thereto; 

It appears to the Commission that: 

(a) Applicant owns and operates, among other facilities, a natural-gas 
transmission pipe line extending from the Panhandle gas field in Texas to 
a point near Clayton, New Mexico. Among other operations, applicant trans- 
ports through such line natural gas produced by it in the Panhandle field and 
delivers and sells the same in New Mexico to Clayton Gas Company for re- 
sale for ultimate public consumption in New Mexico, and to Colorado Inter- 
state Gas Company for resale for ultimate public consumption in Colorado 
and Wyoming; all such consumption being for domestic, commercial, indus- 
trial and other use. Applicant also produces natural gas in the Panhandle 
field which is transported by Texoma Natural Gas Company to a point near 
Gray, Oklahoma, where applicant sells the same to Colorado Interstate Gas 
Company for resale for ultimate public consumption in Kansas, Nebraska, 
Iowa, Illinois and Indiana for domestic, commercial, industrial and other use. 
In the above-described operations, the flow of natural gas from the points 
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of production to the points of distribution is continuous and uninterrupted, 
and such operations constitute an established course of business ; 

(b) Appropriate notice of the application has been duly given and pub- 
lished in Volume 7, Federal Register, pages 4003-4011, and no protest has been 
filed thereto ; 

The Commission finds that: 

(1) Applicant is engaged in the transportation of natural gas in inter- 
state commerce and in the sale in interstate commerce of natural gas for re- 
sale for ultimate public consumption for domestic, commercial, industrial and 
other use, and is a “natural-gas company” within the meaning of the Natural 
Gas Act; 

(2) On February 7, 1942, applicant was bona fide engaged in transportation 
and sale of natural gas for resale, subject to the jurisdiction of this Commis- 
sion, over routes and in the manner described in its application and exhibits 
attached thereto, and has so operated since that time; 

(3) The application was duly made to the Commission within ninety days 
after February 7, 1942 (the effective date of section 7(c) amended), and 
complies with the Commission’s regulations as to form and content; 

The Commission, therefore, orders that: 

(A) A certificate of public convenience and necessity be and it hereby 
is issued to Canadian River Gas Company authorizing its continued opera- 
tion of its facilities, which were in bona fide operation on February 7, 1942, 
and have been so operated since then, as described in its application, for the 
transportation and sale of natural gas, subject to-the jurisdiction of this 
Commission ; 

(B) This certificate shall not be transferable, and its issuance is without 
prejudice to the authority of this Commission, or any other regulatory body, 
with respect to rates, contracts, service, accounts, valuation, estimate or de- 
termination of cost, or any other matter whatsoever now pending or which 
may come before this Commission, or other regulatory body, and nothing 
herein shall be construed as an acquiescence by this Commission in any 
estimate or determination of cost, or any valuation of property claimed or 
asserted ; 

(C) Nothing herein is to be construed as affecting in any manner the de- 
termination of applicant’s service area under section 7(f) of the Natural Gas 
Act; 

(D) This certificate shall be effective as long as applicant continues the 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act, as amended, and any pertinent rules, regulations or orders hereto- 
fore or hereafter issued by the Commission ; 

(E) Appropriate evidence of the issuance of this certificate shall be fur- 
nished to applicant. 


Order issuing certificate of public convenience and necessity 
Colorado Interstate Gas Company 


(Docket No. G—294) 






June 5, 1945 





Colorado Interstate Gas Company, a Delaware corporation having its prin- 
cipal place of business at Colorado Springs, Colorado, hereinafter referred to 
as “applicant,” filed its application on May 5, 1942, for a certificate of public 
convenience and necessity pursuant to section 7(c) of the Natural Gas Act, as 
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amended, to authorize the continuation of the operations, subject to the Com- 
mission’s jurisdiction, in which it has been bona fide engaged on February 7, 
1942, and subsequent thereto ; 

It appears to the Commission that: 

(@) Applicant owns and operates, among other facilities, a natural-gas 
main transmission pipe line extending from a point near Clayton, New Mexico, 
to Denver, Colorado, with branch transmission lines extending therefrom. 
Among other operations, applicant purchases from Canadian River Gas Com- 
pany natural gas which originates in the Panhandle gas field in Texas and is 
transported by Canadian River Gas Company to the point of commencement 
of applicant’s aforementioned main pipe line, whence applicant transports the 
gas into the State of Colorado where such gas is sold for resale for ultimate 
public consumption in the States of Colorado and Wyoming for domestic, com- 
mercial, industrial and other use. At a point near Gray, Oklahoma, applicant 
also purchases natural gas from Canadian River Gas Company (which gas is 
transported from the Panhandle field to such point by Texoma Natural Gas 
Company on behalf of Canadian River Gas Company), and sells the same to 
Natural Gas Pipe-line Company of America for resale for ultimate public 
consumption in the States of Kansas, Nebraska, Iowa, Illinois and Indiana for 
domestic, commercial, industrial and other use. In the above-described 
operations, the flow of natural gas from the points of production to the points 
of distribution is continuous and uninterrupted, and such operations con- 
stitute an established course of business ; 

(b) Appropriate notice of the application has been duly given and pub- 
lished in Volume 7, Federal Register, pages 4003-4011, and no protest has 
been filed thereto ; 

The Commission finds that: 

(1) Applicant is engaged in the transportation of natural gas in inter- 
state commerce and in the sale in interstate commerce of natural gas for re- 
sale for ultimate public consumption for domestic, commercial, industrial and 
other use, and is a “natural-gas company” within the meaning of the Natural 
Gas Act; 

(2) On February 7, 1942, applicant was bona fide engaged in transportation 
and sale of natural gas for resale, subject to the jurisdiction of this Commis- 
sion, over routes and in the manner described in its application and exhibits 
attached thereto, and has so operated since that time; 

(3) The application was duly made to the Commission within ninety days 
after February 7, 1942 (the effective date of section 7(c) amended), and 
complies with the Commission’s regulations as to form and content; 

The Commission, therefore, orders that: 

(A) A certificate of public convenience and necessity be and it hereby is 
issued to Colorado Interstate Gas Company authorizing its continued opera- 
tion of its facilities, which were in bona fide operation on February 7, 1942, 
and have been so operated since then, as described in its application, for the 
transportation and sale of natural gas, subject to the jurisdiction of this Com- 
mission ; ( 

(B) This certificate, shall not be transferable, and its issuance is without 
prejudice to the authority of this Commission, or any other regulatory body, 
with respect to rates, contracts, service, accounts, valuation, estimate or deter- 
mination of cost, or any other matter whatsoever now pending or which may 
come before this commission, or any other regulatory body, and nothing herein 
shall be construed as an acquiescence by this Commission in any estimate or 
determination of cost, or any valuation of property claimed or asserted ; 
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(C) Nothing herein is to be construed as affecting in any manner the 
determination of applicant’s service area under section 7(f) of the Natural 
Gas Act; 

(D) This certificate shall be effective as long as applicant continues the 
operations hereby authorized in accordance with the provisions of the Natu- 
ral Gas Act, as amended, and any pertinent rules, regulations or orders here- 
tofore or hereafter issued by the Commission ; 

(E) Appropriate evidence of the issuance of this certificate shall be fur- 
nished to applicant. 


Order issuing certificate of public convenience and necessity 
Colorado-Wyoming Gas Company 
(Docket No. G—285) 
June 5, 1945 


Colorado-Wyoming Gas Company, a Delaware corporation having its prin- 
cipal place of business at Denver, Colorado, hereinafter referred to as “ap- 
plicant,” filed its application on May 5, 1942, for a certificate of public con- 
venience and necessity pursuant to section 7(c) of the Natural Gas Act, as 
amended, to authorize the continuation of the operations, subject to the Com- 
mission’s jurisdiction, in which it has been bona fide engaged on February 
7, 1942, and subsequent thereto; 

It appears to the Commission that: 

(a) Applicant owns and operates, among other facilities, a natural-gas main 
transmission pipe line extending from a point near Denver, Colorado, to 
Cheyenne, Wyoming, with branch transmission lines extending therefrom. 
Among other operations, applicant purchases from Colorado Interstate Gas 
Company natural gas which originates in the Panhandle gas field in Texas 
and is transported by Canadian River Gas Company and Colorado Interstate 
yas Company to the point of commencement of applicant’s aforementioned 
main pipe line, whence applicant transports the gas to points in the States 
of Colorado and Wyoming for resale for ultimate public consumption in said 
States for domestic, commercial, industrial and other use. In the above-de- 
scribed operations, the flow of natural gas from the points of production to 
the points of distribution is continuous and uninterrupted, and such opera- 
tions constitute an established course of business ; 

(b) Appropriate notice of the application has been duly given and pub- 
lished in Volume 7, Federal Register, pages 4003-4011, and no protest has been 
filed thereto ; 


The Commission finds that: 

(1) Applicant is engaged in the transportation of natural gas in interstate 
commerce and in the sale in interstate commerce of natural gas for resale 
for ultimate public consumption for domestic, commercial, industrial and 
other use, and is a “natural-gas company” within the meaning of the Natural 
Gas Act; 

(2) On: February 7, 1942, applicant was bona fide engaged in transportation 
and sale of natural gas for resale, subject to the jurisdiction of this Commis- 
sion, over routes and in the manner described in its application and exhibits 
attached thereto, and has so operated since that time; 

(3) The application was duly made to the Commission within ninety days 
after February 7, 1942 (the effective date of section 7(c) amended), and 
complies with the Commission’s regulations as to form and content; 
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The Commission, therefore, orders that: 
(A) A certificate of public convenience and necessity be and it hereby is 
issued to Colorado-Wyoming Gas Company authorizing its continued opera- 
tion of its facilities, which were in bona fide operation on February 7, 1942, 
and have been so operated since then, as described in its application, for 
the transportation and sale of natural gas, subject to the jurisdiction of this 
Commission ; 

(B) This certificate shall not be transferable, and its issuance is without 
prejudice to the authority of this Commission, or any other régulatory body, 
with respect to rates, contracts, service, accounts, valuation, estimate or de- 
termination of cost, or any other matter whatsoever now pending or which 
may come before this Commission, or other regulatory body, and nothing 
herein shall be construed as an acquiescence by this Commission in any 
estimate or determination of cost, or any valuation of property claimed or 
asserted ; 

(C) Nothing herein is to be construed as affecting in any manner the de- 
termination of applicant’s service area under section 7(f) of the Natural Gas 
Act; : 

(D) This certificate shall be effective as long as applicant continues the 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act, as amended, and any pertinent rules, regulations or orders hereto- 
fore or hereafter issued by the Commission ; 

(E) Appropriate evidence of the issuance of this certificate shall be fur- 
nished to applicant. 











Order granting certificate of public convenience and necessity 
and authorizing abandonment of facilities 


Penn-York Natural Gas Corporation and 
Republic Light, Heat and Power Company, Inc. 





(Docket No. G-—579) 






June 8, 1945 


It appearing to the Commission that: 
(a) On September 22, 1944, Penn-York Natural Gas Corporation and Re- 
public Light, Heat and Power Company, Inc. filed a joint amended applica- 
tion (i) for authority on the part of Penn-York to abandon certain pipe- 
line facilities, and (ii) for a certificate of public convenience and necessity 
on the part of Republic to acquire and operate pipe-line facilities to be 
abandoned by Penn-York in the vicinity of Sheridan and Arkwright in 
Chautauqua County, New York; 

(b) On January 27, 1945, a joint supplemental application was filed by 
Penn-York and Republic for (i) authority on the part of Penn-York to 
abandon certain additional pipe-line facilities in the Town of Sheridan, New 
York, as well as its Collins compressor station located in Erie County, New 
York, and (ii) a certificate of public convenience and necessity on the part 
of Republic to construct and operate a 400 h.p. compressor station in the 
Town of Sheridan, New York; 

(c) The original cost of the pipe-line facilities between Sheridan station 
and Arkwright storage field in Chautauqua County, New York, which Penn- 
York seeks to abandon and for which Republic seeks a certificate of public 
convenience and necessity for their continued use and operation, is shown by 
the record to be $16,146.64; that the depreciated original cost of such facilities 
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is $12,959.66; and that Republic proposes to pay to Penn-York in acquiring 
such pipe-line facilities the depreciated original cost as stated; 

(d) The record further shows that the original cost of the Collins compres- 
sor station located in the Town of Collins, New York, was $23,156.06; that the 
estimated total salvage from such compressor station is $13,771; 

(e) The record shows that Republic Light, Heat and Power Company, Inc. 
proposes to purchase the compressor station equipment salvaged from the 
Collins compressor station and the Beech Hill compressor station located in 
the Town of Independence, New York (to be hereafter abandoned), which 
equipment is to be installed in Republic’s proposed Sheridan compressor sta- 
tion, and proposes to pay to Penn-York for such salvaged equipment and ma- 
terials $26,160; that the total cost of facilities and equipment to be acquired 
by Republic from Penn-York is $12,959.66, the depreciated original cost of the 
pipe lines and facilities between Sheridan compressor station and the Ark- 
wright storage field, and $26,160 for equipment and materials from the Beech 
Hill and Collins compressor stations, or a total of $39,119.66; 

(f) The total estimated cost of the new compressor station to be con- 
structed and operated by Republic Light, Heat and Power Company, Ine. at 
Sheridan, New York, is $53,000 which is to be met out of current cash assets; 

(g) Prior to November 1, 1944, Republic Light, Heat and Power Company, 
Ine. purchased natural gas in Potter County, Pennsylvania, as well as Steuben 
and Allegany Counties, New York; that this gas supply is so nearly exhausted 
that it is anticipated that production in the local area in these counties will 
be entirely exhausted before the end of 1945; that the Beech Hill compressor 
station is in this area in the State of New York and when local production 
is exhausted there will be no further need for such compressor station; that 
as the gas supply in the New York-Pennsylvania area declined Republic pur- 
chased certain gas from the Iroquois Gas Corporation, such gas being de- 
livered at a point near Collins, New York; that the contract between Republic 
and Iroquois expired on October 31, 1944, and no gas has been delivered since 
that date; that since the termination of this contract there is no further 
need for the compressor station at Collins and it is to be abandoned; 

(h) Beginning on November 1, 1944, Penn-York has purchased gas from 
New York State Natural Gas Corporation at a point in Potter County, Penn- 
sylvania; that the purchase contract provides for the delivery of 5,000 M.c.f. 
per day during the months beginning with December and extending through 
April, and 4,500 M.c.f. per day during the months beginning with May and 
ending with November; that the gas so purchased is delivered to Republic 
at the latter’s Sheridan compressor station in Chautauqua County, New York, 
and its Billo station in Erie County, New York; that the gas received during 
the summer months is in excess of the requirements of Republic and the gas 
received during the winter is less than requirements and Republic proposes to 
store the excess received during the summer months so that when added to 
the receipts during the winter months, an adequate supply of gas will be 
provided throughout the entire year and Republic will be enabled to purchase 
gas at a more favorable rate by reason of the high load factor; 

(i) The pipe-line facilities between Sheridan compressor station and what 
is to be the Arkwright storage field have heretofore been owned and operated 
by Penn-York; that hereafter deliveries will be made by Penn-York to Re- 
public in that area at Sheridan station and intercompany accounting and 
metering facilities which would otherwise be necessary, if such facilities re- 
mained the facilities of Penn-York, will be thereby avoided; 

(j) After written notice to all interested parties and publication of notices 
of .the hearings in the Federal Register (Vol. 9, p. 12041 and p. 15163 and 
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Vol. 10, p. 3097) public hearings were held in Buffalo, New York, on January 
9 and 10, 1945, and March 31, 1945, concerning the matters involved and the 
issues presented by the joint application herein, as supplemented and amended ; 

(k) No objection to the granting of the applications herein was made at 
the hearing or otherwise; 

(l) Republie is financially able to acquire and construct, and thereafter 
operate, the proposed additional pipe line and compressor station facilities; 

(m) Construction and operation of such additional facilities will not result 
in any increase in rates or charges for natural gas and will not change, im- 
pair or interrupt service to any of Republic’s or Penn-York’s customers; 

The Commission, having considered the joint application, as supplemented 
and amended, as well as the record made at the public hearings with respect 
thereto, finds that: 

(1) Applicant, Penn-York Natural Gas Corporation, a Pennsylvania corpo- 
ration having its principal office in Philadelphia, Pennsylvania, among other 
operations, is presently engaged in the transportation of natural gas pur- 
chased from New York State Natural Gas Corporation across the Pennsyl- 
vania-New York State line, and the sale of such gas to Republic Light, Heat 
and Power Company, Inc., at the latter’s Sheridan compressor station ,in 
Chautauqua County, New York, and its Billo station in Erie County, New 
York, for resale for ultimate public consumption; that Penn-York Natural 
Gas Corporation is therefore a natural-gas company within the meaning of 
that term as used in the Natural Gas Act; 

(2) The applicant, Republic Light, Heat and Power Company, Inc., a New 
York Corporation having its principal place of business in Buffalo, New York, 
is presently engaged in the transportation of natural gas produced outside 
the State of New York and the sale of such gas for ultimate public consump- 
tion for domestic, commercial and other uses in the State of New York; that 
Republic Light, Heat and Power Company, Inc. is a natural-gas company 
as that term is defined in the Natural Gas Act; 

(3) The facilities described in paragraphs (a) and (b) above, in so far 
as they relate to pipe-line facilities between Sheridan station and the Ark- 
wright storage field and the new compressor. station to be constructed and 
operated at Sheridan, New York, will be used by Republic Light, Heat and 
Power Company, Inc. for the transportation of natural gas subject to the 
jurisdiction of the Commission and the proposed construction and operation 
thereof are subject to the requirements of subsections (c) and (e) of section 
7 of the Natural Gas Act, as amended ; 

(4) The facilities described in paragraphs (a) and (0), in so far as they 
relate to the abandonment of (i) pipe-line facilities between Sheridan station 
and the Arkwright storage field and (ii) the Collins compressor station which 
Penn-York Natural Gas Corporation seeks authority to abandon, have been 
utilized for the transportation and sale of natural gas originating in large 
part outside the State of New York and are subject to the requirements of 
section 7(b) of the Act ; 

(5) The proposed abandonment and sale of the pipe-line facilities and 
the abandonment and removal of the compressor station described in para- 
graphs (a) and (0) above by Penn-York will not impair applicant’s ability 
to provide gas utility service to Republic Light, Heat and Power Company, 
Inc., its only customer ; 

(6) The present and future public convenience and necessity will permit (i) 
the proposed abandonment and removal of the compressor facilities at the 
Collins compressor station and (ii) the abandonment and sale to Republic 
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of the pipe-line facilities between the Sheridan compressor station and the 
Arkwright storage field ; 

(7) The installation and operation of the new compressor station at 
Sheridan, Chautauqua County, New York, by Republic, consisting of 2—200 h.p. 
compressors and appurtenant facilities, is necessary to enable Republic to 
store natural gas received from Penn-York in its Arkwright storage field when 
such deliveries exceed the consumer requirements of Republic; 

(8) The facilities to be acquired and constructed by applicant, Republic 
Light, Heat and Power Company, Inc., as described in paragraphs (a) and (b) 
above, are and will be required by the present and future public convenience 
and necessity and a certificate authorizing such proposed construction and 
operation should be issued as hereinafter ordered and conditioned ; 

(9) Applicant, Republic Light, Heat and Power Company, Inc., is able 
and willing properly to do the acts and perform the service proposed and to 
conform to the provisions of the Natural Gas Act, as amended, and the re- 
quirements, rules and regulations of the Commission thereunder ; 

The Commission orders that: 

(A) A certificate of public convenience and necessity be and it is hereby 
issued to Republic Light, Heat and Power Company, Inc, authorizing the ac- 
quisition and operation by such applicant of the pipe-line facilities between 
Sheridan station and the Arkwright storage field as well as the construction 
and operation of the proposed compressor station facilities at Sheridan sta- 
tion, as referred to in paragraphs (a) and (0b) above, and more fully de 
scribed in the joint supplemental and amended applications in this proceeding, 
for the transportation of natural gas as therein set forth, subject to the 
jurisdiction of the Commission, upon the terms and conditions of this order; 

(B) Applicant, Republic Light, Heat and Power Company, Inc., shall re- 
port in writing to the Commission under oath on or before November 15, 1945, 
the completion date of the installation of the facilities herein authorized, as 
well as the date of the commencement of operations thereof ; 

(C) This certificate shall not be transferable by applicant, Republic Light, 
Heat and Power Company, Inc. and is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, con- 
tracts, service, accounts, valuation, estimate or determination of cost, or any 
other matter whatsoever now pending or which may come before this Com- 
mission or other regulatory body, and nothing herein shall be construed as 
an acquiescence by this Commission in any estimate or determination of cost 
or any valuation of property claimed or asserted ; 

(D) Nothing herein is to be construed as affecting in any manner the de- 
termination of the service area of applicant, Republic Light, Heat and Power 
Company, Inc. under section 7(f) of the Natural Gas Act, as amended; 

(E) This certificate shall be effective as long as applicant, Republic Light, 
Heat and Power Company, Inc. continues the operations hereby authorized 
in accordance with the provisions of the Natural Gas Act, as amended, and 
any pertinent rules, regulations, or orders heretofore or hereafter issued by 
the Commission ; . 

(F) Appropriate evidence of the issuance of this certificate shall be fur- 
nished to applicant, Republic Light, Heat and Power Company, Inc.; 

(G) Applicant, Penn-York Natural Gas Corporation, be and it is hereby 
authorized (i) to abandon (by sale to Republic Light, Heat and Power Com- 
pany, Inc.) the pipe-line facilities between the Sheridan compressor station 
and the Arkwright storage field as described in paragraphs (@) and (b) 
above, and (ii) to abandon and remove its Collins compressor station, all as 








APPENDIX—ORDERS 943 

























more fully appears in the joint supplemental and amended applications in 
this proceeding ; fe 

(H) Within 15 days after the transfer and removal of the facilities herein 
authorized is completed, applicant, Penn-York Natural Gas Corporation, shall 
advise the Commission in writing, under oath of that fact ; 

(1) Nothing contained in this order shall be construed as authority to 
extend, install, construct or operate facilities, nor shall it be construed as 


a waiver of any requirement of section 7(c) of the Natural Gas Act, as 
amended. 


Order issuing certificate of public convenience and necessity 
Cities Service Gas Company 
(Docket No. G-—576) 
June 19, 1945 


It appears to the Commission that: 
(a) On August 30, 1944, Cities Service Gas Company (applicant) filed an 
application, amended October 23, 1944, requesting a certificate of public con- 
venience and necessity pursuant to section 7(c) of the Natural Gas Act, as 
amended, to authorize the construction and operation of the following de- 
scribed facilities : 

(1) Approximately 48 miles of 16-inch natural-gas pipe line extending from 
applicant’s present facilities in the Burbank field near Shidler, Osage County, 
Oklahoma, to applicant’s Caney compressor station, Montgomery County, 
Kansas ;? 

(2) 64 miles of 16-inch natural-gas pipe line interconnecting applicant’s 
Altoona 16-inch line and Vilas 16-inch line, Wilson County, Kansas; 

(3) A closed engine jacket water system and two dust scrubbers at appli- 
cant’s Grabham compressor station, Montgomery County, Kansas; 

(4) Two dust scrubbers at applicant’s Petrolia compressor station, Allen 
County, Kansas; 

(b) Pursuant to the Commission’s order of September 12, 1944, and after 
appropriate notice thereof, including notice to the regulatory commissions in 
each of the states in which applicant operates, a public hearing was held in 
this matter in Kansas City, Missouri, on October 18 and 19, 1944, The State 
Corporation Commission of Kansas was permitted to intervene and partici- 
pated at the hearing. Counsel for the Corporation Commission of Oklahoma 
and counsel for the city of Kansas City, Missouri, appeared at the hearing 
as observers ; 

(c) Applicant, a Delaware corporation having its principal place of busi- 
ness at Oklahoma City, Oklahoma, is engaged in the transportation of natural 
gas produced in the States of Texas, Oklahoma, Kansas, and Missouri and 
in the sale of such gas for resale for ultimate public consumption in the 
States of Oklahoma, Kansas, Missouri, and Nebraska by means of its inter- 
connected pipe-line transmission system located in the aforesaid States. The 
new facilities will be operated as integral parts of applicant’s pipe-line sys- 
tem for the transportation of natural gas produced in Oklahoma into the 






































1The original application requested authority to construct and operate 52 miles of 
16-inch line extending from Burbank to applicant’s Cotton Valley measuring station, 
Washington County, Oklahoma. The line as now proposed will cost approximately $78,- 
000 less than the line originally proposed, and will permit compression of the gas flow- 
ing through the line at the Caney compressor station, 
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States of Kansas, Missouri, and Nebraska for sale for resale for ultimate 
public consumption ; 

(d) Applicant’s pipe-line system has been so developed in building to addi- 
tional sources of gas supplies that for operating purposes the system is recog- 
nized as being comprised of an “East Side” and a “West Side.” Applicant’s 
principal sources of gas supply are located on the ‘‘West Side” of the system, 
while its major markets and the largest of its underground storage fields used 
in meeting peak demands of such markets are located on the “East Side”; 

(e) Applicant claims that additional volumes of gas are required on the 
“East Side” of its system to supply increased demands of its existing custo- 
mers, to offset declining gas supplies on the “East Side,” and to obtain 
greater operating efficiency on its over-all system including the more effi- 
cient use of its underground storage facilities. Moreover, applicant’s present 
peak-day curtailments on the “East Side,” because of limitations in present 
pipe-line capacity, exceed those on the “West Side.” Applicant urges as a 
further need for the proposed facilities that distributing companies served 
by applicant, including those served from the “East Side” of its system, have 
received a large number of requests for gas for house heating, and states 
that, upon completion of the proposed facilities, authorization will be re- 
quested from the War Production Board to deliver gas for such purpose; 

(f) The new facilities, having an estimated cost of $1,204,478, will enable 
applicant to spread its curtailments more evenly over the system. There will, 
however, be no increase at this time in applicant’s over-all system deliveries 
on peak days through the operation of the new facilities. On an annual basis 
the new facilities will enable applicant to increase its over-all system de- 
liveries by 11,922,708 M.c.f. all of which additional deliveries are proposed 
to be made to existing customers located on the “East Side.” Of such addi- 
tional annual deliveries, it is estimated that 8,772,811 M.c.f. will be sold to the 
Kansas City Gas Company for resale to Kansas City Power & Light Com- 
pany, the electric utility serving Kansas City, Missouri, and 1,542,128 M.c.f. 
will be sold directly by applicant to the Jayhawk Ordnance Works. The bal- 
ance of the additional annual deliveries will be made to other customers 
presently served by applicant ; 

(g) Counsel for the Corporation Commission of Oklahoma stated at the out- 
set of the hearing that his commission encouraged the building of the proposed 
line. Counsel for the intervening State Corporation Commission of Kansas 
did not state whether he was in favor of or opposed to the proposed project, 
but did state that the only immediate benefit he could see in the project would 
be “the possible distribution of curtailment over the system as a whole.” 
Counsel for Kansas City, Missouri, urged that the requested certificate be 
granted in order to afford the industrial customers on the “East Side” equal 
treatment on peak days with industrial customers on the “West Side,” and to 
enable greater deliveries of gas annually to the Kansas City Power and Light 
Company and thereby permit that utility to supply electric energy at a lower 
cost than at present ; 

(h) Applicant is financially able to construct and operate the new facilities, 
and such construction and operation will have no adverse effect upon appli- 
eant’s rates. Applicant’s gas supply and reserves are adequate to meet the re- 
quirements resulting from the operation of the new facilities ; 

(i) The War Production Board has granted to applicant preference ratings 
for the materials required for the construction of the facilities ; 

The Commission, having considered the application, as amended, and the 


record thereon with respect to the matters involved and the issues presented, 
jinds that; 
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(1) Applicant is engaged in the transportation of natural gas in interstate 
commerce and in the sale in interstate commerce of natural gas for resale for 
ultimate public consumption and, therefore, is a “natural-gas company” within 
the meaning of the Natural Gas Act, as heretofore found by the Commission 
in its opinion and order entered September 30, 1943, In the Matter of 
Cities Service Gas Company, et al., 3 F. P. C. 598, 601-602, 609, 52 P. U. R. 
(N.S.) 2438; 

(2) The facilities referred to in paragraph (a) above, will be used for the 
transportation and sale of natural gas, subject to the jurisdiction of the Com- 
mission, and are subject to the requirements of subsections (c) and (e) of 
section 7 of the Natural Gas Act, as amended ; 

(3) Applicant is able and willing properly to do the acts and perform the 
service proposed and to conform to the provisions of the Natural Gas Act, 
as amended, and the requirements, rules and regulations of the Commission 
thereunder ; 

(4) The construction and operation of the new facilities by applicant as 
set forth above are and will be required by the present and future public con- 
venience and necessity, and a certificate therefor should be issued as herein- 
after ordered and conditioned ; 

The Commission orders that: 

(A) A certificate of public convenience and necessity be and it is hereby 
issued authorizing applicant to construct and operate the facilities referred 
to in paragraph (a) above, and described in the application and the record 
in this proceeding, for the transportation and sale of natural gas therein set 
forth, subject to the jurisdiction of the Commission, upon the terms and 
conditions of this order ; 

(B) Applicant shall report to the Commission in writing, under oath, the 
completion date of the facilities herein authorized, together with the date of 
commencement of operation ; 

(C) This certificate is granted upon the express condition that the facilities 
herein authorized to be operated shall not be used for the transportation or 
sale of natural gas, subject to the jurisdiction of this Commission, to any new 
customers except upon specific authorization by this Commission ; 

(D) This certificate shall not be transferable and is without prejudice to the 
authority of this Commission or any other regulatory body with respect to 
rates, contracts, service, accounts, valuation, estimate or determination of cost, 
or any other matters whatsoever now pending or which may come before this 
Commission or other regulatory body, and nothing herein shall be construed 
as an acquiescence by this Commission in any estimate or determination of 
cost, or any valuation of property claimed or asserted ; 

{E) Nothing contained in this order shall be construed as in any manner 
changing or affecting the Commission’s opinion and interim order reducing rates 
entered July 28, 1943, in docket No. G—141, 3 F. P. C. 459, 491, 50 P. U. R. 
(N.S.) 65, or in any manner relieving Cities Service Gas Company from filing 
new rate schedules in conformity therewith ; 

(F) Nothing herein is to be construed as affecting in any manner the deter- 
mination of the service area of applicant under section 7(f) of the Natural 
Gas Act; 

(G) This certificate shall be effective as long as applicant continues the 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act, as amended, and any pertinent rules, regulations, or orders heretofore 
or hereafter issued by the Commission ; 

(H) Appropriate evidence of the issuance of this certificate shall be fur- 
nished to applicant. 
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Order issuing certificate of public convenience and necessity 
The Kansas Power and Light Company 
(Docket No. G-—609) 
June 19, 1945 


It appears to the Commission that: 

(a) On December 29, 1944, The KanSas Power and Light Company (appli- 
eant) filed with the Commission an application for a certificate of public 
convenience and necessity to authorize the construction and operation of the 
following described facilities: 

(1) 18.5 miles of 16-inch O. D. transmission line extending from a point 
in Section 17, T. 31 S., R. 14 W., Barber County, Kansas, to a point of connec- 
tion with applicant’s existing 18-inch gas transmission line in Section 23, T. 
28 S., R. 18 W., Pratt County, Kansas; 

(2) 20,500 feet of 8-inch pipeline beginning at a point of connection with 
the proposed 16-inch line in Section 34, T. 30 S., R. 14 W., and extending 
easterly to Section 32, T. 30 S., R. 13 W., in Barber County, Kansas; 

(3) 4,500 feet of 8-inch pipeline beginning at a point of connection with 
the proposed 16-inch transmission line in Section 17, T. 31 S., R. 14 W., and 
extending westerly through Section 18, T. 31 S., R. 14 W., in Barber County, 
Kansas ; 

(4) 14,000 feet of 4-inch pipeline to connect a number of wells in Barber 
County, Kansas, to the pipeline above described ; 

(5) A dehydration plant in Barber County, Kansas; 

(b) Pursuant to the Commission’s order, dated February 6, 1945, fixing 
date of hearing, and after appropriate notice thereof, a public hearing was 
held at Washington, D. C., on March 14, 1945, and April 4-5, 1945; 

(c) Applicant, among other operations, purchases natural gas in Kansas 
which it transports through its integrated natural-gas pipeline system to 
points in Kansas for delivery and sale for resale to Northern Natural Gas 
Company, Cities Service Gas Company and Kansas—Nebraska Natural Gas 
Company for ultimate public consumption outside the State of Kansas; 

(d) Applicant’s present supply of natural gas is inadequate to meet the 
demands of its existing customers due to the rapid depletion of the Edwards 
County field, Cunningham field, McPherson field and its other sources of 
supply. During past winters applicant has been obliged to make substantial 
curtailments of natural-gas service to customers served from its transmission 
pipeline system ; 

(e) Applicant has under its control by lease and gas-purchase contracts 

6,680 acres of land in the Lake City field in Barber County, Kansas, having 
estimated recoverable gas reserves totalling approximately 34,408,000 M.c.f. 
sased upon the applicant’s expected rate of withdrawal, such reserves will 
have a life expectancy of approximately 10 years. Applicant estimates the 
over-all reserves in the Lake City field to be abount 89,500,000 M.c.f. of natural 
gas; 

(f) The facilities described in paragraph (a) hereof will become an in- 
tegral part of applicant’s natural-gas system, and will be operated for the 
transportation and sale of natural gas available to applicant in the Lake City 
field to supply general market demands and to assure maintenance of adequate 
service to existing customers ; 

(g) Applicant is financially able to construct and operate the proposed 
facilities ; 
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(kh) The natural-gas reserves of the applicant in the Lake City field con- 
tain helium. gas in commercial quantities. The United States Bureau of Mines 
of the Department of the Interior has urged that the helium content of such 
gas be conserved in view: of the limited supply and the need for such gas in 
the furtherance of the war effort ; 

(i) The Government presently operates a helium extraction plant near 
Cunningham, Kansas, and applicant has represented that it will make avail- 
able to such plant at Cunningham, if requested to do so by the Bureau of 
Mines or other Governmental agency duly authorized to make such request, all 
gas which it may produce or purchase in the Lake City field in order that 
the same may be processed for extraction of helium ; 

(j) The War Production Board and the Petroleum Administrator for War 
have granted applicant the necessary approval and authority to purchase 
and use the materials required for the construction of the facilities referred 
to in paragraph (a) above; 

(k) Notice of the application was given to the State Corporation Commis- 
sion of Kansas and no protest or request to participate was received; 

The Commission, having considered the application and the record thereon 
with respect to the matters involved and the issues presented, finds that: 

(1) Applicant, a Kansas corporation having its principal place of business 
in Topeka, Kansas, is engaged in the transportation of natural gas in inter- 
state commerce and in the sale in interstate commerce of natural gas for 
resale for ultimate public consumption, and is a “natural-gas company” within 
the meaning of the Natural Gas Act, as heretofore found by the Commission 
in its order adopted December 28, 1943, in docket No. G-324, supra, p. 470; 

(2) The facilities referred to in paragraph (a), above, will be used for the 
transportation and sale of natural gas, subject to the jurisdiction of the Com- 
mission, aS an integral part of applicant’s existing transmission pipeline 
system, and the construction and operation thereof by the applicant are sub- 
ject to the requirements of subsections (c) and (e) of section 7 of the Natural 
Gas Act, as amended ; 

(3) The connection of reserves available to applicant in Lake City field, 
Barber County, Kansas, is necessary for the maintenance of adequate ser- 
vice to its existing customers ; 

(4) Applicant is able and willing properly to do the acts and perform the 
service proposed and to conform to the provisions of the Act and the require- 
ments, rules and regulations of the Commission thereunder ; 

(5) Applicant’s available natural-gas reserves in the Lake City field are 
adequate to meet the requirements resulting from the proposed operation 
of the facilities hereinabove described ; 

(6) The proposed construction and operation of the facilities described in 
paragraph (a) hereof are and will be required by the present and future 
public convenience and necessity, and a certificate therefor should be granted 
as hereinafter ordered ; 

The Commission orders that:. 

(A) A certificate of public convenience and necessity be and it hereby is 
issued authorizing the construction and operation by The Kansas Power and 
Light Company of the facilities described in paragraph (a) hereof, all as 
more fully described in its application and exhibits appended thereto, for the 
transportation and sale of natural gas therein set forth, subject to the juris- 
diction of the Commission, upon the terms and conditions of this order; 

(B) This order is issued upon the express condition that applicant shall, 
if requested by the Bureau of Mines of the Department of the Interior or any 
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other duly authorized Governmental authority, make available to that Bureau's 
helium plant near Cunningham, Kansas, for the extraction of helium, the gas 
herein authorized to be transported from the Lake City field ; 

(C) This certificate shall not be transferable and is without prejudice to 
the authority of this Commission or any other regulatory body with respect 
to rates, contracts, service, accounts, valuation, estimate or determination of 
cost, or any other matter whatsoever now pending or which may come before 
this Commission or other regulatory body, and nothing herein shall be con- 
strued as an acquiescence by this Commission in any estimate or determination 
of cost or any valuation of property claimed or asserted ; ° 

(D) Nothing herein is to be construed as affecting in any manner the deter- 
mination of the service area of applicant or of any other natural-gas company 
under section 7(f) of the Natural Gas Act; 

(E) This certificate shall be effective as long as applicant continues the 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act and any pertinent rules, regulations or orders heretofore or here- 
after issued by the Commission ; 

(F) Appropriate evidence of the issuance of this certificate shall be fur- 
nished to applicant. 


Order authorizing and approving merger of facilities 


Arkansas Power & Light Company and Arkansas 
General Utilities Company 


(Docket No IT—5948) 
June 22, 1945 


Arkansas Power & Light Company (hereinafter referred to as “Power’’) 
and Arkansas General Utilities Company (hereinafter referred to as “General’’), 
on May 7, 1945, filed an application for an order pursuant to section 203 of the 
Federal Power Act, authorizing the sale by General of all its electric utility 
facilities and the purchase thereof by Power ; 

It appears to the Commission from the application, the exhibits thereto and 
materials on file with the Commission, that: 

(a) Power proposes to acquire by purchase from General, under an agree- 
ment dated December 1, 1943, (a copy of which is set forth as Exhibit L), 
all of the latter’s electric facilities and properties, for a consideration of $180,- 
000 in cash. These facilities are located in the Towns of Wilmar, Warren, 
Hermitage and Ingalls, situated in Drew and Bradley Counties, Arkansas; 

(b) General purchases its electric energy requirements from Power; 

(c) Both Power and General have filed proposed reclassification and orig- 
inal cost studies with the Commission pursuant to electric plant accounts in- 
struction 2—D and the Commission’s order of May 11, 1937, relative thereto; 

(d@) Subsequent to the acquisition, Power proposes to substitute its rates 
in the area served by General, effective February 1945, for those now in effect 
with the result that charges to consumers will be reduced approximately 12% ; 

(e) Written notice of the application has been duly given to the Arkansas 
Public Service Commission, the Louisiana Public Service Commission, and to 
the Governors of each of those states. Notice of the application was also 
published in the Federal Register on May 10, 1945, stating that any person 
desiring to be heard or to make any protest with reference to the application 
should file a petition or protest on or before May 24, 1945. No protest or 
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petition to be heard in opposition to the granting of such application has been 
received ; 3 

(f) The Public Service Commission (formerly Department of Public Utili- 
ties) of Arkansas, by order dated January 24, 1945, has approved the proposed 
sale and acquisition ; ‘ 

The Commission, upon the basis of data and in information set forth in the 
application, and reports and statements heretofore filed by the applicants 
(FPC Forms 1 and 12 for 1944), finds that: 

(1) Power and General are corporations existing under and by virtue of 
the laws of the State of Arkansas, with their principal business offices at 
Pine Bluff and Warren, respectively, both in Arkansas. Power owns and 
operates facilities for the transmission and sale at wholesale of electric 
energy in interstate commerce, and General owns and operates facilities for 
the transmission of electric energy in interstate commerce. Such facilities of 
each corporation consist in whole or in part of facilities not used for the 
generation of electric energy, not used in local distribution or only for the 
transmission of electric energy in intrastate commerce, and not used for the 
transmission of electric energy consumed wholly by the transmitter. Power 
and General are, therefore, public utilities within the meaning of that term 
as used in section 208 of the Federal Power Act; 

(2) In making the proposed sale General will sell the whole of its fa- 
cilities subject to the jurisdiction of this Commission and by the proposed 
purchase Power will directly or indirectly merge or consolidate its facilities 
subject to the jurisdiction of this Commission with the electric utility facili- 
ties of General, and such sale and merger or consolidation are subject to the 
requirements of section 203 of the Federal Power Act ; 

(3) As hereinafter authorized, the proposed sale and merger or consolida- 
tion of facilities will be consistent with the public interest ; 

The Commission orders that: 

(A) The proposed sale and merger or consolidation of facilities as described 
in the application, be and the same hereby is authorized and approved on the 
terms and conditions set forth in the application, subject to the provisions of 
this order ; 

(B) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
accounts, valuations, estimates or determinations of cost, or any other matter 
whatsoever which may come before this Commission or such other regulatory 
body, and nothing in this order shall be construed as acquiescence by this 
Commission in any estimate or determination of cost or any valuation of prop- 
erty claimed or asserted ; 

(C) This authorization shall expire unless the transaction hereby authorized 
is consummated within ninety days after the date of this order ; 

(D) The applicants shall report within 10 days of the consummation of the 
proposed transaction as required by the Commission’s Rules of Practice and 
Regulations and Power shall file within six months from the date of consum- 
mation the following accounting information: 

(1) Balance sheet, containing columns (a) “before transaction,” (b) “entries 
to record transaction,” and (c) “after transaction”; (2) copies of journal 
entries recording acquisition, merger or consolidation; and (3) proposed 
journal entries to clear Account 391, electric plant purchased, as required by 
electric plant accounts instruction 4 and Account 391 of the Uniform System of 
Accounts. 
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Allocation of costs 
Bonneville Project, Columbia River, Oregon—Washington 


(Docket No. IT-5955) 
June 26, 1945 


The Congress, by the Bonneville Act approved August 20, 1937, (50 Stat. 
731), hereinafter referred to as the Act, authorized and directed the comple- 
tion, maintenance, and operation, under the direction of the Secretary of 
War and the supervision of the Chief of Engineers, of the Bonneville project 
for the purpose of improving navigation on the Columbia River, and for other 
purposes incidental thereto including the generation of electric energy. 

The Act provides for the appointment, by the Secretary of the Interior, of 
an Administrator to be responsible for the disposition of the electric energy 
thus generated and not required for operation of the project works. It further 
provides in section 2(b) that, in order to encourage the widest possible use 
of such electric energy and to provide reasonable outlets therefor, and to pre- 
vent monopolization thereof by limited groups, the Administrator is author- 
ized and directed to provide transmission facilities for delivery of the energy 
to existing and potential markets. 

Section 6 of the Act provides that, subject to confirmation and approval by 
the Federal Power Commission, rate schedules shall be fixed and established 
by the Administrator “with a view to encouraging the widest possible diversi- 
fied use of electric energy.” Section 7 states that it is the intent of Congress 
that such rate schedules “shall be determined with due regard to and predi- 
eated upon the fact that such electric energy is developed from water power 
created as an incident to the construction of the dam in the Columbia River at 
the Bonneville project for the purposes set forth in Section 1 of this Act.” 

On the basis of this expression of the intent of Congress, section 7 then pro- 
vides further that rate schedules shall be drawn having regard to the re- 
covery (upon the basis of the application of such rate schedules to the capac- 
ity of the electrical facilities of Bonneville project) of the cost of producing 
and transmitting such electric energy, including the amortization of the capital 
investment over a reasonable period uf years. 

The intent of Congress, as to the basic considerations which should guide 
the Commission in its determination of such allocation of costs, is set forth 
in language consistent with the above summarized statements of purpose, as 
follows: “In computing the cost of electric energy developed from water power 
created as an incident to and a by-product of the construction of the Bonne- 
ville project, the Federal Power Commission may allocate to the costs of 
electric facilities such a share of the cost of facilities having joint value for 
the production of electric energy and other purposes as the power develop- 
ment may fairly bear as compared with such other purposes.” 

The capital investment to be amortized over a reasonable period of years 
will, therefore, comprise (a) the entire cost of facilities at the Bonneville 
project having value solely for power purposes; (b) the share of the cost 
of facilities at the Bonneville project having joint value for power and other 
purposes allocated by the Commission to electric facilities, and (c) the cost 
of transmission facilities required by section 2(b) of the Act. A “Joint 
Report on Allocation and Repayment of the Costs of the Columbia Basin 
Project,” approved and adopted by the Secretary of the Interior on January 
81, 1945, also proposes to make revenues derived from the sale of Bonne- 
ville power responsible for interest and amortization on $4,826,129 of invest- 
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ment in the Grand Coulee project in payment for benefits received from Grand 
Coulee storage. 2 

On February 8, 1938, when construction of the Bonneville project, including 
the dam, locks, and appurtenant works for the purpose of improving naviga- 
tion, and the initial power plant with two generating units, was substantially 
completed, the Commission made an allocation of costs subject to later revi- 
sion and readjustment. This preliminary allocation was designed to facilitate 
plans for the marketing of power from the two initial units. 

The entire power installation, consisting of ten main generating units of 
518,400 kilowatts aggregate rated capacity and a 4,000 kilowatt house unit, has 
now been completed and has been in service since December 14, 1943. The 
project is about 97.8 per cent completed, it being estimated by the Corps of 
Ongineers, U. S. Army, that an additional expenditure after June 30, 1944, of 
$1,901,000 will be necessary to complete it. 

The Commission has, therefore, proceeded with the determination of a re- 
vised allocation which will be final except for such portions of additional ex- 
penditures, necessary to complete the project and transmission system, as the 
Commission may allocate to the costs of Bonneville electric facilities. 

Bonneville project costs are kept and recorded by the Corps of Engineers, 
U. S. Army, in accordance with the Commission’s Uniform System of Accounts. 
By letters dated December 20, 1944, and February 7, 1945, the Corps of En- 
gineers supplied the Commission with data respecting the capital costs of the 
project as of June 30, 1944, together with estimates of additional costs neces- 
sary to complete the project. 

The capital costs of the transmission facilities are kept and recorded by 
the Bonneville Power Administration. By communications dated September 
25, 1944, March 4, 1945, and June 7, 1945, that agency supplied the Commission 
with information showing the capital costs incurred for these transmission fa- 
cilities to June 30, 1944, together with estimates of capital costs necessary 
for completion of such facilities. 

Both the above agencies also supplied the Commission with other data, 
including estimates of annual costs of operation and maintenance. Further- 
more the Corps of Engineers, U. S. Army, supplied estimates of the cost of 
hypothetical alternative single purpose projects for navigation and for power 
development and expressed the view that navigation might fairly bear the 
specific navigation costs plus one-half of the cost of joint facilities. 

The Commission’s staff has analyzed all available data and information 
and has made field investigations and office studies concerning the various 
aspects of the Bonneville project and its related transmission facilities. On 
the basis of these studies, the Chief Engineer has prepared and submitted a 
report, dated June 15, 1945, entitled “Bonneville Project and Transmission 
System, Allocation of Costs.” 

The Commission having considered the matters hereinabove recited, and 
other pertinent data relating to said project, together with all of the pre- 
visions and requirements of the Act, finds that: 

(1) The weighted average cost of money to the United States, obtained by 
the issuance of bonds during the period 1933 to 1943 inclusive, within which 
the project was substantially completed, approximated 2.5 percent. 

(2) The Bonneville dam and reservoir, the permanent buildings and grounds 
and the fishways are facilities having a joint value for the production of 
electric energy and other purposes of the Bonneville project. 

(3) The capital costs of the Bonneville project to June 30, 1944, including 
interest during construction at the rate of 2.5 percent per annum, totalled 


679357—46— 63 






952 FEDERAL POWER COMMISSION 


$83,709,430.338 of which $5,784,055.16 was incurred for facilities solely for im- 
provement of navigation; $37,681,648.33 for facilities solely for the develop- 
ment of power; and $40,243,726.84 for facilities having joint value for the 
production of electric energy and other purposes. 

(4) The final capital costs of the Bonneville project, as nearly as can now 
be determined, will total $85,611,000, divided as follows: navigation facilities 
$6,535,000; power facilities $38,340,000; and joint facilities $40,736,000. 

(5) The cost of an alternative single purpose power project is estimatea 
by the Corps of Engineers, U. S. Army, at $69,383,000 and of an alternative 
single purpose navigation project at $37,444,000. These estimates are for 
hypothetical projects at the Bonneville site with normal pool at elevation 72 
as at present, and were prepared at the request of the Commission. 

(6) The capital cost to June 30, 1944, of the transmission facilities con- 
structed or otherwise provided pursuant to section 2(b) of the Act (desig- 
nated by the Bonneville Power Administration as “Transmission System for 
Marketing Power from Bonneville Dam”), as reported by the Administrator, 
with minor modifications recommended by the Chief Engineer of the Commis- 
sion, totaled $28,324,922. The final cost of such facilities is estimated at 
$40,000,000. 

(7) A portion of the total cost approximating $3,000,000 may be considered 
as «representing increased cost attributable to prosecution of work on the 
Bonneville project for relief of unemployment under the National Industrial 
Recovery Act (48 Stat. 195). Similarly, a portion approximating $2,715,000 
may be considered as increased cost due to expediting installation of generat- 
ing units by the War Department as a National Defense measure. 

(8) Recognition of the parity in importance of low-cost transportation and 
power to the development of the resources of the region, through allocation 
to power facilities of fifty percent of the cost of facilities having joint value 
for navigation and power, is consistent with the intent of the Congress as 
expressed in the Act. 

Upon consideration of the above findings and the report of the Chief En- 
gineer of the Commission, dated June 15, 1945, the text of which is attached 
hereto, and in the light of the provisions and requirements of the Bonneville 
Act, the Commission hereby makes the following determinations as to the 
portions of the costs of the Bonneville Project and of related transmission 
facilities properly allocable to the capital investment required for producing 
and transmitting electric energy developed from water power created as an 
incident to and a by-product of the construction of the project : 

(A) The amount of $20,121,800 of the $40,243,726.84 incurred prior to July 
1, 1944, for facilities at the Bonneville Project having joint value for the pro- 
duction of electric energy and other purposes, is hereby allocated to electric 
facilities. 

(B) The determination in paragraph A, together with the $37,681,648.33, 
representing capital costs incurred at the Bonneville Project, for facilities 
having value solely for power purposes, and the $28,324,922, representing 
eapital costs incurred for transmission facilities pursuant to section 2(b) of 
the Act, constitute an aggregate of $86,128,370.83 as the capital investment as 
of July 1, 1944, to be amortized out of revenues from Bonneville power. 

(C) This determination shall be final in so far as costs incurred prior 
to July 1, 1944, are concerned. Supplemental allocations will be made ‘by the 
Commission to include costs incurred subsequent to June 30, 1944, in complet- 
ing the Bonneville Project and its transmission and other appurtenant fa- 
cilities. 

Commissioner SmirH dissenting. 
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BONNEVILLE PROJECT AND TRANSMISSION SYSTEM 


ALLOCATION OF COSTS 


As Basis for Schedules of Rates and Charges 
For Bonneville Electric Energy 
Predicated upon the completed installation in the Bonneville Power Plant 
Ten Main Generating Units, Rated Capacity 518,400 Kilowatts 
Maximum Capability 582,000 Kilowatts 
Transmission facilities as required by Bonneville Act 


June 15, 1945 
To: Federal Power Commission 
Subject: Allocation of Costs, Bonneville Project 
Columbia River, Oregon—Washington ; 

1. Under the provisions of an Act of Congress approved August 20, 1937 
(50 Stat. 731), Public 329, 75th Congress, hereinafter called the Act, it is the 
duty and responsibility of the Federal Power Commission to make an “allo- 
cation of costs,”* upon the basis of which schedules of rates and charges for 
the sale of electric energy generated at the Bonneville project shall be pre- 
pared, fixed, and established. Included in such allocation of costs will be the 
entire cost of the facilities provided solely for power purposes at the Bonne- 
ville project; the entire cost of the electric transmission lines and substations, 
and appurtenant facilities, required by section 2(b) of the Act; and such 
share, if any, of the costs of those facilities at the Bonneville project having 
joint value for power development and other purposes, as the Commission may 
allocate to electric facilities.* In the process of making the aforementioned al- 
location of costs the Commission will necessarily determine, as nearly as may 
be, “the cost of producing and transmitting such electric energy, including 
the amortization of the capital investment over a reasonable period of 
years,” as required by the act. 

2. Under section 6 of the Act schedules of rates and charges prepared by 
the Administrator must be confirmed and approved by the Federal Power 
Commission before they may become effective. 

3. In view of the interrelationship between sections 6 and 7, and for the 
convenience of the Commission, the full text of these two sections is quoted 
below : 

“Sec. 6. Schedules of rates and charges for electric energy produced at the 
Bonneville project and sold to purchasers as in this Act provided shall be pre- 
pared by the administrator and become effective upon confirmation and ap- 
proval thereof by the Federal Power Commission. Subject to confirmation and 
approval by the Federal Power Commission, such rate schedules may be modi- 
fied from time to time by the administrator, and shall be fixed and estab- 
lished with a view to encouraging the widest possible diversified use of elec- 
tric energy. The said rate schedules may provide for uniform rates or rates 
uniform throughout prescribed transmission areas in order to extend the 
benefits of an integrated transmission system and encourage the equitable 
distribution of the electric energy developed at the Bonneville project. 

Sec. 7. It is the intent of Congress that rate schedules for the sale of 


“Rate schedules shall be based upon an allocation of costs made by the Federal 
Power Commission”—section 7 of the Act. 
? Last sentence of section 7 of Act. 
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electric energy which is or may be generated at the Bonneville project in 
excess of the amount required for operating the dam, locks, and appurtenant 
works at said project shall be determined with due regard to and predicated 
upon the fact that such electric energy is developed from water power created 
as an incident to the construction of the dam in the Columbia River at the 
Bonneville project for the purposes set forth in section 1 of this Act. Rate 
schedules shall be drawn having regard to the recovery (upon the basis of 
the application of such rate schedules to the capacity of the electric facilities 
of Bonneville project) of the cost of producing and transmitting such electric 
energy, including the amortization of the capital investment over a reasonable 
period of years. Rate schedules shall be based upon an allocation of costs 
made by the Federal Power Commission. In computing the cost of electric 
energy developed from water power created as an incident to and a byproduct 
of the construction of the Bonneville project, the Federal Power Commission 
may allocate to the costs of electric facilities such a share of the cost of 
facilities having joint value for the production of electric energy and other 
purposes as the power development may fairly bear as compared with such 
other purposes.” 

4. Section 1 of the Act provides for the completion, operation, and main- 
tenance of the Bonneville project “for the purpose of improving navigation on 
the Columbia River, and for other purposes incidental thereto.” Power de- 
velopment is the only other purpose mentioned in the Act, and it appears 
that no other incidental purposes are directly served by the project.’ Flood- 
eontrol benefits are negligible, and no plan or suggestion has been advanced 
for using the impounded waters for irrigation purposes. Irrigation is prac- 
ticed but little if at all in the valley below the dam. 


Definitions. 


5. The term “Bonneville project” means “the dam, locks, power plant, and 
appurtenant works” constructed by the United States on the Columbia River at 
Bonneville, Oregon, and North Bonneville, Washington (section 1 of Act). 

6. “Bonneville transmission system” means the electric transmission lines 
and substations, and facilities and struetures appurtenant thereto, which the 
Administrator is authorized and directed by section 2(b) of the Act to con- 
struct or otherwise provide for the purposes set forth in the Act. 

7. The term “electric facilities’ means all of the electric power facilities 
and related general facilities required by the Act for the generation and for 
the transmission and sale or interchange of all electric energy that can be 
generated at the Bonneville project in excess of the amount required for operat- 
ing the dam, locks, and appurtenant works at said project. 

8. “Bonneville Power Administration” (abbreviated BPA) is the name given 
to the office and organization established in the Department of the Interior 
for the administration of the Act, under the supervision of the Administrator 
(see references in Appropriation Act for fiscal year 1941, 54 Stat. 410, and 
subsequent appropriation acts; also in Executive Order 8526). 


* During the early part of the construction period the project contributed moderately 
to unemployment relief; hence that purpose was served temporarily. It might be ob- 
served also that the project proved to be very valuable for the purposes of national 
defense. 
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Interest rate and amortization period. 


9. In the preparation of this report an interest rate of 2.5 percent per 
annum has been used for all purposes involving interest calculations in con- 
nection with the Bonneville project and .the Bonneville transmission system, 
and 50 years, beginning July 1, 1944, adopted as a “reasonable period of years” 
over which to recover the Government’s capital investment in electric fa- 
cilities, as required by section 7 of the Act. Use of both the 2.5-percent in- 
terest rate and the 50-year amortization period has been agreed to by the 
Bonneville Power Administration and approved by the Commission. 


General Information. 





10. The Bonneville project was construced and is being maintained and 
operated by the Corps of Engineers, U. 8S. Army (U. 8. Engineer Department), 
under the direction of the Secretary of War and the supervision of the Chief 
of Engineers. The power output is delivered at the plant bus to the Bonneville 
Power Administration and is transmitted and marketed by that agency 
under the direction of the Secretary of the Interior and the supervision of 
the Administrator. Under Presidential Executive Order - 8526, dated August 
26, 1940, the Bonneville Power Administration is also responsible for the 
transmission and sale of electric energy generated at the Grand Coulee project. 
In addition to transmission facilities thus far constructed or otherwise pro- 
vided by the Administrator for marketing Bonneville power, a larger system 
has been partially constructed, principally in the State of Washington, for 
marketing the Grand Coulee power output. 

11. Construction of the Bonneville project was commenced on or about 
October 1, 1983, under the National Industrial Recovery Act, as Public Works 
Administration Project No. 28. It was specifically authorized by Congress 
in the River and Harbor Act approved August 30, 1935, (49 Stat. 1028). The 
dam and ship lock were practically completed by June 30, 1988, and the in- 
stallation of generating equipment in the hydroelectric power plant was com- 
pleted in December 1943, when the tenth and last main generating unit com- 
menced operation. It has been estimated that as of July 1, 1944, 97.8 percent 
of the Bonneville project costs had been incurred. Temporary deferment 
during the war period of work yet to be done results in no appreciable func- 
tional impairment of any of the project works. 

12. Although it had long been recognized that a dam below Cascade Rapids 
would be an essential feature of any acceptable general plan for development 
of the water resources of the Columbia Basin, the commencing of construction 
of the Bonneville project in the autumn of 1933 was occasioned by the efforts 
of the Federal Government to relieve the prevailing widespread unemployment 
in the country, and promote recovery from a business depression of unprece- 
dented severity. The work was started before project plans were prepared 
or exact locations for the project structures’ determined, and this procedure, 
while deemed justified in the circumstances, apparently resulted in somewhat 
higher project costs than might normally have been expected. 

13. The Bonneville dam, power plant, and ship lock are located in and 
across the Columbia River at Bonneville, Oregon, and North Bonneville, 
Washington (mile 145.3)°, in Multnomah County, Oregon, and Skamania 






























‘This interest rate approximates the average weighted cost of money to the United 
States obtained by the issuance of bonds during the 11-year period, 1933 to 1943. 
5 Mileage figures indicate river distance above the mouth of the river. 
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County, Washington, at Bradford Island near the foot of Cascade Rapids, 
and at the head of tidewater; about 42 miles easterly from Portland, and 44.1 
river miles below The Dalles. 

14. The Columbia River rises in Columbia Lake, British Columbia, on the 
western slope of the Rocky Mountains, and flows in a northwesterly direction 
about 200 miles to the mouth of Canoe River at the bight of the Big Bend, 
where it makes an abrupt turn to the south, passes the city of Revelstoke, 
B. C., flows through very long flat-slope expansions known as Upper Arrow 
Lake and Lower Arrow Lake, and after being joined first by the Kootenay 
River and then by the Pend Oreille River, crosses the International Boundary 
into the State of Washington about 10 miles below Trail, B. C. The river dis- 
tance from Columbia Lake to the International Boundary is 460 miles. Be- 
low the International Boundary the river flows in a general southerly direc- 
tion entirely across the eastern end of Washington, and from a point about 
15 miles below the mouth of Snake River, flows westerly to the Pacific Ocean, 
forming the boundary between Washington and Oregon. The river distance 
from the International Boundary to the sea is 750 miles, and the fall in this 
distance is 1,288 feet, only about 10 feet of which is below the Bonneville 
dam. The Grand Coulee reservoir occupies the 151 miles of river immediately 
below the International Boundary. 

15. The river drains an area of 259,000 square miles, of which 220,000 square 
miles is in the United States. Its principal tributaries in Canada are the 
Kootenay and Pend Oreille Rivers; and in the United States, the Snake, Wil- 
lamette, Cowlitz, Spokane, Deschutes, Lewis, Yakima, Okanogan, Wenatchee, 
Chelan, and John Day Rivers. 


Stream flow at Bonneville. 


16. During the 65-year period ended September 30, 1944, the flow of the 
Columbia River at Bonneville is estimated to have ranged from a minimum of 
35,000 cubic feet per second (abbreviated c.f.s.) on January 8, 1937, to a 
maximum of 1,170,000 c.f.s. on June 6, 1894, at the peak of the greatest flood 
of record. The average flow at Bonneville during this 65-year period was 
205,500 c.f.s. 

17. The record high and low flows are now only of historical interest, as 
existing storage in the basin, principally at Grand Coulee but also at Flat- 
head, Kootenay, and Chelan Lakes, will result in a more nearly uniform 
flow in the future. It may reasonably be expected, however, that hereafter 
the average flow at Bonneville will approximate the 205,500 c.f.s. heretofore 
experienced, or perhaps be slightly less on account of the increasing use of 
water for irrigation purposes. 


The project works. 


18. The Bonneville project works consist of the dam and reservoir, ship 
lock, power plant, fishways, and appurtenant works, including transformers 
and other electrical equipment necessary for delivery of the power output to 
the Bonneville Power Administration. 

19. Exhibit 1** herewith shows the entire stretch of the Columbia River af- 
fected by the Bonneville project; also the project works on a site map; cross 
sections through the ship lock, spillway dam, and powerhouse; a sketch plan 
of the ship lock; and a small scale map indicating the extent of lands acquired 


** Ed. Note. The exhibits referred to throughout this Report and dissenting opinion 
immediately following are omitted in this publication. 
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by the United States for project purposes. Exhibit 2 is an aerial photograph 
of the project works, taken from the Oregon side of the river and from a 
point a short distance upstream from the project works. The spillway dam 
is near the right side of the photograph, and the power plant and ship lock 
are in the left foreground. 

20. The dam is a gravity-type concrete spillway structure, with crest or 
gate sills at elevation 24. It extends across the main channel from the Wash- 
ington shore to Bradford Island, and is 1,090 feet long. It has a base width 
of about 200 feet and a maximum height of 170 feet. Piers 10 feet thick and 
spaced 60 feet center to center provide 18 gate openings, each 50 feet wide. 
The normal operating level of the reservoir is elevation 72; but the spillway 
gates, supplemented by stop logs as a wartime expedient, permit of temporary 
operation at levels up to elevation 78.° The spillway has flood discharge ca- 
pacity of 1,600,000 c.f.s., which is 37 percent greater than the peak discharge 
of the record flood of 1894. 

21. The ship lock, with chamber width of 76 feet or clear length of 500 feet, 
lies along the Oregon shore. The depth over the lower sill at extreme low 
water is 24 feet. Since completion of the lock late in 1937 it has been pos- 
sible for ocean-going vessels to ascend the Columbia River to The Dalles 
(mile 189.4). Under normal operation, with pool elevation of 72, the maxi- 
mum lift of the lock is about 62 feet. With the reservoir at elevation 78, 
as at present, the maximum lift is about 68 feet. No large lock in existence 
has a higher lift. 

22. The powerhouse extends across Bradford Slough’ from the river wall 
of the lock to Bradford Island. It is about 1,500 feet downstream from the 
spillway dam, and an earth dike on the island connects it with the dam, thus 
completing the barrier. The powerhouse is equipped with ten main generat- 
ing units, two of which have rated capacity of 43,200 kilowatts each and the 
remaining eight, 54,000 kilowatts each, at 0.9 power factor; but these are 
merely nominal capacities. Actually the two smaller main units are capable 
of generating 55,000 kilowatts each and the larger units, 59,000 kilowatts 
each. In addition there is a 4,000-kilowatt house unit which is not operated 
for commercial purposes. The ten main generating units, with combined maxi- 
mum capability of 582,000 kilowatts, are available for commercial operation. 
It is expected that they will operate under a head of from 68 to 70 feet 
during periods of extreme low flow, with the reservoir at elevation 78 to 80. 

23. Each. main generating unit is driven by a 5-blade Kaplan propeller-type 
runner, the blades being automatically adjusted by governor control to the 
pitch or angle of best efficiency. There is nothing unusual about the genera- 
tors except their large size. 

24. Three-phase 60-cycle current is generated at 13,800 volts, nearly all 
of which is stepped up by transformers, located on the upper deck of the 
powerhouse, to 115,000 volts or 230,000 volts, as desired by the Bonneville 
Power Administration for transmission. The high-tension switching equip- 
ment is on the roof of the powerhouse. 

25. Four fish ladders and three fish locks, referred to collectively as fish- 
ways, provide for the migrations of fish back and forth past the dam. One 
of the fish ladders is at the Washington end of the spillway dam; another , 

®* The present top-of-gates elevation is 79. 


* Bradford Slough is the name applied to the chute of the river between Bradford 
Island and the Oregon shore, 
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is on Bradford Island at the other end of the dam; a third starts at the 
powerhouse, extends to Bradford Island, and thence to the upper pool; and 
the fourth, which is detached from the other project structures, is on the 
Oregon side of the river. Fish locks are located at either end of the spillway 
dam, and adjacent to the river wall of the ship lock. These locks operate like 
navigation locks. 


Pool elevations. 


26. The Bonneville project was designed for normal operation of the reser- 
voir at elevation 72, but with provision for it to rise above elevation 80 for 
brief periods during great floods, when the tailwater would also be very high. 
At present the reservoir is being operated at elevation 78 as a war emergency 
measure but the Office of the Chief of Engineers has ruled that after the 
emergency has passed, normal operation at elevation 72 shall be resumed. 

27. It is assumed, after discussion with the Deputy Chief of Engineers, that 
in event of grave national emergencies in the future, the reservoir will be 
operated as at present if necessary; that is, at elevation 78, or possibly at 
elevation 80. It would appear that a recurrence of the record low-flow 
conditions of 1936-37 would constitute an emergency justifying operation of 
the reservoir at the higher level, but necessity for doing this is not expected 
to arise more than twice during the next fifty years. 


Bonneville project cost.® 


28. Bonneville project costs incurred to June 80, 1944, including interest 
during construction at the rate of 2.5 percent per annum, are as follows: For 
navigation facilities, $5,784,055.16; for power facilities, $37,681,648.33; and 
for facilities having joint value for navigation and power development, $40,- 
243,726.84. Additional costs estimated to be necessary after June 30, 1944, 
to complete the project, including interest during construction on the same 
basis, are as follows: Navigation facilities, $750,459.94; power facilities, $658,- 
613.02; and joint facilities, $492,368.62. Combining these figures, the antici- 
pated final project costs may be stated as follows: 


TOMEI: SROUIIIOD oot nas tsinete pepsin np iene hai Atlan tenga $6,534,515.10 
I a i alee 38,340,261.35 
EES > I sak is ich enncg ncinpensigp tights Renee ese dueathdaaipeniataa dtp 40,736,095.46 

rend @0tel) osiicid.c og cutis alain alist tele $85,610,871.91 


29. Included in the costs incurred through June 30, 1944, is interest dur- 
ing construction as follows: Navigation facilities $292,972.28; power facili- 
ties, $1,258,782.59; and joint facilities, $1,980,775.33. 

30. Included in the anticipated final costs shown above is interest during 
construction as follows: Navigation facilities, $302,237.22; power facilities, 
$1,266,913.61; joint facilities, $1,986,853.95; total, $3,556,004.78. The project 
costs are shown in greater detail on Exhibit 3, to which attention is invited. 

31. The base costs were taken from the records of the U. S. Engineer De- 
partment at the U. S. Engineer Office, Portland, Oregon, by the Commission's 
supervising accountant of the San Francisco Regional Office, who was de- 
tailed to duty temporarily with the Chief Engineer on this investigation. He 
computed the interest during construction as shown in this report. The 





8 Gross capital expenditures, plus interest during construction. 
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Bonneville project costs are kept accurately and capably by the U. S. Engi- 
neer Department, in accordance with this Commission’s Uniform System of 
Accounts, as reported to the Chief Engineer by the supervising accountant. 


TRANSMISSION 


32. Construction of transmission facilities for marketing electric energy gen- 
erated at the Bonneville project in the manner contemplated by section 2(b) 
of the Bonneville Act was commenced by the Administrator during the 
fiscal year 1939, and the system necessary for this purpose was about 70 
percent completed by July 1, 1944. 

33. By Executive Order 8526, dated August 26, 1940, the President desig- 
nated the Bonneville Power Administrator as marketing agent responsible 
for the transmission and sale of power and energy generated at the Grand 
Coulee project in excess of power requirements for operation of that project, 
including its irrigation features. The Administrator has since been market- 
ing power produced at both the Bonneville and Grand Coulee projects over 
transmission facilities constructed under his supervision, with funds appro- 
priated for the Bonneville Power Administration. Combined BPA expenditures 
for transmission lines and substations, and facilities and structures appur- 
tenant thereto, required by section 2(b) of the Act, and similar facilities con- 
structed under Executive Order 8526, totaled $76,106,309 as of July 1, 1944, 
as reported by BPA, and that agency expects the ultimate capital cost thereof 
to exceed $164,000,000. 


Costs already incurred for, and estimated ultimate cost of, 
Bonneville transmission facilities required under section 2(b) of Act. 


34. At the request of the Chief Engineer of this Commission, the Bonneville 
Power Administration made a study for the purpose of determining the prob- 
able ultimate capital cost of the transmission system required by the Act for 
marketing the total power output available for sale from the Bonneville 
plant. The results of this study were well presented by the Chief of the BPA 
System Development Section in a memorandum dated July 19, 1944.” Accom- 
panying the memorandum are two exhibits entitled “Transmission System 
for Marketing Power from Bonneville Dam,” showing the existing and 
proposed facilities, both geographically and diagrammatically. In making this 
study, the Bonneville-Grand Coulee transmission facilities referred to above 
were divided into two principal parts, one for marketing Grand Coulee power 
and the other for marketing Bonneville power. It was found that the divi- 
sion follows natural lines, and that the Bonneville portion “includes the area 
which under postwar conditions can easily absorb the total output from 
Bonneville.” 

35. The capital costs of the transmission facilities were taken from BPA 
Work Order records covering those facilities already constructed and under 
construction, and from engineering estimates with respect to facilities planned 
for construction to complete the Bonneville transmission system. 

36. Due principally to wartime restrictions applying to materials and man- 
power, the transmission system required by the Act has not advanced to the 
stage that might reasonably have been expected under normal conditions. It 
has been found impossible during the past three years to build certain feeder 


* Gross expenditures to July 1, 1944, $76,106,309, comprised of: Net plant in service, 
$69,978,467 ; retirements, $1,147,481; and construction work in progress, $4,980,361. 
%” Exhibit 4 attached to this report. 


960 FEDERAL POWER COMMISSION 


lines or to complete substations and other facilities according to normal 
standards. Large expenditures for accomplishing these purposes, particularly 
for the installation of additional transformer capacity and synchronous con- 
densers in existing substations, and related facilities required to complete the 
system, will be necessary, but it is probable that the greater part thereof will 
be deferred until after termination of the war. 
37. A summary of the BPA estimate of the cost of the Bonneville transmis- 
sion system is shown below: 
SUMMARY 

Total investment in transmission and general facilities 
230-kv lines and substations $12,851,960 
115-kv lines and substations 20,095,279 
Subtransmission , 2,891,658 
Miscellaneous customers’ connections 

Subtotal 
Substation, site, and building improvements 
¥% Estimated cost proposed Administration Bldg. 
Other capital investments (5% of Item 5) 


~ 


ot bo 
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38. Information regarding the facilities listed above, and the estimated cost 
thereof, may be seen in greater detail by reference to Exhibit 4 herewith. 

39. At the time the aforementioned study was made, it was expected by the 
BPA staff that the transmission facilities then constructed and under con- 
struction in the Bonneville market area (see drawing 24992 attached to said 
memorandum dated July 19, 1944—Exhibit 4 of this report), as covered by 
BPA Work Orders and engineering estimates, would cost $30,794,561. Actual 
capital costs incurred therefor to and including June 30, 1944, totaled $29,- 
677,921. Between June 30, 1944, and March 4, 1945, BPA incurred addi- 
tional costs in the amount of $80,989, and on the latter date estimated that 
still further expenditures totaling only $1,100 would be required to complete 
the facilities, making the total cost thereof $29,760,010, or 3.36 percent less 
than the estimated cost of $30,794,561. 

40. Included in the BPA costs incurred to June $0, 1944, ($29,677,921), is 
the entire cost of the two Bonneville-Vancouver 230-kv transmission lines, 
$1,971,277. These facilities are not used exclusively by the Bonneville project, 
although at times of monthly peak demand nearly three-fourths of the power 
earried thereby has on occasion come from Bonneville. Obviously it would 
not be equitable to charge the entire cost of these lines against the Bonne- 
ville transmission system, but in view of the fact that they are primarily 
Bonneville facilities, and after consideration of other relevant facts, it has 
been concluded that three-fourths of such costs might justifiably be borne 
by Bonneville. Hence, to give effect to this change, $492,819 should be de- 
ducted from the costs incurred to June 30, 1944, as reported by BPA. 

41. Included also is the entire cost of the Vancouver-Kelso 230-kv line, 
$1,720,360. This line, like the two Bonneville-Midway lines, half the cost of 
which is to be borne by the Bonneville transmission system, serves to con- 
nect the Bonneville power system with the Grand Coulee system. It is deemed 
consistent and reasonable, therefore, to give to the Vancouver-Kelso line the 
same treatment as that accorded the two Bonneville-Midway lines; that is, 
charge half of the cost thereof against the Bonneville transmission system. 
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Hence a deduction of $860,180 from the BPA costs as of June 30, 1944 ($29,- 
677,921), appears reasonable. 

42. The sum of the deductions from thé‘costs incurred to June 30, 1944, for 
230-kv facilities, as treated separately in paragraphs 40 and 41 above, is 
$1,352,999. 

43. It will be observed that the Bonneville Power Administration has 
included an item of $912,500 in the cost of facilities which that agency pro- 
poses be charged to the Bonneville transmission system, this amount repre- 
senting one-fourth of the estimated cost of a new administration building 
which BPA desires to construct in Portland. BPA is now renting all or parts 
of seven different buildings in Portland, and it is believed that the rent paid 
therefor, together with the cost of maintaining taxicab service between 
buildings, the value of time lost in going from building to building, and other 
expense incidental to the occupancy of so many buildings in different parts 
of the city, would abundantly justify the construction by the United States of 
a suitable administration building. However, the rents and all of the other 
costs referred to above are provided for in the BPA estimate of annual finan- 
cial requirements (annual costs) for the Bonneville transmission system, and 
the estimated unit cost of Bonneville energy is based in part upon such annual 
costs. If the Administration building should be constructed, the annual costs 
thereon would be less than the corresponding expense now being borne by 
BPA due to the fact that no such building is available. Hence no part of 
the estimated cost of the building should now be charged to the Bonneville 
transmission system. When the building is constructed, an appropriate part 
of its cost may be charged thereto, but this will result in no increase in 
Bonneville’s financial burden. 


44. Item 8 of the .BPA summary, $1,854,445, is simply 5 percent of the 
item 5 subtotal of $37,088,897. In view of the deduction of $1,352,999 from 
the costs of 230-kv facilities and hence from the $37,088,897, a correspond- 
ing revision of item 8 might appear to be in order. Upon the assumption, 
however, that the $1,854,445 is a judgment figure, deemed by the BPA staff 
as desirable for inclusion to cover contingent costs not now predictable, this 
amount is left in the estimate. 


45. Although no deductions from the costs incurred by BPA for 115-kv 
facilities are being made, it seems well to point out that the Rainier-Long- 
view lines Nos. 1 and 2 are not used exclusively for marketing Bonneville 
power. 

46. Other joint-use facilities, the entire cost of which is charged to the 
Bonneville transmission system, are the switching facilities at North Bonne- 
ville and at the J. D. Ross substation and the warehouse and shop at the 
latter substation. 

47. Since the study referred to above was completed, the BPA staff has 
advised the Chief Engineer that $757,000 should be added to the estimate to 
eover certain incremental capital costs necessary to provide tap lines and 
substation facilities for making available a substantial part of the Bonneville 
secondary energy for servicing electric boilers expected to be used principally 
by the pulp and paper industry, this amount being in addition to allowances 
previously made in the estimate for the delivery of secondary energy to 
other classes of customers. 

48. Giving effect to the changes dealt with in paragraphs 39 to 43, inclusive, 
and paragraph 47, the estimated cost of the Bonneville transmission system 
and related general facilities may be stated in revised form as follows: 
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Revised cost summary—Bonneville transmission system 
and related facilities 


A. Facilities constructed or under construction as of June 30, 1944: 
1. Actual costs to and including June 30, 

1944, as reported by BPA $29,677,921 
2. Deduction (see paragraph 42) 11] 352,999 
38. Costs incurred to and including June 30, 

1944, chargeable to Bonneville transmission 

system 28,324,922 
. BPA estimate of costs necessary for comple- 

tion of those facilities covered by Item 1 

above which were incomplete as of June 

82,089 
5. Indicated final cost of Bonneville trans- 
mission system facilities constructed or un- 
der construction as of June 30, 1944 _____- bli ce ii $28,407,011 


B. Facilities the construction of which had not been 
commenced as of June,30, 1944: 
1. BPA estimate of the cost of such facilities “12,622,625 
2. Deduction (see paragraph 43) 912,500 
38. Revised estimate 11,710,125 


C. Revised estimate of cost of Bonneville 
transmission system and related facilities 40,117,136 


49. It is probable that the total of $40,117,136 shown above is more money 
than will be required to provide a transmission system, with the necessary 
appurtenant facilities, to meet the requirements of the Act in all respects. 
The reasons prompting this statement are as follows: (a) the estimate in- 
cludes a large arbitrary item of $1,854,445 in the nature of a provision for 
contingencies; (b) with the Bonneville transmission system more than 70 
percent completed, experience has shown the actual costs to be 3.36 percent 
less than the BPA estimate; and (c) it is expected that practically all of the 
remaining costs will be incurred after termination of the present war, when 
the construction cost level will probably be lower than at present. It is 
recommended, therefore, that the Commission proceed under the assumption 
that the aggregate cost of the transmission lines and substations, and facilities 
and structures appurtenant thereto required by section 2(b) of the Act, will 
be $40,000,000. 

50. Costs incurred to and including June 30; 1944, for Bonneville transmis- 
sion facilities as reflected in the revised cost summary, paragraph 48 above, 
total $28,325,000 in round figures. Deduction of this figure from the assumed 
ultimate cost of the Bonneville transmission system ($40,000,000) leaves 
$11,675,000 as the indicated amount necessary to be expended in the future 


4 This $1,352,999 was deducted from the costs of 230-kv transmission lines the con- 
struction of which was completed prior to June 30, 1944. 

2 $42,660,186 plus $757,000, minus $30,794,561. The cost of facilities constructed or 
under construction as of June 30, 1944, was estimated by BPA at $30,794,561. Items 
B-1 and B-3 above include the $757,000 referred to in paragraph 47. ? 
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to complete the system. It is assumed that this remaining investment will 
be made during the five fiscal years 1945 to 1949, as follows: 


2,000 
1,000,000 
3,700,000 
4,500,000 
2,393,000 

~ 11,675,000 


COMMISSION’S INTERIM ALLOCATION ORDER OF FEBRUARY 8, 1938 


51. The rate schedules now in effect were fixed and established after an- 
nouncement of the Commission’s interim order of February 8, 1938 (1 F.P.C. 
706), which was adopted at a time when only two of the ten main generating 
units had been installed, and when it was “impossible to determine ... the 
cost of the remaining eight generating units, representing about 80 percent 
of the probable ultimate installation,” or of the completed Bonneville project. 
The Commission made a conditional determination in said interim order to 
the effect that ultimately power development may fairly bear 32.5 percent of 
the cost of facilities having joint value for the production of electric energy 
and other purposes, “this percentage being subject to revision and readjust- 
ment by the Commission from time to time, on the basis of facts and circum- 
stances obtaining at any time.” 

52. Inasmuch as the Bonneville project is substantially completed, with 
its “ultimate” power installation in operation, and the Bonneville transmission 
system is well advanced toward completion, it appears that the Commission’s 
interim allocation of costs made early in 1938, before any costs had been 
incurred for transmission facilities, should now be superseded by a Com- 
mission determination and allocation of costs made on the basis of the 
facts and circumstances obtaining at this time, and taking into consideration 
estimates of capital costs yet to be incurred. 


CONTROLLING PROVISIONS OF THE ACT 


53. Under this heading reference will be made to those provisions of the 
Act which seem to require consideration by the Commission in the discharge 
of its principal responsibilities under the Act, particularly the making of an 
allocation of costs, as a basis for fixing and establishing schedules of rates 
and charges for the sale of Bonneville power, and the related matter of 
confirming and approving rate schedules prepared by the Administrator. Such 
comment and discussion will be inserted as may seem to be appropriate. 

54. In section 1 of the Act, the Congress authorized and directed the com- 
pletion, operation, and maintenance of the dam, locks, power plant, and ap- 
purtenant works (which Congress called the Bonneville project), then under 
construction on the Columbia River at Bonneville, Oregon, and North Bonne- 
ville, Washington. It is stated therein that the Bonneville project as thus 
authorized is “for the purpose of improving navigation on the Columbia 
River, and for other purposes incidental thereto.” Thus, with this legislative 
determination, the question as to the primary purpose of this project is a 
settled matter. P 

55. One of the “other purposes” for which the project was constructed 
is first revealed in section 1, where provision is made for a power plant, as 
an important feature of the project works—a facility “for the generation of 
electric energy.”™ 


% No other incidental purpose is mentioned in that Act. 
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56. In section 1 reference is also made to the “Bonneville power adminis- 
trator,” and in section 2(a) appointment of the Administrator by the Secre- 
tary of the Interior is authorized and directed; and the Administrator’s duties 
are specified. Among other things he is charged with responsibility for mak- 
ing arrangements for the transmission and sale of all electric energy gener- 
ated at the Bonneville project, except the part thereof required for the oper- 
ation of the project works. 

57. In section 2(b) of the Act the Administrator is authorized and di- 
rected “to provide, construct, operate, maintain, and improve such electric 
transmission lines and substations, and facilities and structure appurtenant 
thereto, as he finds necessary, desirable, or appropriate for the purpose of 
transmitting electric energy, available for sale, from the Bonneville project 
to existing and potential markets, and, for the purpose of interchange of elec- 
tric energy, to interconnect the Bonneville project with other Federal projects 
and publicly owned power systems now or hereafter constructed.” Here is 
found a specific requirement of the Congress that the administrator provide 
a transmission system. For what purpose? For the transmission and sale or 
interchange of electric energy generated at the Bonneville project; to en- 
courage the widest possible use of all electric.energy that can be generated 
at Bonneville; to provide reasonable outlets for such energy; and to prevent 
the monopolization thereof by limited groups. 

58. In section 3 of the Act, the Congress defines the terms “public body” 
and “cooperative,” and in section 4 provides that at all times in disposing of 
electric energy generated at the Bonneville project, the Administrator shall 
give preference and priority to public bodies and cooperatives, Such public 
bodies and cooperatives supply electric service to their members as nearly as 
possible at cost. Clearly, it was the intent of the Congress that the electric 
energy generated at the Bonneville project be disposed of to these public 
bodies and cooperatives, and to other purchasers, as nearly as possible at 
cost. In providing for the production of electric power at the Bonneville proj- 
ect, it was not the intent of the Congress that the Federal Government should 
profit thereby at the expense of the people within economic transmission dis- 
tance of the power plant; and it is equally clear, as will appear hereinafter, 
that it was thé intent of the Congress that the power output of the Bonneville 
project should not be sold below cost. 

59. The Congress, as appears from section 4(d) of the Act, contemplated 
supplying electric service, particularly through public bodies and cooperatives, 
to the people of the States “within economic transmission distance of the 
Bonneville project.” 

60. In section 5(a), the Act refers to such rate schedules as the Federal 
Power Commission may approve, and subject thereto clothes the Adminis- 
trator with power to negotiate and enter into contracts for the sale at 
wholesale of electric energy generated at the Bonneville project. 

61. Sections 6 and 7, particularly, the latter, are of paramount importance 
in connection with the matter of cost allocation, and for that reason these two 
sections have been quoted in full in paragraph 3 of this report. In section 
6, after making the Federal Power Commission responsible for the confirma- 
tion and approval of rate schedules prepared by the Administrator, the Con- 
gress added the following requirement: “. . . rate schedules ... shall be fixed 
and established with a view to encouraging the widest possible diversified use 
of electric energy”—apparently the only limitation on the Bonneville service 
area being that the energy must be marketed “within economic transmission 
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distance of the Bonneville project” (section 4-d).. The rates, based upon the 
allocation of costs which the Commission is to make, should be as low as 
practicable in order most fully to achieve this important objective. 

62. Section 7 of the Act expresses the intent of the Congress that rate 
schedules shall be determined with due regard to and predicated upon the 
fact that the electric energy is generated as an incident to the construction 
of the Bonneville dam for the purposes set forth in section 1 of the Act (see 
paragraph 54 above). 

63. Section 11 of the Act authorizes the appropriation, out of moneys in 
the Treasury, of such sums as may be necessary for the “installation of 
equipment and machinery for the generation of electric energy and facilities 
for its transmission and sale.” 

64. It has been observed that it was the intent of the Congress that the 
rates charged for electric energy generated at the Bonneville project should 
be as low as practicable. It is clear, however, that it was also the intent of 
the Congress that the rates be so fixed and established as to produce sufficient 
revenue to cover the cost of the energy delivered to markets within economic 
transmission distance; that is, the combined cost of production and trans- 
mission. The Act provides for the accomplishment of this purpose by re- 
quiring that “Rate schedules shall be drawn having regard to the recovery 

. of the cost of producing and transmitting such electric energy, including 
the amortization of the capital inyestment™ over a reasonable period of years” ; 
and provides further that “Rate schedules shall be based upon an allocation 
of costs made by the Federal Power Commission”—another mandatory pro- 
vision. Then follows in the last sentence of section 7 a permissive provision, 
which says that in computing the cost of the incidental byproduct electric 
energy, the Federal Power Commission may allocate to the cost of electric 
facilities such a share of the cost of facilities having joint value for the 
production of electric energy and other purposes as the power development 
may fairly bear as compared with such other purposes. 

65. The schedules of rates and charges must of necessity be based upon the 
sum of the costs of the generating facilities and the transmission facilities, 
inasmuch as the rates must be designed to provide sufficient revenue to insure 
recovery of all costs in both of these categories. The generation component of 
such aggregate costs will include such part of the cost of joint facilities at 
the Bonneville project as the Commission may allocate to “electric facilities.” 

66. Thus it is seen that the “allocation of costs” to power referred to in 
section 7 of the Act will be comprised of three parts: (a) the entire cost 
of the power plant and such other costs at the Bonneville project as 
are chargeable directly and wholly to power development, including the cost 
of step-up transformers and other electrical equipment necessary for delivery 
of the power output to the Administrator; (b) such part of the cost of fa- 
cilities at the Bonneville project having joint value for the production of 
electric energy and other purposes as the Commission may allocate to the 
costs of electric facilities; and (c) the entire cost of the Bonneville trans- 
mission system, thus far partially constructed by the Administrator and to 
be completed by him in accordance with the requirements of section 2(b) of 
the Act. 


% The combined capital investment in electric facilities for the generation and. trans- 
mission of Bonneville energy, including such a share of the cost of joint-use facilities 
at the Bonneville project as the Commission may allocate to “electric facilities,” 
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RATE SCHEDULES NOW IN EFFECT 


67. Five schedules of rates and charges for the sale of power and energy 
produced at the Bonneville project, prepared by the Administrator and con- 
firmed and approved by the Commission in accordance with the Act, are now 
in effect. They are designated as schedules A-3, C-3, E-2, F-2, and H-2. An 
analysis of the BPA publication, “Sales of Electric Energy,” showing data for 
the month of June 1944 and for the fiscal year 1944, indicates that if each 
customer had taken service during the entire fiscal year under the schedule 
applying to the customer in June 1944,” the sales for that fiscal year, by rate 
schedules, and the approximate average revenue per kilowatt-hour for energy 
sold under each schedule, would have been as shown in the following tabula- 
tion : 

BONNEVILLE-GRAND COULEE 


Energy sales Revenue 
Bonneville Approximate 
rate % of average revenue 
schedule (1,000 Kwh) (Dollars) Total (Mills per Kwh) 








(2) (4) * (6) 








5,294.8 14,296 
6,950,962.3 e 15,848,194 
107,388.5 . * 374,786 
216,476.9 870,237 
799,722.2 1,999,306 
Subtotal__- 8,079 ,844.7 19,106,819 
Exchange-_- 520,609.7 1,301,524 


Total**____| 8,600,454.4 20,408,343 





Data in this tabulation differ slightly from those reported by BPA on FPC Form 
No. 1, which shows energy sales of 8,671,091,375 kilowatt-hours in the fiscal year 1944. 


68. It will be observed from the above tabulation that about 81 percent of 
the Bonneville-Grand Coulee energy sales during the fiscal year 1944 were 
under rate schedule C-3, the kilowatt-year firm power schedule; and that 9.3 
percent were under schedule H-2, the so-called “dump power” schedule. The 
average of 2.37 mills shown at the bottom of column (6) is about the same 
as the average revenue received per kilowatt-hour for all Bonneville-Grand 
Coulee energy sold during the fiscal year 1944, as reported by the Bonneville 
Power Administration. 

69. The salient facts relating to each of the schedules of rates and charges 
now in effect are summarized below: 

(a) Schedule A-3 applies to “at-site prime power,” available to customers 
within 15 miles of the Bonneville power plant. The rate is $14.50 per year per 
kilowatt of billing demand, which, for high load factor power, is the lowest 
of the several rates. Customers taking service under this schedule must either 
consume it within 15 miles of the power plant, or if the energy is purchased 
for resale the principal part of it must be utilized within the area so de- 
fined. Thus far only two customers, both public agencies, have taken serv- 
ice under this schedule. Their power requirements are small. 

(b) Schedule C-3 applies to prime power delivered from the Bonneville 
transmission system. The rate is $17.50 per year per kilowatt of billing de- 
mand; It is especially adapted to the requirements of customers who utilize 
power at high load factor, and for this reason the metallurgical and chemical 


% Data for month of May instead of June were used in a few cases. 
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industries and the large electric utilities take service under it. The average 
revenue per kilowatt-hour received for energy sold under this schedule dur- 
ing the fiscal year 1944 was less than that under any other schedule. Much 
the greater part of the power produced at the Bonneville project is now sold 
under Schedule C-3. 

(ec) Schedule E-2 is available only to consumers who purchase power for 
resale to ultimate consumers, or to customers using power for irrigation pump- 
ing or drainage pumping. It applies to the sale of firm power either at site 
or from the transmission system. The schedule contains a two-part rate, the 
demand charge being 75 cents per month per kilowatt of billing demand, and 
the energy charge 2 mills per kilowatt-hour for the first 200 kilowatt-hours 
per kilowatt of billing demand, and 1 mill per kilowatt-hour for additional 
energy taken. This schedule is adapted to low load factor use. It contains a 
provision which limits the charge in any month, to public bodies and coopera- 
tives, to not more than 3.5 mills per kilowatt-hour during a load development 
period. A purchaser must take at least 90 percent of his monthly energy re- 
quirements from the Bonneville Power Administration, or be billed on that 
basis, to qualify for this rate. This schedule also contains a special rate, de- 
mand charge of $4.50 per year per kilowatt of annual maximum demand, 
energy charge same as above, applicable to power sold for irrigation pumping 
or drainage pumping. At present most of the BPA sales to publicly owned 
distributors are under this rate. 

(d) Schedule F-2 applies to the sale of prime power at site or at any point 
on the transmission system designated by the Administrator. This rate is 
adapted principally to the sale of power for stand-by purposes, and to the 
requirements of low load factor and medium load factor industrial and com- 
mercial customers. The demand charge is 75 cents per month per kilowatt of 
billing demand, and the energy charge is 2.5 mills per kilowatt-hour for the 
first 360 kilowatt-hours per kilowatt of monthly billing demand, and 1 mill 
per kilowatt-hour for additional energy. The features of this schedule relating 
to irrigation and drainage pumping are similar to those contained in Schedule 
E-2. Also there is a special rate of 5 mills per kilowatt-hour during a develop- 
ment period, applicable to sales to public bodies and cooperatives purchasing 
their entire power requirements from BPA. The provisions of Schedule E-2 
are more liberal in this respect, however, and for this reason nearly all of 
the public agencies have shifted from Schedule F-2 to Schedule E-2. 

(e) Schedule H-2 applies to the sale of “dump energy” to customers main- 
taining generating facilities adequate to their own needs or having firm con- 
tracts for stand-by power from other sources. “Dump energy” is defined as 
energy that may be generated from water that would otherwise be wasted. 
The points of delivery and the voltage at which the power is to be delivered 
are designated by the Administrator. The rate for “dump energy” is 2.5 mills 
per kilowatt-hour. This schedule also applies to emergency service, and is 
available to customers having their own generating facilities and rendering 
emergency service to BPA on a reciprocal basis. 


POWER AVAILABLE AT BONNEVILLE PLANT BUS AND 
ESTIMATED AVERAGE ANNUAL DELIVERIES TO CUSTOMERS 


70. The operative date, name plate rating, and maximum capability of each 
of the main generating units, together with the rated plant capacity and 
maximum plant capability, are shown in the following tabulation: 


679357—46— 64 
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BONNEVILLE POWER INSTALLATION 


y Cumulative 
. Name plate Maximum 
eee rating capability maximum 


ate (kw) capemnty 
(2) (3) 


9-28-37 *4,000 


6-86-38 43,200 | 

7-18-38 43,200 
12-23-40 54,000 

1-9-41 54,000 

9-541 54,000 59, 287,000 
5-18-42 54,000 346,000 
3-31-43 54,000 | 59,000 | 405,000 
6-15-43 54,000 59,000 | 464,000 
9-15-43 54,000 | 59,000 | 523,000 
12-14-43 54,000 | 59,000 | 582,000 





Total—Units 1 to 10 518,400 582,000 | 582,000 


* House unit. 


71. The ten water wheels are alike in all respects but the generators of 
units 3 to 10 have slightly greater over-all vertical dimensions than those of 
Units 1 and 2, and have greater capability, as shown by the above table. The 
tops of all of the generators were set at the same elevation, so that the differ- 
ence) in vertical dimensions would not mar the symmetry of the powerhouse 
interior. It will be observed that as indicated by the name plates, all of the 
units are underrated, units 1 and 2 much more so than the others. 

72. Assuming that the Bonneville and Grand Coulee projects will be operated 
in coordination both hydraulically and electrically in such manner as to 
obtain the maximum amount of prime power from the two plants, and taking 
account of the effects of existing storage in the basin, the Bonneville Power 
Administration has estimated the Bonneville prime power at 403,000 kilowatts 
at the plant bus." This figure is based upon a regulated flow of 80,220 c.f.s.,¥ 
which could be maintained as an average at Bonneville over the five-month 
period, November to March, during a water year like the record low-flow 
year of 1986-37, and upon the assumptions that under such conditions the 
reservoir would be operated at elevation 80, and that 2,500 c.f.s. of the flow 
would not be used for power purposes.” 

73. The BPA estimate of 403,000 kilowatts for the strictly continuous power, 
termed prime power, is regarded as somewhat too high under existing head- 
water storage conditions, but too low as an average over the 50-year amortiza- 
tion period. ‘It is probable that during the first 10 years of the amortization 
period, sufficient additional headwater storage will be developed to raise the 
prime power above 403,000 kilowatts on a conservative basis of calculation, 
even assuming that the War Department will not approve of a maximum 
reservoir height in excess of elevation 78 during periods of extreme low flow 
approximating the 1936-37 conditions.” It is concluded, therefore, that 403,000 


17The comparable BPA estimate of Grand Coulee prime power, after 15 main units 
shall have been installed in that plant, is 1,009,000 kilowatts. 

1% At times during the five-month low-flow period the power available at Bonneville 
might be less than 403,000 kilowatts, or that at Grand Coulee less than 1,009,000 kilo- 
watts; also during rare periods of extreme high flow, that at Bonneville would be less 
than 403,000 kilowatts ; but the BPA studies indicate that the two plants together would 
never have less than 1,412,000 kilowatts. 

# The U. S. Engineer Department estimates water requirements for operation of the 
fishways and navigation lock, together with leakage and seepage losses, at 2,500 c.f.s. 

2? During the present war emergency the reservoir is being operated at elevation 78. 
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kilowatts is a satisfactory figure for the prime power. Perhaps no better de- 
termination could be made at this time. __ 

74. At present the power required for operating the navigation facilities 
and other project works, including electric service to shops and permanent 
buildings, and for lighting the premises amounts to about 1,700 kilowatts. 
This so-called “house load” may increase in the future, and with that con- 
tingency in view an allowance of 3,000 kilowatts is made for it. This leaves 
400,000 kilowatts of prime power at the plant bus, for transmission to market. 

75. The noncontinuous or secondary energy available at Bonneville before 
transmission, with normal operation of the reservoir at elevation 72, is esti- 
mated as follows: Secondary energy available 80 percent of the time, 600,- 
000,000 kilowatt-hours per year"; remaining secondary energy, 353,000,000 
kilowatt-hours per year; total, 953,000,000 kilowatt-hours per year. 

76. A liberal allowance of 7 percent is made for power and energy losses 
between the plant bus and customers’ meters,” and it is estimated that as an 
average during the amortization period 90 percent of the prime power will be 
sold, at a load factor of 90 percent. Thus, the number of revenue-producing 
kilowatts of prime power is reckoned as 372,000." After study of the power 
situation in the Bonneville service area, present and prospective, both the 
Bonneville Power Administration and the staff of this Commission reached 
the conclusion that neither the sales factor nor the load factor would be less 
than 90 percent; and the Commission’s staff believes that the two factors 
will be about the same, whether they approximate 90 percent or a higher 
figure. The load factor is more likely to decline than the sales factor, and if 
the former should be the lower of the two, the number of revenue-producing 
kilowatts would be increased. 

77. With respect to the secondary energy, it is not possible to determine 
satisfactorily in advance either the marketable portion thereof or the amount 
of revenue to be derived therefrom. After giving full consideration to this mat- 
ter, however, and obtaining the views of BPA, the Commission’s staff is of the 
opinion that about five-eighths of the secondary energy, or say an average of 
600,000,000 kilowatt-hours per year, will be delivered to and paid for by 
customers. 

78. The commercial power and energy available at the generating plant for 
transmission to market, and the estimated revenue-producing units are sum- 
marized below: 





Units available Revenue producing 


Character of power at plant bus einits 


(Ep) PEs SONG nasubenccaccsases 400,000 Kw * 372,000 Kw 
(b) Prime energy equivalent____....._.-.---~-~-| 3,504,000,000 Kwh | 


(c) Secondary energy available 80% of the time- 600,000,000 Kwh 


600,000,000 Kw-hrs 
(d) Remaining secondary energy 353,000,000 Kwh \ 








* Firm power at 90 percent load factor (transmission losses, 7 percent; sales factor, 
90 percent). 

“It is expected that this better class of secondary energy will be utilized at a load 
factor of about 80 percent. 

The combined Bonneville-Grand Coulee system losses during the year ended Sep- 
tember 30, 1944, were 6.6 percent. Bonneville losses should be somewhat less, as the 
generating plant is near the market. 

73In case of a recurrence of the 1936-37 record low-flow conditions, both the sales factor 
and the load factor would probably be about 94 percent, with no appreciable change in 
the number of revenue-producing kilowatts. 
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THEORIES OF JOINT COST ALLOCATIONS 


79. Several methods or theories have been proposed by engineers and 
economists for allocating among purposes benefited, that part of the total 
cost of multiple-purpose water-control projects which has joint value for 
two or more purposes. In the final analysis, all of these theories stem from 
a concept of the sharing, of benefits derived from joint endeavor or joint ac- 
complishment. 

80. Among the methods most discussed are the Benefits Theory, under 
which the joint costs are divided among the purposes on the basis of the 
estimated benefits derived from the joint venture; a variant of the Benefits 
Theory, known as the Alternative-Justifiable-Expenditure Theory, under which 
the joint costs are shared in proportion to the differences between the esti- 
mated alternative justifiable costs and the actual costs incurred specifically for 
each of the purposes; the Use-of-Facilities Theory, in accordance with which 
the joint costs are divided on the basis of comparative use of the joint fa- 
cilities; the Vendibility Theory, which requires no explanation here; the Spe- 
cific-Costs Theory, by which the joint costs are simply divided in proportion 
to the specific costs incurred for each of the purposes; and the Equal-Ap- 
portionment Theory, under which the joint costs are divided equally among 
the principal purposes served. 

81. In an abstract sense, there is merit to some of these theories, but gen- 
erally they are not of considerable value in relation to water-control projects 
due to the infrequency of their applicability to practical situations. For in- 
stance, it is not difficult to appreciate the obstacles met in any effort to apply 
the Use-of-Facilities Theory, the Benefits Theory, or the Alternative-Justifiable- 
Expenditure Theory to the Bonneville allocation problem, nor can any of the 
other theories be used advantageously. 

82. At the request of the Commission, the U. S. Engineer Department pre- 
pared estimates of costs, including interest during construction at the rate of 
2.5 percent per annum, of hypothetical single-purpose projects solely for 
power development and solely for navigation at the Bonneville site, with 
normal pool level at elevation 72.% The alternative single-purpose power cost 
was estimated at $69,383,000, and that for navigation at $37,444,000 but the 
U. S. Engineer Department did not say these costs could be justified. That 
Department merely prepared the estimates as requested. However, this power- 
development estimate supplies an acceptable figure for use in the Alternative- 
Justifiable-Expenditure Theory, but the navigation-improvement estimate is 
regarded as too high to be of any value for that purpose; that is, the $37,444,- 
000 would not be a justifiable expenditure. 

83. A judgment figure could be adopted, of course, as representing the alter- 
native justifiable expenditure for navigation, and used along with the $69,- 
383,000 figure for power development in the application of the Alternative- 
Justifiable-Expenditure Theory. But it could hardly be said that the result 
would be superior to that obtainable by the application of informed judgment 
in the first instance. 

84. It appears, however, that, ignoring the implications of sections 1 and 
7 of the Act, the application of any of these theories, except the Equal-Appor- 
tionment Theory, would result in charging a preponderant share of the joint 
eosts to power development; more, apparently, than was intended by the 
Congress. ‘ 


*% See Exhibit 5 for these and other alternative project estimates. 
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PERMISSIBLE LIMITS OF BONNEVILLE JOINT COST 
ALLOCATION TO ELECTRIC FACILITIES 


85. In order to arrive at the aggregate capital cost, upon the basis of 
which schedules of rates and charges shall be established, it is necessary to 
determine the share of the cost of joint facilities at the Bonneville project 
that may fairly be borne by power, and add this amount to the sum of the 
specific power costs at the Bonneville project and the transmission costs. It 
is desirable first, however, as a preliminary to this determination, to con- 
sider the permissible limits of the share of such joint costs that power might 
fairly bear under any circumstances—the ceiling and the floor, so to speak— 
in the light of the limitations which seem to be imposed by the Act. The 
Congressional intent, as clearly expressed in the Act or as reflected by reason- 
able interpretations of its pertinent provisions, should be observed. 

86. Power development at the Bonneville project is incidental to the 
primary purpose—navigation (section 1 of the Act). 

87. An important objective of the Act was and is “to encourage the widest 
possible use of all electric energy that can be generated” at the Bonneville 
project (section 2-b) ;—‘rate schedules .. . shall be fixed and established 
with a view to encouraging the widest possible diversified use of electric 
energy” (section 6). The Commission is jointly responsible for effecting com 
pliance with the requirements of the latter directive. ° 

88. “It is the intent of Congress that rate schedules for the sale of electric 
energy ... generated at the Bonneville project . . . shall be determined with 
due regard to and predicated upon the fact that such electric energy is de- 
veloped from water power created as an incident to the construction of the 
dam” as a navigation improvement (section 7). Neither is this mandate di- 
rected to the Administrator alone. It is to be observed by any Governmental 
agency having any degree of control over the rates at which Bonneville power 
shall be sold, including, of course, the Federal Power Commission. The 
quoted language can hardly be construed as reflecting an intent that a major 
share of the joint costs should be allocated to electric facilities. 

89. Attention is invited to the fact that the provision “Rate schedules shall 
be based upon an allocation of costs made by the Federal Power Commission” 
appears in section 7 after the directive just referred to, and very significantly 
just before the following language: “In computing the cost of electric energy 
developed from water power created as an incident to and a byproduct of 
the construction of the Bonneville project, the Federal Power Commission 
may allocate to the costs of electric facilities such a share of the cost of fa- 
cilities having joint value for the production of electric energy and other 
purposes as the power development may fairly bear as compared with such 
other purposes.” 

90. In the light of a careful study of the language of sections 1, 2(b), 6, 
and particularly 7, it is concluded that Congress did not intend that a major 
share of the joint costs should be allocated to electric facilities. 

91. It is necessary then that the Commission allocate to an incidental pur- 
pose—a subordinate purpose by the terms of the Act—some appropriate 
share of the joint costs. It appears that with only two important purposes 
served*™—one primary, the other subordinate—the share of the joint costs as- 
signable to the primary purpose might approach 50 percent as a minimum 
limit; and the share allocable to the incidental or subordinate purpose might 


* Unemployment relief is important, but as that “purpose” was served only tem- 
porarily, it is of a different category from navigation and power. 
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approach 50 percent as a maximum limit. Thus, in this case, 50 percent would 
be the practical maximum limit of the allocation to electric facilities. 

92. The language of the Act authorizing such an allocation is not manda- 
tory, but permissive. If the Commission were convinced that power could not 
fairly bear any part of the joint costs, as the Commission found in the case 
of the Fort Peck project, presumably it would make no allocation at all. 
Hence, zero is the minimum limit. 

93. It is concluded, therefore, that allocation to electric facilities of any 
share of the joint costs, between zero and 50 percent, is a matter within the 
discretion of the Commission. Within these limits the share so allocated will, 
of course, be that which, in the judgment of the Commission, power may fairly 
bear as compared with other purposes. 


THE BONNEVILLE RATE LEVEL 


94. The Bonneville rate schedules now in effect have been made applicable 
also to the sale of power produced at the Grand Coulee project. More than 
half of the electric energy now being consumed in the five States of the North- 
west—Washington, Oregon, Idaho, Montana, and Utah—is generated at the 
Bonneville and Grand Coulee projects.” It may be said with substantial cor- 
rectness, therefore, that the economy of that entire region is geared to the 
existing Bonneville rate structure; and for that reason it is assumed that so 
long as the Bonneville power output is not being sold below cost, no considera- 
tion whatsoever will be given to raising the rate level. For the information 
of the Commission, Bonneville power is not being sold below cost. Even if the 
Bonneville power system (meaning all facilities utilized for the generation 
and marketing of Bonneville energy) had been carrying 100 percent of the 
cost of joint facilities at the Bonneville project throughout the preamortiza- 
tion period ended June 30, 1944, the aggregate revenues properly assignable 
to Bonneville would have exceeded the corresponding aggregate expenses for 
said period by a margin of $913,000. Moreover, it appears from an inspection 
of revenue data and financial-requirements data for the nine months ended 
March 81, 1945, that the revenue for the current fiscal year will exceed the 
annual costs by a very substantial margin. Hence, it may be assumed that 
the established Bonneville rates will either remain unchanged or be lowered. 

95. If the rates which shall be established on the basis of the allocation of 
costs to be made by the Commission should produce more revenue than is 
necessary to cover all annual costs by a reasonable margin, and if such rates 
should not be reduced, the capital investment in electric facilities would be 
recovered by the United States in a shorter period of time than 50 years. 


BONNEVILLE’S OBLIGATIONS WITH RESPECT TO JUSTIFICATION OF 
ECONOMIC FEASIBILITY OF UPSTREAM STORAGE PROJECTS 


96. In considering the matter of an allocation of costs as a basis for 
establishing schedules of rates and charges, it appears that the Commission 
may properly take cognizance of Bonneville’s obligations, present and future, 
in respect of justification of the economic feasibility of Government water- 
control projects embodying headwater improvements, particularly storage 
reservoirs, beneficial to the Bonneville project. For instance, a very substan- 
tial part of the prime power now available at Bonneville is attributable to 
the better regulated flow of the Columbia River resulting from operation of 
the Grand Coulee reservoir, with its usable storage of 5,200,000 acre-feet. 


Bonneville Power Administration press release No. N-815, of January 3, 1945. 
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97. It is expected that much additional storage will be provided in the 
Columbia River Basin above Bonneville at public expense, but considering 
the Bonneville plant as constructed, with its completed installation of ten 
main generating units (rated capacity 518,400 kilowatts; maximum capability 
582,000 kilowatts), there is a definite limit to the volume of headwater storage 
that would be beneficial to it. There is a possibility that if some 15,000,000 acre- 
feet or more of additional headwater storage should be developed, radical 
changes in the Bonneville project, to increase the installation, wdéuld be war- 
ranted. The Commission would not be justified, however, in giving considera- 
tion at this time to the possibility of such a change being made in the distant 
future. 

98. Nothing is said in the preceding paragraphs in contemplation of actual 
payments being made on behalf of the Bonneville project for benefits derived 
from headwater improvements at other Government projects. Obviously it 
would be a mistake, however, in considering the economic feasibility of a 
proposed Government reservoir on a headwater stream not to evaluate the 
benefits that would inure to downstream power developments as a result of 
the operation of the headwater storage. 


Recent report by Commissioner of Reclamation and Bonneville Power 
Administrator on allocation and repayment of costs, Columbia Basin Project. 


99. One of the purposes of the Reclamation Project Act of August 4, 1939 
(53 Stat. 1187), was “to protect the investment of the United States” in 
reclamation projects. Section 7(b) of that Act provides that “For any project 

. how under consideration or for which appropriations have been made, 
and in connection with which a repayment contract has not been executed, 
allocations of costs may be made in accordance with the provisions of section 
9 of this Act. .. .” Section 9(a) of that Act provides that “No expenditures 
for the construction of any new project, new division of a project, or new 
supplemental works on a project shall be made, nor shall estimates be sub- 
mitted therefor, by the Secretary until after he has made an investigation 
thereof and has submitted to the President and to the Congress his report and 
findings on .. . the part of the estimated cost which can properly be allocated 
to power and probably be returned to the United States in net power 
revenues.” 

100. During the past year the Commissioner of Reclamation and the Bonne- 
ville Power Administrator prepared a “Joint Report on Allocation and Re- 
payment of the Costs of the Columbia Basin project,” that project having 
been adjudged by them (after considering the Columbia Basin Project Act of 
19438—57 Stat. 14) to be within the scope of section 7(b) of the Reclamation 
Project Act of 1939, permitting the making of allocations of cost under sec- 
tion 9 of that Act. Their report and all the allocations, determinations, and 
findings set forth therein were approved and adopted by the Secretary of 
the Interior on January 31, 1945. The following language, involving the 
Bonneville project, is quoted from page 47 of the report: 


The Bonneville Power Administration will pay to Grand Coulee out of 
revenues derived from the sale of power produced at Bonneville only for 
the benefits received from Grand Coulee storage. This payment is $187,- 
570 per year for 50 years and represents 3% interest and amortization on 
$4,826,129, which is the portion of the commercial power allocation ap- 
plicable to the Bonneville Dam Project. 


101. Upon reading the Columbia Basin Project report referred to above, 
and having in mind the requirements of the Bonneville Act with respect 
to disposition of receipts, it was first understood that the Administrator did 
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not in reality propose to make any actual payments to Grand Coulee, or 
rather to the Reclamation fund, out of Bonneville revenues on account of 
headwater benefits, but that he merely intended to take account of such 
amounts in the BPA bookkeeping, as an indication of Bonneville’s contribu- 
tion toward the economic justification of the Grand Coulee project. But in a 
letter dated May 5, 1945, to the Commission, commenting upon a draft of 
this report, the Administrator, upon the advice of counsel, says: 


It is not the intention of the Columbia Basin Project report that such 
payments be entered only on the books of the Bonneville Power Admini- 
stration. It is our understanding that revenues will be credited on the 
books of the Treasury to the Reclamation Fund instead of to Miscellaneous 
Receipts to the extent of the obligation for upstream river regulation. 


102. In this connection attention is invited to the first sentence of section 
11 of the Bonneville Act (50 Stat. 731), which reads: 





Sec. 11. All receipts from transmission and sale of electric energy gen- 
erated at the Bonneville project shall be covered into the Treasury of the 
United States to the credit of miscellaneous receipts, save and except that 
the Treasury shall set up and maintain from such receipts a continuing 
fund of $500,000, to the credit of the administrator and subject to check 
by him, to defray emergency expenses and to insure continuous operation. 


103. There has been no occasion for this Commission to determine the 
headwater benefits to the Bonneville project attributable to the operation of 
the Grand Coulee reservoir. Section 10(f) of the Federal Power Act does not 
authorize such determinations by the Federal Power Commission where both 
the benefited project and the project having the headwater improvements are 
owned by the United States. Neither does the Federal Power Act nor any 
other statute, so far as is known to this office, authorize any other agency 
or department of the United States to make such determinations in contem- 
plation of annual payments actually being made by or on behalf of the 
benefited project. 

104. Bonneville benefits from Grand Coulee storage to a greater degree 
than would be the case if both Bonneville and Grand Coulee were privately 
owned and under Federal license, because according to the BPA commitment 
the two projects are and will continue to be operated in coordination in 
such manner that the prime power output from the two plants will be a maxi- 
mum. In other words, the storage is operated for the mutual benefit of the 
two projects, which is obviously in the public interest. It is hardly probable 
that the operation of two privately owned water-power projects would be so 
well coordinated, particularly if the projects were owned by diverse interests, 
even though both were under Federal license. 

105. Irrespective of what consideration, if any, the Commission may feel 
justified in giving to the proposed annual payment of $187,570" per year 
during the 50-year amortization period as Bonneville’s contribution to the 
economic justification of the Grand Coulee project, the Commission may as- 
sume with confidence that an actual payment in that amount, if such were 
permissible, would not be excessive. 

106. It may be observed that while the Bonneville Act contains no language 
relating to headwater benefits, the Congress has, in the Federal Power Act, 
recognized the equity of payments for such benefits. In the instant case, the 
only question for consideration is whether the cost allocations and rates shall 
be determined and established with a view to having gross revenues sufficient 


™ See somewhat larger figure at bottom of page 33 of the Columbia Basin Project report. 
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in amount to cover all annual costs, and in addition provide a margin, of say 
about $400,000 per year, which when deposited in the Treasury to the credit 
of miscellaneous receipts as required by the Act, will in effect constitute a 


payment to the United States for benefits from headwater improvements, 
present and future. 


WHAT SHARE OF THE JOINT COSTS AT THE BONNEVILLE PROJECT 
MAY NAVIGATION FAIRLY BEAR? 


107. Pursuant to a request of this Commission, the Chief of Engineers, War 
Department, caused a study to be made by the U. 8S. Engineer Department 
with a view to reaching a conclusion regarding the part of the Bonneville 
project cost which, in view of the superb improvement of the Bonneville-The 
Dalles stretch of river, could reasonably be charged to navigation. The views 
of the Chief of Engineers were desired for the information of the Commission 
in connection with its determination of the share of joint costs at the Bonne- 
ville project which ‘may fairly be borne by power, in comparison with the 
share that may fairly be borne by other purposes. Attention is invited to the 
Deputy Chief of Engineers’ letter of September 29, 1944, in which he reports 
the results of that Department’s studies, indicating that the present value 
of the direct benefits to navigation made possible by the Bonneville project 
is $13,170,000. 

108. The Deputy Chief of Engineers calls attention, however, to indirect, 
intangible, and contingent benefits expected to result from this high-class 
navigation improvement, such benefits not being subject to appraisal on a firm 
statistical basis. He states that the estimate of $13,170,000 makes no allowance 
for the possibility that ocean-going vessels may use the deep-water channel 
above the Bonneville dam in the future, and refers to the national defense 
value of this navigation facility. 

109. Taking into consideration benefits of the character referred to in 
paragraph 108 above, the Deputy Chief of Engineers informed the Commission 
of the view of the Office of the Chief of Engineers that an appropriate total 
allocation to navigation of Bonneville project costs would be the sum of the 
cost of the navigation facilities and one-half of the cost of the joint facilities. 

110. The Corps of Engineers, U. S. Army, has been responsible for the 
planning, construction, operation, and maintenance of navigation facilities, and 
in general for improvement of the rivers of the United States for navigation, 
for more than a century. It is suggested that the views of that agency regard- 
ing justifiable expenditures for navigation improvements should enlist the 
attention of any tribunal dealing with a problem of that character. Its views, 
as set forth in the Deputy Chief of Engineers’ letter, concerning the part of 
the Bonneville project costs that might reasonably be borne by navigation, are 
commended to the Commission for careful consideration in -connection with 
its allocation of a fair share of the joint costs to electric facilities. 


POTENTIAL MARKET FOR SECONDARY ENERGY REPRESENTED 
BY A CLASS OF CUSTOMERS WHO CANNOT AFFORD TO TAKE 
SERVICE UNDER ANY RATE SCHEDULE NOW IN EFFECT 


111. In the Bonneville service area there is a large potential market for 
secondary energy for the operation of electric boilers which might be in- 
stalled by the pulp and paper industry if the rates charged for such energy 


% Exhibit 6 herewith. 
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were sufficiently low to meet the competition of “hogged fuel” or wood wastes, 
now used in such plants as fuel for producing steam. This situation has been 
investigated by the Bonneville Power Administration, and some study has 
been given to it by the Commission’s staff. As yet the Administrator has sub- 
mitted no new rate schedule for consideration by the Commission, and it is 
not known what he will propose. It appears, however, that the kilowatt-hour 
rate will necessarily be low in comparison with the 2.5-mill “H-rate” charge 
(see paragraph 69), since otherwise the installation of electric boilers and 
the operation and maintenance of two complete sets of boilers would not 
be justified. 

112. Several pulp and paper plants are located along or reasonably near 
the high-tension lines of the Bonneville transmission system, and their poten- 
tial energy requirements are large enough to absorb all of the secondary 
energy available from the Bonneville project; however, only such part of 
the non-firm energy as would not be required by customers taking service 
under the existing H-rate would be available to this new class of customers. 

113. In evaluating the Bonneville power output, all available secondary 
energy classified as marketable, except 80,000,000 kilowatt-hours per year 
assumed to be taken by H-rate customers, has been given a nominal value of 
one mill per kilowatt-hour. It will probably command a higher price. 


ANNUAL FINANCIAL REQUIREMENTS 


114. The annual financial requirements with respect. to power facilities 
at the Bonneville project (including 50 percent of the joint costs) and the 
Bonneville transmission system, based upon completed facilities (that is, as- 
suming that all costs chargeable to generation and transmission have been 
incurred), are considered in three categories, namely, fixed charges, operation 
and maintenance expenses, and interim replacements costs. The latter item is 
in the nature of extraordinary maintenance, which, together with the usual 
maintenance, will keep all power facilities and joint facilities in first-class 
operating condition continuously during the 50-year amortization period.” 


Bonneville project electric facilities. 


115. Exhibit 7 shows, for power facilities at the Bonneville project, the 
estimated annual financial requirements in considerable detail, under the as- 
sumption that 50 percent of the cost of joint facilities will be allocated to 
electric facilities. This assumption is, of course, merely for illustrative pur- 
poses, and the statement may be adjusted readily in such manner as the Com- 
mission may desire to show comparable results for other allocations of joint 
costs. Fishways, being a joint responsibility, have been classified along with 
facilities having joint value for navigation and power development. The 
annual financial requirements, based ‘upon a capital investment of $38,340,261 
for specific power facilities, plus $20,368,047 as representing half the cost of 
joint facilities (total—$58,708,308), may be stated in brief form as follows: 


2 While it is possible, or perhaps probable, that Congress will enact legislation re- 
quiring that annual payments in lieu of State and local taxes be made on behalf of the 
Sonneville power system, and also that payments be made on account of headwater 
benefits, these elements of annual costs are not dealt with in the following statements 
because such payments are not now authorized or required. As indicated in paragraph 
127 of this report, however, these items together might total about $750,000 per year. 
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Annual financial requirements power and joint facilities 
at Bonneville project 


Fixed charges (interest 2.5%; amortization 1.02581%)__...._____ $2,069,948 
Operation and maintenance (specific power facilities, $277,500; 


half of joint facilities, $122,500) - sence aimee 400,000 


Interim replacements" (specific power facilities, $311,393; half of 
joint facilities, $31,421) : { by 342,814 
Total ~~ Zi Sai akaiebieaagttenaa once ae 
Annual financial requirements expressed as percent of capital cost__ 4.791 


Bonneville transmission system. 


116. At the request of the Chief Engineer, the Bonneville Power Adminis- 
tration, after estimating the capital cost of the Bonneville transmission sys- 
tem at $42,660,000, prepared an estimate of the annual financial requirements 
with respect thereto, which, as slightly modified to give effect to supplemental 
data supplied on March 12, 1945, by the BPA staff, is shown in brief form 
as follows :* 


Annual financial requirements $42,660,000 Bonneville transmission system 


Fixed charges (interest 2.5%; amortization 1.02581%) $1,504,111 
Operation and maintenance -_---___-~~- 1,156,796 
Interim replacements ~_..._-----~- seidlateanicbedlil jaliialaemeids A 707,726 

“8,368,636 
Annual financial requirements expressed as percent of capital cost__ 7.897 


117. As shown in the Transmission section of this report, the Commission’s 
staff gave careful consideration to the BPA estimate of capital cost and con- 
cluded that it was moderately too high; and after mature consideration, it has 
been recommended that the Commission proceed under the assumption that the 
capital cost of the transmission lines and substations, and facilities and struc- 
tures appurtenant thereto required by section 2(b) of the Act, will be $40,000,- 
000. About 70 percent of the cost of these facilities, collectively called the 
Bonneville transmission system, was incurred prior to July 1, 1944. The esti- 
mated financial requirements for the $40,000,000 system, prepared in exactly 
the same mannér as was the BPA estimate, are shown below: 


Annual financial requirements $40,000,000 Bonneville transmission system 


Fixed charges _._..... $1,410,824 
Operation and maintenance ~-....--.---_----__----_~-- bindhedasdohatitb dn . 1,146,796 
Interim replacements 663,600 


"8,220,720 
Annual financial requirements expressed as percent of capital cost__ 8.052 


* The operation and maintenance costs were estimated by the U. 8. Engineer De- 
partment at the request of the Commission. That Department built the Bonneville pro- 
ject and maintains and operates it (see Exhibit 10 herewith). 

% Exhibit 9 shows estimate of interim replacements annuity in detail. The annual 
financial requirements for this purpose were determined by Senior Engineer Lesher 8. 
Wing of the Commission’s staff, in collaboration with representatives of the Corps of 
Engineers, Bonneville Power Administration, and Bureau of Reclamation. 

# Exhibit 8 shows estimated annual financial requirements for Bonneville transmission 
system. 
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Combined annual financial requirements. 


118. Combining the annual financial requirements of the Bonneville project 
and of the $40,000,000 Bonneville transmission system, the total is found to be 
as follows: 


Annual Financial Requirements Generation and Transmission 


Electric facilities at Bonneville project $ 2,812,757 
Bonneville transmission system 3,220,720 

6,033,477 
Estimated ultimate capital cost 98,708,308 
Total annual financial requirements expressed as percent of capital 


119. Thus it is seen that if the Federal investment in facilities for the gen- 
eration, transmission, and sale of Bonneville power had been $98,708,308 as of 
July 1, 1944, the estimated average annual cost of the Bonneville power, de- 
livered at the market (3,532,848,000 kilowatt-hours per year), during the 50- 
year amortization period would be $6,033,477, or 1.708 mills per kilowatt-hour. 


COST OF BONNEVILLE ENERGY AT THE MARKET AND AT THE PLANT BUS 


120. The actual situation as of July 1, 1944, was, however, as follows: Of 
the anticipated ultimate capital cost of $98,708,000, only about $86,128,000 had 
been expended ($57,803,000 for specific power facilities and joint facilities at 
the Bonneville project; and approximately $28,325,000 for transmission fa- 
cilities and related general facilities). Capital costs remaining to be incurred 
amount to about $12,580,000, of which $11,675,000 is for transmission facili- 
ties and $905,000" for Bonneville project electric facilities. It is assumed that 
the remaining transmission costs will be incurred during the five fiscal years 
ending June 30, 1949, according to the program shown in paragraph 50. 

121. Moreover, a calculation by the Commission’s staff, based upon revenue 
data supplied by the Bonneville Power Administration, and expense data 
supplied by both the BPA and the U. 8S. Engineer Department, indicates that 
$4,528,000 of the aforementioned combined Federal investment in Bonneville 
generation and transmission facilities was recovered by the United States 
prior to July 1, 1944. 

122. In view of the fact that $12,580,000 of the $98,708,000 estimated total 
capital cost has not yet been incurred, and hence that part of the investment 
will necessarily be made some years subsequent to the focal date, July 1, 1944, 
and also of the fact that $4,528,000 of the Government’s combined investment 
in electric facilities for the generation, transmission, and sale of Bonneville 
power was recovered by the Treasury during the development and equipment- 
installation period ended June 30, 1944, the aggregate annual costs will be 
less than the $6,033,477 shown in paragraph 119 above. Giving appropriate 
consideration to the time distribution of costs yet to be incurred, and to the 
calculated recovery of $4,528,000 of the Government’s investment prior to July 
1, 1944, and using an interest rate of 2.5 percent per annum, the Commission’s 
staff has made a calculation which indicates the proper value of the estimated 
average annual costs during the 50-year amortization period to be $5,781,000. 

123. The $5,781,000 shown at the end of paragraph 122 above is the esti- 
mated average annual cost at the market of Bonneville power deliveries to 


*% This figure is based upon the assumption that 50 percent of the cost of joint-use 
facilities at the Bonneville project will be allocated to electric facilities. 
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customers during the 50-year amortization period commenced July 1, 1944. 
Estimated annual energy deliveries, as_computed from the revenue-producing 
units shown in paragraph 78, amount to 3,532,848,000 kilowatt-hours, the in- 
dicated average cost of which, at the market, is 1.636 mills per kilowatt-hour. 

124. The corresponding estimated unit cost of the energy at the plant bus 
is 0.709 mill per kilowatt-hour. 


CONSIDERATION OF THE SHARE OF THE COST OF JOINT 
FACILITIES THAT POWER MAY FAIRLY BEAR 


125. It has been concluded that, under what seems to be a proper inter- 
pretation of the Act, 50 percent of the cost of joint facilities at the Bonneville 
project is the maximum permissible limit of the contemplated allocation of 
such costs to electric facilities. If it should be found that power can readily 
bear—and fairly bear—50 percent of the joint costs, as compared with what 
navigation and other purposes may fairly bear, it would appear to be in 
order to make the maximum permissible allocation to “electric facilities.” 

126. The question of what part of the Bonneville joint costs and of the 
total Bonneville project costs navigation may fairly bear has been touched 
upon in paragraphs 107 to 110, above, and the Commission’s attention has 
been invited to the views of the Office of the Chief of Engineers, War Depart- 
ment, on this subject. That Office has expressed the opinion that an alle 
cation of 50 percent of the joint costs to navigation would be appropriate. 

127. On the basis of Bonneville rate schedules now in effect and of + 
50-percent allocation of joint costs to electric facilities, and assuming the 
sale of 372,000 kilowatts of 90-percent-load-factor firm power at $17.50 per 
kilowatt-year ;. 80,000,000 kilowatt-hours of secondary energy at 2.5 mills per 
kilowatt-hour; and assigning a nominal value of one mill per kilowatt-hour 
to the remaining 520,000,000 kilowatt-hours of secondary energy, it is found 
that the annual gross revenues would exceed the aggregate annual financial 
requirements, including provision for amortization of the capital costs, by 
the margin of $1,449,000 per year. It is anticipated, however, that in addition 
to Bonneville’s present and future obligations to contribute to the economic 
justification of headwater improvements beneficial to the Bonneville project, 
the Congress, in establishing a permanent administration, will provide for an- 
nual payments in lieu of State and local taxes; and if such payments should 
be on the same basis as those made by the Tennessee Valley Authority under 
the Act of Congress establishing that agency, this item and the headwater 
improvements obligation might together amount to about $750,000 per year. 
Thus, the indicated excess of annual revenue over annual costs would be re- 
duced to about $700,000; and there would be no assurance that the margin 
would be this large, as that would depend principally upon the degree of 
success the management might have in disposing of secondary energy. 

128. The rates at which Bonneville power shall be sold will be based upon 
the Commission’s allocation of costs, and if the Commission should allocate 
to “electric facilities” 50 percent of the joint-facilities costs at the Bonneville 
project it appears that, in view of the present and prospective financial obli- 
gations of the Bonneville power system, the rates now in effect could not be 
substantially lowered. It is desirable and necessary that the annual revenue 
exceed the annual costs by a reasonable margin. 

129. It is concluded that power may fairly bear the maximum permissible 
share of the Bonneville project joint costs; that is, 50 percent of such costs. 
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UNEMPLOYMENT RELIEF 


130. As stated in paragraph 12, the commencing of construction of the 
Bonneville project was occasioned by the Government’s effort to provide 
work for unemployed people during a period of extreme business depression 
and widespread unemployment. Believing that the necessity for complying with 
the provisions of the National Industrial Recovery Act and the numerous rules 
and regulations thereunder resulted in some increase in the cost of the proj- 
ect, the Chief Engineer caused a study to be made of this matter in 19387. 
Notes prepared at that time have been reviewed recently, and a memorandum 
on the subject prepared in this office. 

131. The officers and civilian engineers of the U. S. Engineer Department 
feel that the use of relief labor on the Bonneville project did not appreciably 
affect the costs, and express the opinion that even if the costs were increased, 
it would not be possible to determine the amount of the increase. 

132. As a result of the study by the Commission’s staff, however, it was 
eoncluded that conduct of the work for the relief of unemployment during the 
first three or four years of the construction period may possibly have increased 
the costs by as much as $3,000,000. However, it does not appear that any 
allocation to, or write-off on account of, unemployment relief would be desir- 
able or justified, inasmuch as it would be difficult to substantiate any position 
that might be taken with respect to this matter. 


WARTIME PROGRAM FOR EXPEDITING INSTALLATION OF 
BONNEVILLE GENERATING BQUIPMENT 


133. In December 1941, immediately after the attack on Pearl Harbor, an 
expedited final-stage construction program was adopted by the War Depart- 
ment with a view to the installation of all remaining generating units in the 
Bonneville power plant as rapidly as possible. This action was taken as a 
wartime national defense measure. 

134. Recognizing that this expedited program necessarily resulted in some 
increase in the cost of the Bonneville project, the Chief Engineer requested 
the U. S. Engineer Department to prepare an estimate of the amount of such 
increase. The estimate, prepared by the U. S. Engineer Office at Portland, 
Oregon, indicates an increase in cost of $2,715,720" reasonably attributable 
to the rush program. It would hardly be appropriate, however, to write off any 
part of the Bonneville project costs on this account, because the power load 
available to Bonneville due to the war increased as rapidly as generating 
facilities could be installed to serve it, with a resulting increase in revenue 
which much more than counterbalanced the aforementioned increase in proj- 
ect costs. 

135. It may be of interest to the Commission to note from Exhibit 12 
herewith that during the four fiscal years ended June 30, 1944, the Bonneville 
project generated 8,991,878,000 kilowatt-hours as compared with 9,317,182,000 
kilowatt-hours generated at Grand Coulee, or 49.11 percent of the total. Grand 
Coulee commenced operation in March 1941. 


RECOM MENDATIONS 


136. Upon the assumption that in order to complete construction of all 
Bonneville electric facilities, and also the joint-use facilities at the Bonne- 
ville project, it will be necessary to incur additional capital costs as follows: 


* Exhibit 11 herewith. 
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For facilities at the Bonneville project having value solely for power purposes, 
$658,613 in addition to the $37,681,648 incurred therefor prior to July 1, 1944; 
for facilities at said project having joint value for the production of electric 
energy and other purposes, $492,368 in addition to the $40,243,726 incurred 
therefor prior to July 1, 1944; and for transmission lines and substations, 
and facilities and structures appurtenant thereto required by section 2(b) of 
the Act, $11,675,000 in addition to the $28,325,000 (approximately) incurred 
therefor prior to July 1, 1944; 
It is recommended that: 


(a) The Commission immediately allocate to electric facilities the fol- 
lowing costs: The $37,681,648 expended prior to July 1, 1944, for facili- 
ties at the Bonneville project having value solely for power purposes; 
the sum of $20,121,800 of the $40,243,726 expended prior to July 1, 1944, 
for facilities at the Bonneville project having joint value for production 
of electric energy and other purposes; and the $28,324,922 expended prior 
to July 1, 1944, for transmission lines and substations, and facilities and 
structures appurtenant thereto, pursuant to the provisions of section 2(b) 
of the Act; making a total immediate allocation of costs to electric fa- 
cilities in the amount of $86,128,370. 

(b) The allocation of costs to electric facilities recommended in para- 
graph (a) above ($86,128,370),. and each of the three component parts 
thereof, be made subject to future revision and readjustment by the Com- 
mission in order that the Commission may duly consider and make ap- 
propriate disposition of such capital costs as may be reported to it by the 
Corps of Engineers and the Bonneville Power Administration in addition 
to the costs already reported by those agencies. 


(Signed) Roger B. McWHorrTER, 
Chief Engineer. 


SmirH, CoMMISSIONER, dissenting: 


The problem here—a difficult one calling for careful factual analysis and 
the exercise of sound and balanced judgment—is that of determining what 
portion of the cost of the joint power-navigation facilities at the Bonneville 
Dam Project can fairly be borne by electric power production and, by necessity 
implication, how much should be allocated to the improvement of navigation, 
admittedly the only other purpose or function of the project. 

The, total investment in such joint facilities—consisting chiefly of the dam, 
reservoir and fishways—is $40,243,726.84 as of July 1, 1944. Based upon the 
report of the Commission’s Chief Engineer,’ referred to in the findings and 
determinations, the majority determines that only $20,121,800 (or about 50%) 
of this investment should be allocated to power. The result is the determina- 
tion of an aggregate cost for power facilities (including transmission) of 
$86,128,370.33, with the balance of the total project cost, or $25,905,982, 
remaining for assignment to some other purpose. 

I can accept neither this conclusion nor the manner whereby it is reached. 
In my judgment not less than $34,000,000 (or approximately 85%) of the 
cost of the joint power-navigation facilities should be allocated as the amount 
which electric power production may fairly and should properly bear. On this 
basis, as of July 1, 1944, the total investment to be charged to power and to 
be amortized under the Act from Bonneville power revenues would become 


1 Hereinafter referred to as “‘the report.” 
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about $100,000,000,7 with the remainder of the total cost of the project— 
amounting to nearly $12,000,000—being the maximum properly assignable to 
navigation. 


BASIS OF COMMISSION’S ALLOCATION 


The Report upon which the Commission’s determination is based discusses, 
and rejects, all formulae for allocating joint-facility costs which have hereto- 
fore been used in dealing with such multi-purpose projects. Some of the 
criticisms levelled at these familiar yardsticks and their application have 
validity. Yet, if one is persuaded to reject them all and to look for the con- 
trolling principle adopted for the instant purpose, he will be disappointed. 
He is advised, simply, that the result follows from the application of “informed 
judgment” to a situation in which the production of electric power is viewed 
as a mere “byproduct,” “incidental” to the construction and operation of the 
project as a whole. : 

Admittedly, informed judgment is indispensable to any allocation such as 
that here involved. It is submitted, however, that such judgment, to be useful, 
must be soundly exercised in an orderly and comprehensible marshalling of 
all the facts and relevant considerations. But the term should not be in- 
voked in an effort either to support an indefensible conclusion or to excuse 
a failure to explain clearly and justify logically the methods by which it is 
reached. 


POWER AS AN INCIDENTAL BYPRODUCT 


Astonishing though it may be to those who are familiar with the reasons 
for the construction of the Bonneville Project, the estimates of benefits sub- 
mitted when it was under consideration by the Congress, and the results of 
its operations to date, the report adopts the view that electric power pro- 
duction at Bonneville is a purely incidental byproduct. This, in turn, be- 
comes the principal bulwark for the assumption that no more than 50% of 
the joint-facility investment can properly be assigned to power. 

Thus, the view is taken that, since power is by hypothesis an incidental by- 
product, “permissible limits” are set within which the allocation to power 
production must be made. These limits are said to range from zero to 50%. 
Just how the ultimate conclusion is reached that the actual allocation should 
coincide with the “maximum permissible” is never made clear. Nor is any 
consideration given in the report to an allocation to power of anything less 
than 50% of the joint facility costs. It is hard to see, therefore, how any 
real significance can be attached to this permissible-limit zone within which 
“informed judgment” can be exercised by the Commission under this theory. 

The assumption that these permissible limits extend from nothing to 50% 
stems from the strained and unwarranted construction which, in my opinion, 
has been placed upon the language of the statute. Congress, to be sure, at 


2 Consisting of : 
Allocated to power as 85% of the joint power-navigation invest- 
ment in the Bonneville Dam Project $ 34,207,167.81 
For direct power facilities at Bonneville.*__......__-_-____-_-__ 37,681,648.33 
Assigned for a portion of the Bonneville-Grand Coulee transmission 
28,324,922.00 
~100,213,738.14 
* See the determination of the Commission as set forth in paragraph B of the deter- 
minations herein. . 
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several places in the Act* has referred to the improvement of navigation as 
the first purpose of the project afd tothe production and sale of electric 
energy in excess of operating requirements as “an incident to and a byproduct 
of its construction.” It seems to me plain, however, that in describing navi- 
gation as a “primary” purpose the Congress was not undertaking to estab- 
lish a standard for cost allocation; it was simply following a familiar pattern 
dictated by considerations of constitutionality, a pattern which had been in- 
yoked in many other instances including even the Boulder Canyon Project 
Act.* 

That this is more than mere conjecture is amply evidenced by the statement 
made by Senator Norris during the hearings on the Bonneville Project in 
1936. He made the point perfectly clear when he referred to navigation as the 


“constitutional peg’ and “the excuse .... in the legal sense for the legis- 
lation ... .”° Likewise the comprehensive surveys made by the U. S. Army 


Engineers at the request of the Congress before construction was started at 
Bonneville, emphasized repeatedly the fact that power development was actu- 
ally the predominant reason for improving the Columbia River above tide- 
water.® 

From the foregoing it seems to be abundantly clear that Congress recog- 
nized that power is really the principal function served by the Bonneville 
Project. It also seems plain that the Congress—rather than settling this 
question of allocation by direct legislative fiat, which would have been a simple 
matter—chose to assign the task for impartial determination by this Com- 
mission as its agent. I do not believe that Congress intended to do a purpose- 
less thing in referring this problem to us, as would have been the case had it 
intended to decide the issue in advance by means of the language referred to, 
thus leaving this Commission with no function to perform except that of trans- 
lating some adjectives into percentages and dollars. I cannot accept, there- 


3 Bonneville Act, Public No. 329, 75th Congress, notably in the declaration of purpose 
in section 1 and in relation to rate schedules and cost allocations in section 7. It is 
interesting to note, however, that 9 of the 13 sections of the Act are concerned specifi- 
cally, and for the most part predominantly, with power production, distribution and sale. 

*Public No. 642, 70th Congress. Section 6 of this Act states: “That the dam and 
the reservoir provided for by section 1 thereof shall be used: First, for river regulation, 
improvement of navigation, and flood control; second, for irrigation and domestic 
uses . ..; and third, for power.” Yet it can hardly be contended, in any realistic sense, 
that the improvement of navigation was or is regarded as of primary significance, pur- 
pose, or consequence in the case of this project. 

Likewise the legislation relating to the Grand Coulee Project (Public No. 409, 74th 
Congress) gives primary emphasis, in the traditional manner of such legislation, 
to navigation and flood control as the primary purposes of the project. This legislative 
language, however, has not led the Department of the Interior to write off to these 
functions more than a nominal amount ($1,000,000 of 0.8%) of the joint-facility invest- 
ment at Grand Coulee. Of the total cost of nearly $500,000,000 at Grand Coulee, it is 
estimated that power will pay out 72%, although it is stated that only about one-fourth 
of the total cost is allocable to power, while the joint facility costs are allocated 
approximately 56% to power and 44% to irrigation. U. S. Department of the Interior, 
Joint Report on Allocation and Repayment of the Costs of the Columbia Basin Project, 
by the Bureau of Reclamation and Bonneville Power Administration, approved by the 
Secretary of the Interior on January 31, 1945, Parts IT and III. 

‘Hearings before Subcommittee of Senate Committee on Agriculture and Forestry, 
Navigation and Flood Control on the Columbia River and its Tributaries, 74th Congress, 
2d Sess. (1936), pp. 33-34. 


*H. Doc. 103, 73d Congress, Ist Sess. (1933), 1845 pages. 
82, 1736 and 1746. 


679357—46— 65 


See especially pp. 3, 20, 
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fore, the tenuous “permissible limits” doctrine espoused in the Report as a basis 
for the view that no more than 50% of the joint-facility costs may properly 
be allocated to the “incidental” or “byproduct” production of electric power.’ 


PURPOSES OF ALLOCATION 


As I see it, the function of the Commission in arriving at this determination 
under the Bonneville Act had been stated clearly by the Congress in the fol- 
lowing language: 


, «.. Rate schedules shall be based upon an allocation of costs made by the 
Federal Power Commission. In computing the cost of electric energy de- 
veloped from water power created as-an incident to and a byproduct of 
the construction of the Bonneville project, the Federal Power Commission 
may allocate to the costs of electric facilities such a share of the cost of 
facilities having joint value for the production of electric energy and other 
purposes as the power development may fairly bear as compared with such 
other purposes.’ 

These rate schedules are to ... be drawn having regard to the re- 
covery (upon the basis of the application of such rate schedules to the 
capacity of the electric facilities of Bonneville project) of the cost of 
producing and transmitting such electric energy, including the amortiza- 
tion of the capital investment over a reasonable period of years... .* 


It is of course true, as the majority has pointed out, that other sections of 
the Act contain rate-making directives to the Bonneville Power Administrator 
which may, in some respects and to some extent, conflict with the language 
quoted above. Thus, section 6 speaks of rates to encourage “the widest pos- 
which by itself might imply the lowest rates conceiv- 
able regardless of the recovery of investment. Similar language appears also 


sible use of electricity,’ 


in section 2(b), which refers to the provision by the Administrator of facilities 
in the operation of the project. Such phrases, however, and the conflicts of pur- 
pose—real or apparent—arising therefrom are, like the references to power 
as an incidental byproduct, not uncommon in the statutes providing for the con- 
struction and operation of federal power projects.” 

Taking the Act as a whole, it cannot be doubted that the Congress intended 
the rates to be so constructed as to encourage the widest possible use of 
electricity consistent with the operation of the power project on a self-liquidat- 
ing basis. As far as this Commission is concerned, the purpose of Congress 
seems clear and unmistakable. Evidently Congress intended the Commission, 
as its own disinterested agency, to so perform the functions entrusted to it 
as to insure, not the buttressing of any particular schedule of rates, but, in- 
sofar as practicable, the amortization of the full cost properly to be imputed 
to the investment in power production. Otherwise the inclusion in the Act 
of the provisions calling for the Commission’s confirmation and approval of 


™To emphasize the word “may,” and thus to suggest that the function to be per- 
formed by the Commission is a purely discretionary one (Report, p. 965), seems to me 
mere sophistry. The problem is that of determining the fair share of the cost which is 
attributable to power production and this issue is not to be avoided by a play on 
words. Furthermore, this construction will not square with the view that the Com- 
mission's exercise of judgment is closely circumscribed by the so-called permissible limits 
—to which the Report repeatedly refers—but of which only the “maximum” has any 
real significance. Not even in the report, in other words, was it suggested that anything 
less than 50% of the joint-facility costs may fairly be assigned to power (Report, p. 979). 

* Public No. 329, 75th Congress, section 7. Italics supplied. 

® Ibid. 

See, for example, the identical provisions of the Fort Peck Act, 52 Stat. 403, sec- 
tions 2(b), 5 and 6. 








vi 
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rate schedules designed to recover all power costs—including the amortization 
of the entire investment in power facilities, both direct and joint—would have 
been mere surplusage without point or purpose. 

This necessary relationship of the problem of allocation to that of rate- 
making is recognized throughout the Report. Indeed, the necessity and desir- 
ability of creating a situation under which annual revenues shall exceed annual 
costs by a reasonable margin is emphasized. This emphasis upon existing rates 
and the evident desire to keep the amortizable power investment at a minimum 
raises questions as to the basis and adequacy of the whole analysis. Since the 
purpose of the allocation is to provide a basis for the rates to be charged, it 
would manifestly be putting the cart before the horse if the allocation were to 
be found on some preconception as to desired rates. In my opinion, the Com- 
mission’s instant determination—based upon the report’s confused approach 
to the problem of allocating joint-facility costs—comes perilously close to an 
abdication of the function which the Congress intended us to perform. 









OTHER WEAKNESSES OF THE REPORT AND FINDINGS 















As stated above, the Report discusses various possible methods of allocating 
the investment in joint power-navigation facilities, but rejects them in favor 
of an “informed judgment in the first instance,” subject, however, to the sup- 
posed “permissible limits” implied from certain language in the Act.“ This 
leads, among other things, to the conclusion that power can “fairly”—or 
“readily’—bear no more than 50% of the joint facility cost, although it is 
pointed out elsewhere that power has carried, is now carrying, and presumably 
could continue to bear—under rates which, according to the Bonneville Power 
Administration, are the lowest in the country—100% of the cost of the joint 
facilities of the project.” 


Excessive allocation to navigation implied 










This treatment involved a number of other inconsistencies, some of which 
are too serious to be overlooked. For example, although both the report and 
the findings and determinations carefully avoid any explicit allocation to navi- 
gation and any determination of the total investment attributable to its im- 
provement—such allocation and determination by this Commission not being 
necessary under the statute—nevertheless, in view of the nature of the project, 
the conclusion is inescapable that the balance of the total project cost ($25,905,- 
982 as of July 1, 1944, or about $27,000,000 including costs to completion) is 
necessarily imputed by implication to navigation. There is no other project 
function to which these remaining costs can be assigned; obviously they can- 
not be left dangling in mid air. 









™ Report, pp. 971 and 979. See also note 7, supra. 

2 See Report, pp. 972 and 979. Compare also the prediction in a report on the 
Columbia Basin (Grand Coulee) Project approved by the Secretary of the Interior that 
“the presently effective rates of the Bonneville Power Administration are anticipated to 
produce revenues sufficient not only to meet the legal requirements .. ., but also to 
provide revenues ... to return the power investment with interest and in addition 
thereto to repay all irrigation and other reimburseable costs of the project which 
cannot be repaid otherwise.” U. S. Department of the Interior, Joint Report on Alloca- 
tion and Repayment of the Costs of the Columbia Basin Project, by the Bureau of 
Reclamation and Bonneville Power Administration, as approved by the Secretary of 
the Interior on January 31, 1945, pp. 49-53. In other words, revenues from Grand 
Coulee power are expected to cover, under present Bonneville rates, all the direct and 
allocated joint costs for Grand Coulee power and, in addition, the joint costs allocated 
to irrigation, as well as a large part of the direct irrigation costs. 
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The report—in rejecting“™—the so-called alternative-justifiable-expenditure 
theory, which has been avowedly used by the Tennessee Valley Authority and 
by the Department of the Interior for allocating costs at the Grand Coulee 
Project—points to the estimated cost (furnished by the U. 8S. Army Engineers) 
of $37,444,000 for a comparable single-purpose navigation project and dis- 
cards the figure “as too high to be of any value for that purpose; that is, the 
$37,444,000 would not be a justifiable expenditure.” Apparently no one has 
contended that navigation could bear any such burden of investment. 

Elsewhere the Report refers to the estimate furnished in September 1944 
(also by the U. S. Army Engineers) “indicating that the present value of the 
direct benefits to navigation made possible by the Bonneville Project is $13,- 
170,000."" The report points out—as will readily be conceded—that such esti- 
mates are not “subject to appraisal on a firm statistical basis.” It then alludes 
to certain “indirect, intangible, and contingent benefits” expected to result 
from this high-class navigation improvement,” to which the Deputy Chief of 
Engineers referred in informing the Commission that “an appropriate total 
allocation to navigation of Bonneville project costs would be the sum of the 
cost of the navigation facilities and one-half of the cost of the joint facilities.”” 

This latter conclusion is accepted uncritically in the report as an authorita- 
tive statement of “the part of the Bonneville project costs that might reason- 
ably be borne by navigation,”’™ and it is referred to in the Findings of the 
Yommission, presumably with approval. But there is, to my mind, no satis- 
factory explanation of the wide discrepancy in the U. 8S. Army Engineers’ two 
estimates—that of $13,170,000 as the measure of direct navigation benefits 
and that of 50% of the joint-facility costs (or a total determination of about 
$27,000,000 on the basis of costs to completion)” as the appropriate allocation 
to navigation benefits. I cannot accept the several intangible and highly con- 
jectural benefits mentioned in an effort to justify the virtual doubling of the 
share charged to the improvement of navigation, particularly when the result 
is, as here, to produce a cost for deep-water navigation of nearly $520,000 
per. mile.” 


% For navigation purposes, although the estimate of $69,383,000 for a single-purpose 
power project is apparently accepted without question (Report, p. 970). Certain short- 
comings of this figure are, however, discussed below. 

14 Report, p. 970. 

15 Ibid, p. 975. 

% Including possible future use of the Bonneville pool by ocean-going vessels, national 
defense value, recreational boating, and certain intangibles such as economic stabiliza- 
tion and enhanced land and other values in the area, which can scarcely be called navi- 
gation benefits, as such. Furthermore, there is reference to the fact that the estimated 
traffic of 2,000,000 tons annually is based on the assumption of additional improvements 
above Bonneville. If the benefits of such improvements are to be included, fairness 
would seem to dictate that the additional costs of such expected upstream improvements 
should likewise be taken into account. So far as appears, however, this has not been 
done. 

Ibid, p. 975 and Exhibit 6. Ed. Note: The exhibits to the Report referred to through- 
out this dissenting opinion are omitted in this publication. 

1% P, 975. 

%” $25,905,982 on the basis of expenditures to July 1, 1944; With anticipated expendi- 
tures to completion of $750,459.94 for direct navigation facilities and a 50% allocation 
of joint-facility costs, amounting to $492,369.62 (Report, p. 958), the total becomes 
nearly $27,000,000. ° 

* For the approximately 50 miles involved. It might be interesting to speculate 
whether an attempt would be made to justify directly such an expenditure of public 
funds for navigation improvement or to support such a liberal estimate of navigation 
benefits as $27,000,000, if it were necessary—as it is here in the case of power—to pro- 


vide for the amortization of the total allocated investment through payments from the 
users of the facilities. 















APPENDIX—ORDERS 987 





The U. S. Army Engineers estimate that 3,300,000 tons of traffic annually 
will move through the Bonneville pool at the end of 50 years, thus deriving an 
average river traffic for the 50-year period of 2,000,000 tons in support of the 
conclusion that capitalized direct navigation benefits could be as much as $13,- 
170,000. It is further stated that “the traffic prediction .... conforms with 
the suggestion .. .. that future traflic may be three times [sic] as great as 
that now using the waterway.”" When the “appropriate allocation of costs 
to navigation” is doubled through consideration of “indirect and contingent 
benefits,” the discussion makes it clear that this tonnage estimate depends, in 
turn, upon still further up-stream navigation improvements—the necessary 
costs of which, however, appear to be in no way taken into account. In this 
same connection general reference is made to “national defense value,” as well 
as to “the contribution of public works construction to economic stabilization 
and growth and the effect of watefways in enhancing the values of land and 
other capital goods in the areas served.”” Whatever may be the justification 
for introducing such indirect considerations as separate elements, certainly 
in allocating costs we cannot properly take cognizance of them in respect to 
navigation while ignoring them in relation to power. 

Would it be suggested that navigation—but not power—strengthens the 
national defense, contributes to economic stabilization, and enhances community 
wealth? This one-sided approach obviously results in an exaggerated alloca- 
tion of costs to the navigation function. Yet the result is accepted as “au- 
thoritative” by the report, and thus becomes a basic factor in the Commission’s 
allocation. 

Added costs for unemployment relief and defense. Other matters dealt 
with in the report and findings indicate a similar apparent straining to justify 
a minimum allocation of investment to power production. Thus, in discussing 
the effect of the unemployment relief program in adding to the cost of con- 
structing the project, the report states that this “may possibly have increased 
the costs by as much as $3,000,000,” but concludes that no write-off on this 
account “would be desirable or justified ....* Nevertheless, this item is re- 
ferred to specifically by the Commission in finding 7, together with an estimate 
of $2,715,000 for increased cost due to the expedited installation of generating 
facilities for war use, although the report concludes that “it would hardly 
be appropriate ... to write off any part of the Bonneville project costs on 
this account.’™ 

Just what purpose is intended to be served by the inclusion of finding 7 is 
not clear. So far as appears, neither of these amounts has in any way affected, 
or been reflected in, the Commission’s allocation. More serious, however, are 
the inconsistencies involved in the treatment of the relationship of the pro- 
posed allocations to the rates for Bonneville power. 


™ The 3,300,000 tons would be about five times the average annual traffic of 683,339 
tons for the 5-year period ended June 30, 1943. This estimate assumes “the completion 
of improvements on the Columbia and Snake Rivers to Lewiston, Idaho.” Report, Ex- 
hibit 6, pp. 1-2. 

= The total*figure of $24,904,000 used by the U. S. Army Enginers becomes approxi 
mately $27,000,000 if costs to completion are included. See note 19, supra. 

** Report, Exhibit 6, p. 2. 

** Report, p. 980. 

3 |. because the power load available to Bonneville due to the war increased as 
rapidly as generating facilities could be installed to serve it, with a resulting increase 


in revenue which much more than counterbalanced the aforementioned increase in proj- 
ect costs.”” Report, p. 980. 






























































































































































988 FEDERAL POWER COMMISSION 


Relation to power rates. Just what implications are intended to be drawn 
regarding existing and future Bonneville rates~is not clear from the report 
read as a whole. At one point, considering “the Bonneville rate level,” the 
report takes the position that power has been, and is, carrying 100% of the 
joint-facility costs; on this basis revenues exceeded corresponding aggregate 
expenses by $913,000 through June 30, 1944, and similarly profitable operations 
continued through March 31, 1945. “Hence, it may be assumed,” the report 
continues, “that the established Bonneville rates will either remain unchanged 
or be lowered.”™” A few pages later, however, when “the present and prospec- 
tive financial obligations of the Bonneville power system” are being discussed 
in relation to “the share of the cost of joint facilities that power may fairly 
bear,” it is stated that “the rates now in effect could not be substantially 
lowered,” even under the 50,50 allocation advocated in the Report and adopted 
by the Commission.” ; 

To reach this apparently inconsistent conclusion it became necessary to 
introduce certain adjustments for costs not yet incurred and to make certain 
deductions from what might otherwise have appeared as an embarrassingly 
large annual profit margin of $1,449,000.% These deductions, amounting to a 
rounded figure of $750,000 per year, are supposed to cover headwater benefits, 
both present and future, and hypothetical payments in lieu of State and local 
taxes. Thus the margin of annual profit is reduced to about $700,000. This 
margin, however, is then still further minimized by an expression of some 
doubt whether the full amount of the estimated revenues from the sale of 
secondary energy will be realized.” Such secondary energy had been included 
in the estimate of gross power revenue at $520,000, based on “a nominal value 
of one mill per kilowatt-hour,” although it was also stated that “it will prob- 
ably command a higher price.” 

In thus seeking to relate the proposed 50-50 allocation of joint-facility costs 
to the existing rates for Bonneville power—and thus in effect to support each 
by reference to the other—the Report properly takes as its starting point the 
entire project investment to completion as allocated to power production.” 
The joint costs of operation and maintenance are assigned according to the 
same ratio as that used in allocating the joint power-navigation facilities. On 
this basis the annual cost of power production, including full amortization of 
the imputed power investment over a 50-year period, is calculated as $5,781,000. 
Deducting this figure from the estimated gross power revenues of $7,230,000 

°6 Report, p. 972. 

27 Report, p. 979. 

8 Report, p. 979. 

2? Report, p. 979. This is the more difficult to understand in view of the statement 
earlier in the Report (p. 976) that “several pulp and paper plants are located along or 
reasonably near the high-tension lines of the Bonneville transmission system and their 
potential energy requirements are large enough to absorb all of the secondary energy 
available from the Bonneville project.” 

%° Report, p. 976. The one mill value is then assigned to “. . . all available secondary 
energy classified as marketable, except 80,000,000 kilowatt-hours per year assumed to 
be taken by H-rate customers... .” 

3A total, exclusive of transmission, of $58,708,308, with $38,340,261 for specific 
power facilites and $20,368,047 as half of the cost of joint power-navigation facilities. 
(Report, p. 976.) Adding $40,000,000 of allocated Bonneville-Grand Coulee transmission 
costs (Report, p. 977), the total becomes $98,708,308. The Commission’s present deter- 
mination of $86,128,370.33, however, is limited to the costs incurred prior to July 1, 
1944, which makes for some difference of figures and possible confusion at this point. 
Whether the small remaining joint power-navigation costs, amounting to $492,368.62 
(Report, p. 958), were to be split 50-50 or in some other proportion would make little 
difference in the end result. 
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yields the margin of operating profit of $1,447,000, which is referred to in the 
preceding paragraph and which is then reduced by the above-mentioned de- 
ductions. } 

Deductions for headwater benefits and tax equivalents. These deductions, 
amounting to $750,000 in round numbers, are of such nature as to require some 
further brief comment. The first of these added hypothetical costs is the al- 
lowance for supposed headwater benefits, which are included here in the amount 
of about $400,000." In support of this allowance it is pointed out that the Bonne- 
ville prime power now benefits from the regulated flow of the Columbia River 
resulting from the operation of the Grand Coulee reservoir, with its usable 
storage of 5,200,000 acre-feet. It is recognized that the Secretary of the In- 
terior has already made an allocation of these benefits and has provided for 
the payment by Bonneville to Grand Coulee of $187,570 annually on this 
account.” 

The report anticipates that additional storage will be provided above Bonne- 
ville at public expense, although where, in what amount, at what cost, and 
with what benefit to Bonneville operations is not indicated. It is recognized 
that, if such additional storage were to exceed 15,000,000 acre-feet, radical 
changes in the Bonneville installation—presumably at some cost—would be 
required. It is concluded that “the Commission would not be justified, how- 
ever, in giving consideration at this time to the possibility of such a change 
being made in the distant future.’”™ 

Evidently, therefore, the additional $213,430 of headwater benefit charges 
must have to do with the future provision of some unidentified storage of less 
than 15,000,000 acre-feet. I can see no more logic in crossing this bridge before 
it is reached than in anticipating the possible future redevelopment of the 
Bonneville Project to utilize additional storage in excess of that figure. How- 
ever, if any such additional charges for future headwater benefits are to be 
allowed for at this time, surely it is essential that their value to the Bonne- 
ville operations likewise be appraised. And, if any such additional costs are 
to be taken into account, corresponding credits should be given in the power 
revenue estimates for any additional revenues resulting from increases sales 
of firm or other power made possible by such headwater improvements. Why 
the report recognizes additional costs of this character and yet ignores po- 
tential increments of revenues attributable thereto is not explained. 

Hypothetical payments in lieu of State and local taxes are likewise included 
in the deductions in the amount of $361,000 annually, although the Bonneville 
Act—unlike the Tennessee Valley Authority Act—makes no provision for any 
such payments. This is done on the theory that “the Congress, in establishing 
a permanent administration, will provided for [such] annual payments... .”™ 

A strong case can be made for the payment of tax equivalents on public 
power production. But where, as here, the purpose is to support and justify 
an allocation of joint-facility costs, I see no reason for giving weight now to 
this highly conjectural item which may, in fact, never be translated into a pay- 
ment. If to do so is to minimize the portion of the public investment which is 


*® Report, p. 975. 
% Report, p. 975, citing U. S. Department of Interior, Joint Report on Allocation and 
Repayment of Costs of the Columbia Basin Project, by the Bureau of Reclamation and 


Sonneville Power Administration, approved by the Secretary of the Interior on Janu- 
ary 31, 1945. p. 47. 


* Report, p. 973. 
*% Report. The amount used here is calculated on the basis and at the rate now 


prescribed in the Tennessee Valley Authority Act: 5% of the annual gross power 
revenues. 
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allocated to power and correspondingly increase the portion charged off to 
navigation—which is not to be recovered through user payments—the result 
is to subsidize, at the expense of the federal taxpayer, not only those who 
consume the cheap power but also the State and local governmental units 
which receive the payments in lieu of taxes. 

Future revision and readjustment. When discussing the relationship of 
the proposed allocation to the existing power rates, the report uses for a base 
—as it should for that purpose—allocated’ power costs for the complete proj- 
ect, including transmission. In the concluding recommendations, however, it 
¢onfines the 50-50 allocation to the expenditures for joint-facility costs which 
had been made prior to July 1, 1944. It further recommends the reservation— 
for future consideration, revision, and appropriate disposition by the Com- 
mission—of capital costs in addition to those already reported by the Corps of 
Engineers and the Bonneville Power Administration.” This difference is prob- 
ably of not much practical significance so far as the allocation of joint power- 
navigation facility costs is concerned, since the balance of expenditure for joint 
power-navigation facilities is relatively small in comparison with the total 
project investment.” It is of greater consequence with respect to the cost of the 
Bonneville-Grand Coulee transmission system, of which $11,675,000 of the 
$40,000,000 allocated to Bonneville has not yet been spent. 

The Commission follows the recommendation that the allocation be limited 
to costs incurred to July 1, 1944, and, in paragraph C of the determinations, 
apparently seeks to give to the 50-50 allocation ratio an air of definite finality. 
It should not be overlooked that this Commission does not have continuing 
general jurisdiction over the Bonneville power rates; rate schedules once 
confirmed and approved are not subject to further review unless changes are 
initiated by the Administrator. 

In my opinion, it would be far more desirable to provide definitely for 
further consideration of the entire allocation whenever the need arises. This, 
it seems to me, is particularly important because of the many contingencies 
which are involved. It is reasonable to expect that at least some of the un- 
certainties which now exist concerning the marketing of secondary energy, 
payments in lieu of taxes, annual charges for headwater benefits, and the de- 
velopment of river traffic will be resolved within a relatively short period of 
time. There should be reserved an opportunity for review of these and all 
other relevant considerations in the light of the situation as it actually ma- 
terializes. What could be lost through such a procedure or what is gained by 
an attempt to foreclose the issue prematurely? 

This is not to say that we should not now make an allocation of joint- 
facility cost and a determination of the power investment. The desirability of 
such action at this time is clear. But I think the practical approach is to 
rely as much as possible on a firm factual basis and to avuid unnecessary con- 


%° Report, p. 981. 

7 The post-June 30, 1944 costs to completion are listed in the Report (p. 12) as: 
Joint facilities 492,368.62 
Power facilities ~-.--- ~~ . a j . 658,613.02 
Navigation facilities ~........--- = i “ 750,459.94 


Oe ee een enide Sa esa etme ee babetilile deciles - * 
This does, however, reemphasize the difference in the treatment accorded these rather 
definitely known outlays, which are not allocated at this time, and the highly conjec- 
tural allowances for such items as potential headwater benefit charges and hypothetical 
payments in lieu of taxes, which are now taken into account in support of the 50-50 
allocation of joint-facility costs. : 
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jecture and speculation. In other words, I would now allocate to power and 
to navigation the proportions of the joint-facility costs which it is now reason- 
ably clear each can fairly bear. -: 


PROPOSED ALLOCATION 


It might perhaps be contended that the Bonneville power system could bear 
the entire investment in joint power-navigation facilities at the project. Such 
contention would find support, not only in the statement contained in the re- 
port’s conclusion that this was the situation to June 30, 1944 (with $913,000 
to spare) and will:continue in 1945," but also in the statement of the Bonne- 
ville Power Administration that: 


There is no doubt that power revenues themselves will cover all of the 
joint costs within a much shorter period’ [than 50 years}. In the long run, 
all Federal costs connected with the dam will be more than repaid into 
the U. S. Treasury out of power revenues, and the same costs may be 
equaled by savings ultimately accuring to certain groups of shippers.”” 


Even though an assignment to power of all the project investment except 
for the direct navigation costs would probably be economically feasible, it 
would not be proper to go this far, because it appears from the available 
evidence that navigation “may fairly bear” a minor share of the joint-facility 
costs. Hence, power should not be made to bear all of the joint costs of this 
dual-purpose project simply because it may be able to stand them. The prob- 
lem, as stated at the outset, is that of arriving at a sound and consistent basis 
for distributing between the two functions served by the project the share of 
the costs fairly attributable to each; or, otherwise put, to give each its fair 
share of the savings in cost which arise from the combination of their con- 
struction and operation in a single project. 

My approach to this two-sided problem rests chiefly on the plain fact that 
power production—by any realistic appraisal—must be recognized as the prin- 
cipal feature and function of the joint power-navigation project. It seems to 
be generally agreed that no separate navigation project providing anything 
like equivalent facilities would be economically feasible. 

In a letter dated December 19, 1944, the U. S. Army Engineers furnished 
estimates of the costs of equivalent single-purpose power and navigation pro- 
jects, in each instance without provision for fishways.“ The estimates were 
$69,383,000 for the power generating project and $37,444,000 for the naviga- 
tion project. Rejecting the “alternative-justifiable-expenditure theory of cost 
allocation,” the U. S. Army Engineers take the position that “this theory is 
not applicable to the Bonneville project, because the potential benefits would 

‘not have justified the cost of facilities, solely for navigation, equivalent to 
those made available by the existing multiple-purpose development.”” The 
report agrees with this conclusion, stating that “the $37,444,000 would not be 
a justifiable expenditure.”* 

Thus the $37,444,000 estimate for an equivalent single-purpose navigation 
facility has no significance in the cost allocation. It becomes necessary and 
appropriate in dealing with this problem, therefore, to use the estimated cost 
of a single-purpose power production project in conjunction with whatever 


* Report, p. 972. 

* Memorandum to the Board of Investigation and Research—Transportation, dated 
April 15, 1943, quoted in H. Doc. No. 159, 79th Congress, Ist Sess. 

“ Report, Exhibit 5. 

“ Letter of September 29, 1944. See Report, Exhibit 6. 

@ Report, p. 970. 
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expenditure for navigation can be justified—with capitalized benefits to naviga- 
tion arrived at on some reasonable basis being a proper foundation for the 
latter. 

The estimates of direct and indirect navigation benefits supplied by the U. 8. 
Army Engineers and relied upon in the report to support the 50-50 allocation 
have already been discussed. The reasons why I attach no weight to the no- 
tion that such benefits can be appraised and capitalized at about $27,000,000 
havé been stated.“ The estimate for direct benefits amounts to $13,170,000. 
Although not convinced that the methods used in deriving it are entirely 
sound, I am willing to accept it as a very liberal measure of the benefits to 
navigation.* 

To arrive at a proper figure for an equivalent single-purpose power pro- 
duction project it is necessary to increase the estimate of $69,383,000* to 
provide for the fishways, which would be no less necessary in a project con- 
structed solely for power than in the dual-purpose project actually built. 
Adding the actual cost incurred for the fishways as constructed $7,816,848," 
the figure becomes $77,199,848 for the power project exclusive of transmission 
facilities, which are not involved in the allocation of the joint-facility costs 
between power and navigation. 

30th the $77,199,848 for power and the $13,170,000 for navigation of course 
contemplate completed and fully operating facilities. Therefore the deduc- 
tions from these amounts of the expenditures for direct power and direct 
navigation facilities should be their full ‘costs to completion ($38,340,261 and 
$6,534,515, respectively). These deductions leave $38,859,587 for power and 
$6,635,485 for navigation as the amounts to be used in determining a ratio 
for allocating the joint-facility costs ($40,736,095 to completion). Thus the 
allocation becomes 85.4%, or $34,788,625, to power and 14.6%, or $5,947,470, 
to navigation.“ Adding the direct outlays for power and navigation, respec- 


#It may, however, be worthwhile to point out here that on the basis of this alloca- 
tion, with interest at 2.5% and a 50-year amortization period, annual capital charges 
would be $951,969. Allowing, as does the report (Exhibit 10), an estimated $172,500 
for maintenance and operation, the total annual costs for navigation improvements 
would be $1,124,569. Even if the average annual traffic were to be as much as 2,000,- 
000 tons, this subsidy would amount to 56 cents per ton, as compared with the 32 cents 
per ton estimated by the U. S. Army Engineers as the transportation savings to car- 
riers using the Bonneville navigation improvements. Furthermore, if it be assumed that 
all of this tonnage moved through the entire 50-mile Bonneville stretch of the river, the 
vost to the public would be 1.12 cents per ton-mile. 

“The Bonneville allocation problem is carefully analyzed, with special reference to 
its navigation aspects, in H. Doc. 159, 79th Cong., Ist Sess., Report of the Board of In- 
vestigation and Research—Transportation, Public Aids to Domestic Transportation. 
It is there concluded (Appendix W) that approximately $11,000,000 of the capital out-. 
lay might properly be charged to navigation; and, again, that “... an allocation to 
navigation of a relatively small share, perhaps 10 to 15 percent, of the joint costs ... 
might be justified.” 

* Estimated by the U. S. Army Engineers on the basis of 1934-1935 prices. Costs 
during the actual construction period at Bonneville would probably have been greater. 

* Report, Exhibit 3. 

“ Application of the same procedure to the joint-facility costs incurred to July 1, 
1944—-which are those allocated by the Commission’s determination and total $40,243,- 
726.84—produces an allocation ratio of 84.2% to power and 15.8% to navigation. By 
this method the joint cost assignment to power production becomes $33,855,218, which 
is rounded off to $34,000,000 in the statement at p. 981 to give a direct comparison with 


the Commission’s allocation of $20,121,800 of these joint-facility costs to power on a 
50-50 basis as of July 1, 1944. 
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tively, the portion of the entire investment in the completed project (exclusive 
of transmission facilities) which is imputed to power production becomes 
$73,128,886 and that assigned to navigation is $12,481,985.* 

These amounts are to be compared with $77,199,848 and $13,170,000, repre- 
senting the estimated cost of a single-purpose power production facility and 
the capitalized estimated benefits to navigation. Hence, under this allocation, 
each function shares in the savings resulting from its association with the 
other in a dual-purpose project—as it should. If, however, as little as 80% 
of the joint-facility investment were charged to power, with the remaining 
20% assigned to navigation, power would benefit greatly from the association, 
but the imputed navigation investment would exceed by more than $1,500,000 
the capitalized benefits to navigation as liberally estimated by the U. S. Army 
Engineers.“ Such a disposition of Bonneville costs would seem on its face 
to be clearly improper. The only way in which this result could be rationalized 
would be to inflate the value to navigation by resort to various “intangible, 
indirect, and contingent benefits” to navigation. But, as already pointed out, 
such a procedure cannot be justified as a means of supporting a higher charge- 
off to navigation.” 

In any event it is clear that the uppermost limit of a proper allocation of 
joint-facility costs to navigation is set by the very liberal estimate of capital- 
ized navigation benefits given by the U. S. Army Engineers. If from this 
$13,170,000 figure is deducted the $6,534,515 expenditure for direct navigation 
facilities, the remainder ($6,635,485) is 16.3% of the total joint-facility cost 
of $40,736,095 which is to be allocated. 

From the foregoing analysis it is my conclusion that power may fairly 
bear 85.4% (rounded off at 85%) of the cost of the joint power navigation 


facilities at Bonneville. On this basis the allocation of joint-facility costs 
should be about $34,800,000. With expenditures for direct power facilities 
of $38,340,261 and allocated transmission costs of $40,000,000, the power in- 
vestment in the completed project becomes approximately $113,100,000. Of 
the total project cost amounting to about $125,600,000, a balance of $12,500,- 
000 remains to be written off against navigation. 


* This accounts for the entire project cost to completion, excluding transmission facili- 
ties, of $85,610,871 (Report, p. 958). With transmission included at $40,000,000, the 
total completed project cost becomes $125,610,871, with $113,128,886 charged to power 
production. 

* On this basis the figures would become : 

For Power: 
Imputed investment $70,929,137 
Cost of alternative project 77,199,848 
For Navigation : 
Imputed investment ~_---_- ~~ - Re dhcdutghed abies Maedl wainwesien , PURE 
Capitalized benefits ook aaceeen ee” eee 

* Another test which might be applied is that of deducting the capitalized navigation 
benefits of $13,170,000 from the total project costs to completion (excluding transmis- 
sion) of $85,610,872, charging the remaining $72,440,872 to power production. After 
deduction of the direct power facility costs of $38,340,261, this would amount to an 
allocation of $34,100,611 of the joint-facility costs, or 83.7%, to power. 

The fault of this method is that it would charge against navigation the full capital- 
ized value of the project to that function, and thus would fail to give to navigation 
any share of the advantage resulting from its association with power in the dual-pur- 
pose project. The method could as well be reversed, with power charged the full esti- 
mated cost of an equivalent single purpose power production facility. This would mean 
an allocation to power of $77,199,848, with only $8,411,024 of the total project cost 
remaining for assignment to navigation. 
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RELATIONSHIP OF POWER COSTS AND REVENUES 


In the report it was found that, with the 50-50 allocation advocated therein, 
estimated power revenues under existing Bonneville rates would exceed annual 
power costs “by the large margin of $1,449,000 per year.” This margin was 
then reduced to $700,000 by sundry deductions amounting to $750,000 of which 
only the $187,570 charge for headwater benefits now enjoyed seems to me to 
be justified at this time. And this $700,000 figure was further minimized by 
an expression of doubt as to the marketability of secondary power even at the 
low rate of one mill per kilowatt-hour. 

Using the same cost elements and rates of interest and amortization—but 
allocating to power 85% of the investment in joint facilities and the same 
proportion of the costs of operation and maintenance—the margin between 
annual power costs and estimated power revenues under existing Bonneville 
rates becomes about $716,000 annually. If from this figure is deducted the 
actual charge for present headwater benefits ($187,570), there remains a 
balance of more than $525,000 annually, which would seem ample to take care 
of all reasonable contingencies." In this situation there is no apparent need 
to overload the amounts charged off to navigation improvements in order to 
demonstrate the soundness of the power investment. 


CONCLUSION 


It has been necessary to analyze the report, findings and determinations in 
some detail to point out the basis for the Commission’s allocation of half the 
joint-facility costs to power production, and to develop the reasons why I 
cannot concur in this determination. 

The report proceeds from the false premise that, under the Bonneville Act, 
the Commission cannot properly find that power “may fairly bear” more than 
50% of these joint costs. Having made this assumption, the report attempts 
to show that as much as 50% of such costs can reasonably be charged-off to 
navigation improvement. Here it becomes necessary to accept uncritically 
the conclusion of the U. S. Army Engineers that this is so, although the in- 
flated estimate of navigation benefits advanced to lend it economic justification 
will not, in my judgment, stand careful scrutiny. I have proposed an alloca- 
tion, based upon what seems to me to be the realities of the situation, charg- 
ing 85% of the joint-facility investment to power. 

Having chosen the 50-50 pattern, the report tries to demonstrate that it is 
doubtful whether power could or should bear a greater share of the joint 
costs. In this unsuccessful effort, methods of dubious validity are employed 
and certain contingencies are dealt with as though they were present realities. 
But the demonstration is without much point anyway. The preceding analysis 
shows that, considering existing conditions and reasonable prospects as to 
power sales, the existing power rates would yield a good margin over costs 
calculated on the 85% basis which I believe proper. 

In further support of the 50% allocation to power, the Commission, in find- 
ing (8), alludes to “the parity in importance of low cost transportation and 
power to the development of the resources of the region.” This sweeping gen- 
eralization has no bearing upon the question of what is the proper cost alloca- 
tion. It assumes the answer at the outset and, with particular reference to 
the Bonneville situation, it ignores the plain fact that the power production 


"The more exact figure is $528,430. This is more than sufficient to offset $520,000 
of estimated revenues from sales of secondary energy, concerning the marketability of 
which the Report seems to have some doubt. 
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program is of much greater significance than the improvement of navigation. 
For the majority to call this “consistent with the intent of the Congress” does 
not make it so. Moreover, in view of the-$27,000,000 navigation investment 
necessarily implied by the Commission’s determination and the reasonably 
prospective traffic, this outlay can hardly be characterized as providing low 
cost. transportation. Incidentally, the majority’s allusion to “the parity of 
importance” is searcely consistent with the position taken elsewhere that 
electric energy is an “incidental byproduct.” 

If the Congress had intended such an “equal apportionment theory” to be 
applied in this case it could very easily have fixed the allocation in the Act 
itself. Clearly, however, Congress expected us, as its agent, to determine the 
portion of the Bonneville investment which power may fairly bear, and to 
provide for the liquidation of the power investment over a reasonable period 
from power revenues. In my opinion this has not been done; the investment 
attributed to power has been unduly and unnecessarily minimized. 

It is regrettable that this opportunity for the Commission to pass well-con- 
sidered judgment on this major problem of cost allocation has not been met 
more effectively and realistically. A consistent and balanced treatment of such 
allocations—far from jeopardizing the success of sound public power projects 
—would strengthen public confidence in those projects which are economically 
justified, as I am convinced this one is. 

June 26, 1945. 


Order authorizing issuance of preferred stock 
Idaho Power Company 
(Docket No.’ IT-5950) 
June 27, 1945 


Idaho Power Company (hereinafter referred to as “applicant’”), a corpora- 
tion having its principal business office at Boise, Idaho, on June 2, 1945, filed 
an application requesting an order pursuant to section 204 of the Federal 
Power Act, authorizing the issuance of $3,941,300 par value (39,413 shares, 
$100 par) 4% preferred stock ; 

It appears to the Commission from the application that : 

(a) The applicant proposes to issue 39,413 shares of preferred stock, par 
value $100 per share, with cumulative dividends at the rate of 4% per annum, 
and voting privilege of five votes per share, at a tentative offering price of 
$105.50 per share, on or as of August 1, 1945; 

(b) The purpose of the proposed issue is to obtain capital for the construc- 
tion, extension and improvement of certain facilities ; 

(c) Applicant proposes to enter into an underwriting agreement on or 
about July 19, 1945, with selected underwriters, namely, Blyth & Co., Inc. and 
Lazard Freres & Co., of New York City, New York, and Wegener & Daly, 
Inec., of Boise, Idaho; : 

(d) Applicant states that the initial price for the sale of the proposed 
shares cannot be finally determined until immediately prior to the offering. 
However, on the basis of an offering price of $105.50 per share the proposed 
issue of preferred stock would yield purchasers a return of 3.79%; 

(e) The proposed underwriter’s agreement calls for a commission of $1.50 
per share on the entire issue, or an aggregate of $59,119.50, and applicant 
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estimates its expenses in connection with the sale at $19,701, which would 
result in a total for commissions and expenses of $2.00 per share ; 

(f) Part of the funds to be secured from the sale of these securities is to 
be expended for the construction of additional facilities in connection with a 
project for which a license may be required ; 

(yg) Written notice of the application has been given to the Public Utilities 
Commissioner of Oregon, the Public Service Commission of Nevada, the Public 
Utilities Commission of Idaho, and to the Governor of each of those states. 
Reasonable notice of the application has been given by the publication in the 
Federal Register on June 5, 1945, of notice of application stating that any 
person desiring to be heard or to make any protest with reference to the ap- 
plication should file a petition or protest on or before June 20, 1945. No pro- 
test or petition or request to be heard in opposition to the granting of such 
application has been received ; 

(h) Upon application, the Public Utilities Commissioner of Oregon, on May 
26, 1945, entered an order (No. 14542) authorizing the issuance of the pre- 
ferred stock. The Public Service Commission of Nevada has advised that it 
does not have any objection to the issuance of said stock ; 

The Commission, having considered the application, finds that: 

(1) The issue of the preferred stock is an issue of securities within the 
purview of section 204 of the Federal Power Act ; 

(2) Applicant is a corporation organized and existing under and by virtue 
of the laws of the State of Maine with its principal business office at Boise, 
Idaho, and is engaged in the business of generating, transmitting and dis- 
tributing electric energy to the public within the States of Oregon, Idaho and 
Nevada. It owns and operates facilities, among others, for the transmission 
and sale at wholesale of electric energy which is generated in Idaho and trans- 
mitted therefrom to Oregon, and from Idaho to Nevada, and consumed at 
points outside the State of Idaho, which facilities are in addition to, and do 
not include facilities used for the generation of electric energy, facilities used 
in local distribution or only for the transmission of electric energy in intra- 
state commerce, or facilities used for the transmission of electric energy con- 
sumed wholly by the transmitter. Applicant is, therefore, a public utility 
within the meaning of that term as used in section 204 of the Federal Power 
Act; 

(3) Applicant is not organized and operating in a State under the laws of 
which its security issues are regulated by a State Commission within the mean- 
ing of section 204(f) of the Federal Power Act, and the proposed issue is, 
therefore, not exempt from the requirements of section 204 of the Act; 

(4) Applicant owns and operates projects in the State of Idaho under 
licenses issued by the Commission, and develops electric energy by means of 
such projects which electric energy, in whole or in part, applicant transmits, 
distributes and uses in public service within each of the States of Oregon, 
Idaho and Nevada and part of which enters into interstate commerce; 

(5) Neither the State of Idaho nor the State of Nevada has authorized or 
empowered a commission or other agency or agencies within said respective 
states to regulate or control the amount or character of securities to be issued 
by the applicant. The proposed issue of preferred stock is, therefore, not exempt 
from the provisions of section 19 and section 20 of the Federal Power Act, 
and constitutes an issue of securities within the purview of said sections; 

(6) There is no affiliation, direct or indirect, through directors, officers, or 
stockholders, or through ownership. of securities or otherwise, existing be- 
tween applicant and either Blyth & Co., Inc., Lazard Freres & Co., or Wegener 
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& Daly, Inc., and the underwriter’s commission to be paid was fixed by arm’s- 
length bargaining and does not appear to be unreasonable ; 

(7) Under the circumstances of this case; sufficient cause has been shown 
for waiving the requirement of the Commission’s rule relating to competitive 
bidding; 

(8) The proposed issue of securities as hereinafter authorized is for a 
lawful object, within the corporate purposes of the applicant and compatible 
with the public interest, which is appropriate for and consistent with the 
proper performance by the applicant of service as a public utility and which 
will not impair its ability to perform that service, and is reasonably appro- 
priate for such purposes, within the meaning of section 204(a) of the Act; 

The Commission orders that: 

(A) Idaho Power Company be and it hereby is authorized to issue the pre- 
ferred stock referred to in paragraph (a), upon the terms and conditions and 
for the purposes set forth in the application at an offering price of not less 
than $105.50 per share, subject to payment to the underwriters of not more 
than $1.50 per share based upon the entire number of 39,413 shares to be 
issued, that is, an aggregate of $59,119.50, and subject to the provisions of this 
order ; 

(B) Applicant shall promptly file a Declaration of Intention to construct the 
proposed hydro-electric development and appurtenant facilities, including any 
existing “project” of which the proposed facilities may be a part, or an appli- 
cation for a license therefor, or an application for the determination of the 
necessity for license therefor, as may be appropriate ; 

(C) This authorization shall expire unless the transactions hereby author- 
ized are consummated within 60 days after the date of this order; 

(D) This authorization is without prejudice to the authority of this Com- 
mission or any other regulatory body with respect to rates, service, accounts, 
valuation, estimates or determinations of cost, or any other matter whatso- 
ever that may come before this Commission or such other regulatory body, 
and nothing in this order shall be construed as an acquiescence by this Com- 
mission in any estimate or determination of cost or any valuation of property 
claimed or asserted ; 

(E) Nothing in this order shall be construed to imply any guarantee or 
obligation on the part of the United States in respect of any securities to 
which this order relates ; 

(F) The applicant shall report with reference to the subject matter hereof 
as required by the Commission’s Rules of Practice and Regulations. 

Commissioner Otps dissenting as to waiver of rule relating to competitive bid- 
ding. 


Order allowing rate schedule to take effect 
Panhandle Eastern Pipe Line Company 


June 29, 1945 











Upon consideration of Panhandle Eastern Pipe Line Company’s (“Pan- 
handle”) rate schedule F.P.C. No. 101, providing for the sale of natural gas 
to The Ohio Fuel Gas Company (“Ohio Fuel”), proposed to be:made effective 
as of April 1, 1945; 
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It appears to the Commission that: 

(a) The War Production Board, having determined that “a critical shortage 
of natural gas exists on the system of Ohio Fuel Gas Company which threatens 
gas deliveries to war producers and essential civilian services,” issued on 
March 31, 1945, its Special Directive C under Utilities Order U-7 requiring 
Panhandle to deliver to Ohio Fuel, commencing April 1, 1945, and continuing 
until October 31, 1945, 

“all the natural gas available on its [Panhandle] system over and above the 
requirements of its utility customers and the requirements of all consumers 
supplied with natural gas directly from the Panhandle system, including such 
additional requirements as may hereafter be authorized by the War Produc- 
tion Board under Utilities Order U-7: Provided, that the total amount of 
gas delivered hereunder during the period April 1, 1945 to October 31, 1945, 
shall not exceed 9 billion cubie feet.” 

(b) By letter of June 11, 1945, the War Production Board advised the Com- 
mission that the object of Special Directive C, issued March 31, 1945 was 
“to require the supply by Panhandle to Ohio Fuel Gas Company of suflicient 
natural gas to assist in adequately filling the storage reservoirs of the latter 
company during the period specified,” and that the delivery of not over 9 
billion cubic feet at the main delivery points would accomplish such objective ; 

(c) On April 13, 1945, Panhandle tendered for filing with the Commission 
an agreement dated March 31, 1945, between Panhandle and Ohio Fuel, des- 
ignated as Panhandle Eastern Pipe Line Company rate schedule F.P.C. No. 
101, providing for the sale by Panhandle to Ohio Fuel of natural gas at two 
points, namely, a point near Maumee, Ohio, called “Maumee Connection,” and 
a point near the town of Hollansburg, Ohio, called “Muncie Connection,” at a 
rate of 20 cents per M.c.f., deliveries to commence April 1, 1945 and to termi- 
nate on October 31, 1945. Such agreement provides, among other things, that 
commencing April 1, 1945, and continuing until October 31, 1945, Panhandle 
will deliver and sell to Ohio Fuel volumes of gas sufficient to supply all of 
the natural gas “requirements” of the latter, such “requirements” being de- 
fined in the agreement as meaning “natural gas for use as fuel for compresser 
engines and heating, gas to offset line loss; and for other uses by buyer in the 
conduct of its business other than the sale of gas for ultimate public con- 
sumption.” Attached to such contract as Exhibit “A” is a tabulation showing 
the total estimated “requirements” for the months of April to October, 1945, 
inclusive, to be 5,380,000 M.c.f. 

(d) The gas delivered under the agreement of March 31, 1945, by Pan- 
handle to Ohio Fuel will, as a physical fact, be sold in interstate commerce 
by Panhandle to Ohio Fuel for resale for ultimate public consumption for 
domestic, commercial, industrial, and other use; 

(e) By order of May 22, 1941, the Commission, upon complaint, instituted 
a comprehensive investigation of all the interstate wholesale natural-gas rates 
and charges of Panhandle and its subsidiaries in docket No. G—207, which 
investigation has not been finally concluded or terminated. After extensive 
hearings had in such investigation, the Commission, on September 23, 1942, 
entered its opinion and accompanying interim order (3 F. P. C. 278, 45 P. U. R. 
(N.S.) 203), directing Panhandle and its subsidiaries to reduce rates and 
charges for or in connection with the transportation of natural gas in inter- 
state commerce for resale for ultimate public consumption by not less than 
$5,094,384 per annum, based on 1941 sales and revenues. The Commission's 


a oe ee ee oe. a a! a ee ee 





APPENDIX—ORDERS 999 


order of September 23, 1942, further directed Panhandle and its subsidiaries 
to file new schedules of rates and charges, effective as to all bills regularly 
rendered after November 1, 1942, reflecting such reduction in rates and 
charges, and on and after the effective date of said new rate schedules to 
cease and desist from making, demanding, or receiving rates and charges 
which do not reflect the reduction ordered ; 

(f) On November 18, 1942, Panhandle and its subsidiaries filed a petition 
for review of the Commission’s order of September 23, 1942, in the United 
States Circuit Court of Appeals for the Eighth Circuit, in Case No. 12,466, and 
upon application of Panhandle, the Court, on December 7, 1942, entered an 
order staying the Commission’s order of September 23, 1942, which stay pro- 
vides, among other things, that: 

“The monthly difference between payments to petitioners (Panhandle and 
its subsidiaries) under existing rates or arrangements and those required 
under the order of the Commission shall be promptly paid over to John G. 
Hughes of Kansas City, Missouri, as the custodian of this Court, not later 
than the twenty-fifth of the succeeding month, to be held by him for the bene- 
fit of the ultimate consumers or of petitioners as in this litigation may be 
determined entitled thereto.” 

(g) By letter of June 10, 1944, Panhandle advised the Commission that the 
basis and method used in computing the deposits made with the custodian of 
the Court of Appeals is to apply 32.8% to the total amount of monthly in- 
voices for gas delivered for resale, reduced by the amount of billing for 
“involuntary deliveries” to The Ohio Fuel Gas Company made pursuant to 
directives of the War Production Board, and further stated that: “No at- 
tempt has been made to calculate the amount of refund to which each 
customer would be entitled if the Commission’s order is affirmed, since such 
amount will, necessarily, depend upon the reduced rate filed thereafter for 
each customer and approved by the Commission” ; 

(h) On June 6, 1944, the Court of Appeals entered its opinion [143 F. 2d 
488], and judgment affirming the Commission's order and retained jurisdiction 
over the funds impounded with the custodian of the Court pending final de- 
termination of the case. On July 28, 1944, Panhandle filed a petition for 
writ of certiorari in the Supreme Court of the United States. On November 13, 
1944, a limited writ of certiorari was granted, and by order entered January 
3, 1945, the scope of the review was enlarged. Thereafter, on January 29, 
1945, the cause was argued by counsel and submitted to the Supreme Court, 
and on April 2, 1945, the Supreme Court affirmed the decision of the Court 
of Appeals and the Commission’s order. Panhandle Eastern Pipe Line Com- 
pany, et al. v. Federal Power Commission, et al., 324 U. S. 635. The stay 
order of the Court of Appeals has been continued in effect pending the 
adoption by the Commission of new schedules reflecting the reduction pre- 
scribed by its interim order of September 23, 1942; 

(i) On September 11, 1943, the War Production Board and the Federal 
Power Commission executed an agreement to govern the relations between 
their respective agencies in handling matters concerning natural-gas supplies 
and requirements during the War. Such agreement reduced to writing the 
procedures which had been followed by the two agencies for more than a 
year prior thereto in the administration of the wartime natural-gas program, 
and defined in detail the respective responsibilities of the two agencies “for 
the purpose of securing maximum efficiency in the conduct of the war as re- 
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lated to the transportation and utilization of natural gas.” By its terms, the 
agreement provides that: 


The Federal Power Commission will in the public interest continue 
to exercise its full statutory powers as set forth in the Natural Gas Act, 
and amendments thereto, the principal of which are as follows: 

* * * (2) The fixing of rates for the transportation and sale of natu- 
ral gas in interstate commerce; and the control of the importation and 
exportation of natural gas. 

The Commission finds that: 

(1) The gas delivered by Panhandle to Ohio Fuel originates in the Panhandle 
field of Texas and Hugoton field of Kansas and Oklahoma, and is and will be 
sold in interstate commerce to Ohio Fuel for resale for ultimate public consump- 
tion in Ohio. Therefore, Panhandle’s rate schedule F.P.C. No. 101 is a rate 
schedule for the transportation and sale of natural gas subject to the juris- 
diction of the Commission under the Natural Gas Act; 

(2) Since the Commission is enjoined by the stay order of the United 
States Circuit Court of Appeals for the Eighth Circuit, entered December 7, 
1942, from enforcing its outstanding interim order reducing Panhandle’s rates, 
which interim order applies to all interstate wholesale sales of Panhandle in- 
cluding all sales made to Ohio Fuel for which bills were rendered after 
November 1, 1942, it is appropriate in the public interest to allow Panhandle 
rate schedule F.P.C. No. 101 to take effect as of April 1, 1945, as hereinafter 
ordered, conditioned, however, upon Panhandle paying to the custodian of 
such Court, under its stay order of December 7, 1942, the difference between 
payments to Panhandle under said rate~schedule and those required to be 
paid under the Commission’s interim order entered: September 23, 1942, in 
docket Nos. G—200 and G-207 ; 

Wherefore, the Commission orders that: 

(A) Panhandle Eastern Pipe Line Company rate schedule F.P.C. No. 101 
be and it hereby is allowed to take effect as of April 1, 1945, conditioned, how- 
ever, upon Panhandle paying to the custodian of the United States Circuit 
Court of Appeals for the Eighth Circuit, under the Court’s stay order of 
December 7, 1942, the difference between payments to Panhandle under said 
rate schedule and those required to be paid under the Commission’s interim 
order entered September 23, 1942, in docket Nos. G—200 and G—207 ; 

(B) Such rate schedule shall be deemed to have been filed and published 
in compliance with the Natural Gas Act; 

(C) Nothing contained in this order shall be construed as a waiver of the 
requirements of section 7 of the Natural Gas Act, as amended; nor shall it 
be construed as constituting approval by this Commission of any service, 
rate, charge, classification, or any rule, regulation or practice affecting such 
service or rate provided for in the above-designated rate schedule; nor shall 
this order be deemed as recognition of any claimed contractual right or 
obligation associated with such rate schedule; 

(D) Nothing contained in this order shall be construed as in any manner 
changing or affecting the Commission’s opinion and order reducing rates en- 
tered September 23, 1942, in docket Nos. G—200 and G-—207, supra, or in any 
manner relieving Panhandle from filing new rate schedules reflecting the 
reduction in rates in conformity therewith ; 

(E) This order is without prejudice to any findings or orders which may 
be made by the Commission in any proceedings now pending, or hereafter in- 
stituted, by or against Panhandle or Ohio Fuel. 
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Order authorizing and approving merger of facilities 
Central Vermont Public Service Corporation 


(Docket No. IT-5946) 
June 29, 1945 


Central Vermont Public Service Corporation (hereinafter referred to as 
“Central Vermont”) on April 27, 1945, filed an application for an order 
pursuant to section 203 of the Federal Power Act, authorizing the merger into 
its own facilities of the entire facilities of Vermont Utilities, Inc. (herein- 
ufter . By amendment thereto filed June 28, 1945, 
copies of orders of the Public Service Commissions of Vermont and New 
Hampshire, with respéct to the merger, and other data were submitted ; 

It appears to the Commission from the application, as amended, and ex- 
hibits thereto, and materials on file with the Commission, referred to therein, 
that: 

(a) Central Vermont proposes to acquire all of the electric facilities and 
other assets of Utilities, its wholly-owned subsidiary, and will assume all the 
latter’s liabilities, under an agreement (a copy of which is set forth as Exhibit 
L to the application) pursuant to which Central Vermont will cancel all of the 
authorized and outstanding capital stock of Utilities and a promissory note 
of Utilities dated January 1, 1942, in the amount of $50,000, payable by en- 
dorsement to Central Vermont ; 

(b) The territory served by Utilities is contiguous to that served by Central 
Vermont, which presently supplies all of the electric energy requirements of 
Utilities ; 

(c) Central Vermont has heretofore filed its reclassification and original 
cost studies with the Commission, and pursuant to the Commission’s order 
dated January 5, 1943, and modified December 7, 1943, disposed of the 
amount of $3,678,581.70, electric plant acquisition adjustments, by charges to 
reserve for amortization of electric plant acquisition adjustments, capital sur- 
plus, and earned surplus, and the amount of $981,127.20, electric plant ad- 
justments, by charges to earned surplus, capital surplus, other utility plant, 
other physical property, unamortized debt discount and expense, other deferred 
debits, capital stock expense and reserve for depreciation of electric plant. The 
application states that the original cost of Utilities’ electric plant, deter- 
mined in accordance with the uniform system of accounts of the Vermont 
Public Service Commission, was $518,116.48 as of December 31, 1944; 

(d) The application states that Central Vermont will call for redemption 
Utilities’ $138,000 first mortgage bonds 4%, 1967, immediately after the 
merger becomes effective ; 

(e) Written notice of the application has been. duly given to the Public 
Service Commissions of Vermont and New Hampshire and to the Governors 
of each of those States. Notice of the application was also published in the 
Federal Register on May 1, 1945, stating that any person desiring to be heard 
or to make any protest with reference to the application, should file a peti- 
tion or protest on or before May 16, 1945. No protest or petition to be 
heard in opposition to the granting of such application has been received; 

(f) The Public Service Commissions of Vermont and New Hampshire have 
expressly approved the proposed merger ; 

The Commission, having considered the aforesaid application, exhibits, and 
materials above referred to, finds that: 

(1) Central Vermont is a corporation organized and existing under and by 
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virtue of the laws of the State of Vermont, having its principal place of 
business in Rutland, Vermont, and is engaged principally in the business of 
generating, purchasing, transmitting, distributing and selling electric energy 
for light, power, and heat within the States of Vermont, New Hampshire, 
New York, and Massachusetts. It owns and operates facilities, among others, 
for the transmission and sale at wholesale of electric energy which is trans- 
mitted between and among the States of Vermont, New Hampshire, New York 
and Massachusetts, and consumed at points outside the respective States in 
which it is generated, which facilities are in addition to, and do not include 
facilities used for the generation of electric energy, facilities used in local 
distribution or only for the transmission of electric energy in intrastate com- 
merce, or facilities for the transmission of electric energy consumed wholly by 
the transmitter. Central Vermont is, therefore, a public utility within the mean- 
ing of that term as used in section 208 of the Federal Power Act ; 

{2) By the proposed acquisition of facilities, Central Vermont will, directly 
or indirectly, merge its facilities subject to the jurisdiction of this Commis- 
sion with electric utility facilities proposed to be acquired from Utilities. Such 
merger is within the terms of section 203 of the Federal Power Act; 

(3) The proposed merger of facilities subject to the jurisdiction of this 
Commission is exempted from the requirements of section 9(a) of the Public 
Utility Holding Company Act of 1935 by section 9(b) of that Act, has not 
been shown to be subject to any other requirement imposed by or pursuant to 
the Public Utility Holding Company Act of 1985, and is, therefore, nut 
exempt from the requirements of section 208 of the Federal Power Act by 
section 318 of the latter Act ; 

(4) The electric facilities proposed to be acquired are, in effect, continua- 
tions of that of Central Vermont, and Central Vermont is presently supplying 
all of Utilities’ energy requirements. The proposed merger of facilities will 
produce economy of operation, will result in the logical integration of the 
service territories and will be consistent with the public interest ; 

The Commission orders that: 

(A) The proposed merger or consolidation of facilities as described in 
the application, be and the same hereby is authorized and approved on the 
terms and conditions set forth in the application, subject to the provisions of 
this order ; 

(B) The foregoing authorization is without prejudice to the authority of 
of this commission or any other regulatory body with respect to rates, service, 
accounts, valuations, estimates or determinations of cost, or any other matter 
whatsoever which may come before this Commission or such other regulatory 
body, and nothing in this order shall be construed as acquiescence by this 
Commission in any estimate or determination of cost or any valuation of 
property claimed or asserted ; 

(C) This authorization shall expire unless the merger hereby authorized is 
consummated within ninety days after the date of this order ; 

(D) Central Vermont shall report within 10 days of the consummation of 
the proposed merger or consolidation of facilities as required by the Com- 
mission’s Rules of Practice and Regulations, and shall file within six months 
from the date of consummation of the merger the following accounting in- 
formation: (1) balance sheet, containing columns (a) “before transaction,” 
(b) “entries to. record transaction,” and (c) “after transaction”; (2) copies 
of journal entries recording acquisition, merger or consolidation; and (3) 
proposed journal entries to clear Account 391, electric plant purchased, as 
required by electric plant accounts instruction 4 and Account 391 of the 
Uniform System of Accounts. 
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Order issuing certificate of public convenience and necessity 
Northern Natural Gas Company 
(Docket No. G—623) 


June 29, 1945 


Upon consideration of the application filed by Northern Natural Gas Com- 
pany (applicant) on February 19, 1945, as supplemented April 24 and 30, 1945, 
for a certificate of public convenience and necessity under section 7 of the 
Natural Gas Act, as amended, to authorize applicant’s construction and opera- 
tion of the facilities described below ; 

It appears to the Commission that: 

(a) Applicant seeks authorization to construct, at an estimated cost of 
$2,022,724, and operate the following-described facilities : 

(1) One additional 1300-horsepower compressor unit at each of applicant’s 
Bushton, Kansas, and Mullinville, Kansas, compressor stations, together 
with appurtenances and equipment ; 

(2) Approximately 15.4 miles of 24-inch loop line extending from the 
NWY4, Section 14, T. 14 S., R. 7 W., Ellsworth County, Kansas, in a north- 
easterly direction to a point in the NE\, Section 17, T. 12 S., R. 5 W., Ottawa 
County, Kansas, together with a 16-inch tie-over lines and appurtenances ; 

(3) A natural gasoline recovery plant and a dehydration plant to be 
located at applicant’s Sublette compressor station in Seward County, Kansas; 

(b) A public hearing was held in this matter on May 2 through May 4, 
1945, pursuant to the Commission’s order of April 3, 1945, after appropriate 
notice thereof, including notice to the regulatory commissions of the States 
in which applicant operates. No protest to the application has been received ; 

(c) The State Corporation Commission of Kansas, intervener, advised this 
Commission by letter of April 12, 1945, that it “has no special objection to 
the reasonable increase of facilities and reasonable increase of takes of gas 
from Kansas insofar as necessary to supply markets to which applicant is 
now obligated because of previous commitments; and, * * * it is believed 
that this justly would include a normal expansion of those existing markets, 
but the Commission’s present position is that it is opposed to present com- 
mitments for new markets either piecemeal to increase the facilities, or other- 
wise” ; 

(d) Applicant, a Delaware corporation having its principal place of busi- 
ness in Omaha, Nebraska, is engaged among other operations in the trans- 
portation of natural gas produced in the Texas Panhandle field and in the 
Hugoton and Otis fields in Kansas, and in the sale of such gas for resale 
for ultimate public consumption in the States of Kansas, Nebraska, Iowa, 
Minnesota, and South Dakota, by means of its interconnected pipeline system 
located in such States. The proposed facilities will become integral parts of 
such pipeline system ; 

(e) Applicant represents that the proposed additional compressor units 
and the loop line, to be constructed at an estimated cost of $910,848, are re- 
quired to enable applicant to meet the additional demands upon its system 
by existing customers for firm gas during the 1945-46 heating season. During 
the year 1944, applicant’s total sales were 79,522,038 M.c.f., and its estimated 
curtailments were 2,878,650 M.c.f. In the latter part of 1944 and the first few 
months of 1945, there has been a substantial increase in the demands upon 
applicant’s system to supply additional volume of natural gas to industries 
engaged in essential war production and to domestic and commercial con- 
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sumers for space heating. Applicant estimates that it will be called upon to 
deliver natural gas for approximately 7,000 additional space-heating customers 
during 1945, having an estimated maximum daily demand of 8,756 M.c.f. Ap- 
plicant estimates that its customers’ requirements for 1945 will be approxi- 
mately 90,000,000 M.c.f., and that its 1945-46 peak-day demands (before cur- 
tailments) will amount to 442,011 M.c.f., an increase of 102,856 M.c.f. over 
the 339,155 M.c.f. maximum (before curtailments), during the 1944-45 heat- 
the season.’ On the 1944-45 peak day, applicant curtailed interruptible cus- 
tomers by approximately 68,400 M.c.f. The proposed additional compressor 
units and the loop line will enable applicant to deliver an additional 8,000 
M.c.f. per day of firm gas during the 1945-46 heating season and thereby 
permit applicant to render more adequate service to domestic and commercial 
customers ; 

(f) The proposed natural gasoline and dehydration plants, to be installed 
at an estimated cost of $1,111,876, will replace applicant’s existing gasoline 
plant near Hugoton, Kansas, which is inadequate because of its limited capac- 
ity. Moreover, the location of the existing plant does not permit the process- 
ing of substantial volumes of gas obtained in the Hugoton gas field from wells 
located east of such plant. The proposed new plants will be located at the 
presently known eastern limits of the gas field and will have sufficient ca- 
pacity to process all gas obtained from that field by applicant. The proposed 
gasoline plant will also enable applicant to increase its daily production of 
liquefied petroleum gas and natural gasoline by an additional 21,600 gallons. 
The Petroleum Administration for War Advised by letter of May 3, 1945, that 
such increased gasoline production is needed for military and essential civilian 
requirements ; 

(9) Applicant is financially able to construct and operate the proposed fa- 
cilities, and such construction and operation will have no adverse effect upon 
applicant’s existing rates. Applicant’s gas supply and reserves are adequate to 
meet the requirements resulting from the proposed operation of the new fa- 
cilities ; 

(h) The War Production Board has granted to applicant preference ratings 
for the materials required for the construction of the new facilities; 

The Commission, having considered the application, as supplemented, and 
the record thereon with respect to the matters involved and the issues pre- 
sented, finds that: 

(1) Applicant is engaged in the transportation and sale of natural gas in 
interstate commerce for resale for ultimate public consumption and is, there- 
fore, a “natural-gas company” within the meaning of the Natural Gas Act as 
heretofore found by the Commission in its order, among others, entered on 
April 6, 1943, in docket No. G—280, 3 F. P. C. 967; 

(2) The facilities referred to in paragraph (a) above, will be used for 
the transportation and sale of natural gas, subject to the jurisdiction of the 
Commission, and are subject to the requirements of subsections (c) and (e) 
of section 7 of the Natural Gas Act, as amended ; 

(3) Applicant is able and willing properly to do the acts and perform the 
service proposed and to conform to the provisions of the Natural Gas Act, as 


amended, and the requirements, rules, and regulations of the Commission 
thereunder ; 


2On the 1944-45 peak day, January 8, 1945, the mean temperature experienced on 
applicant’s system was +1° Fahrenheit. A mean temperature of —20° Fahrenheit was 
used in making the 1945—46 estimate. 
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(4) The construction and operation of the new facilities by applicant as 
set forth above are and will be required by the present and future public con- 
venience and necessity and a certificate therefor should be issued as herein- 
after ordered and conditioned ; 

The Commission orders that: 

(A) A certificate of public convenience and necessity be and it is hereby 
issued authorizing applicant to construct and operate the facilities referred 
to in paragraph (a) above, and described in the application and the record in 
this proceeding, for the transportation and sale of natural gas therein set 
forth, subject to the jurisdiction of the Commission, upon the terms and con- 
ditions of this order ; 

(B) Applicant shall report to the Commission in writing, under oath, the 
completion date of the facilities herein authorized, together with the date of 
commencement of operations ; 

(C) This certificate shall not be. transferable and is without prejudice to 
the authority of this Commission or any other regulatory body with respect 
to rates, contracts, service, accounts, valuation, estimate or determination 
of cost, or any other matters whatsoever now pending or which may come 
before this Commission or other regulatory body, and nothing herein shall 
be construed as an acquiescence by this Commission in any estimate or de- 
termination of cost, or any valuation of property claimed or asserted; 

(D) Nothing herein is to be construed as affecting in any manner the de- 
termination of the service area of applicant under section 7(f) of the Natural 
Gas Act; 

(E) This certificate shall be effective as long as applicant continues the 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act, as amended, and any pertinent rules, regulations, or orders hereto- 
fore or hereafter issued by the Commission ; 

(F) Nothing contained herein shall be construed as relieving applicant 
from the necessity of complying with any order, rule, regulation, or other 
requirement of the War Production Board ; 

(G) Appropriate evidence of the issuance of this certificate shall be fur- 
nished to applicant. 


Order issuing certificate of public convenience and necessity and dismissing 
in part and granting in part application for authority to abandon facilities 


The Kansas Power and Light Company 
(Docket No. G—534) 


July 3, 1945 





It appears to the Commission that: 
(a) On March 27, 1944, The Kansas Power and Light Company (applicant) 
filed an application for a certificate of public convenience and necessity pur- 
suant to section 7(c) of the Natural Gas Act, as amended, authorizing the 
construction and operation of approximately 38,000 feet of 8-inch natural gas 
transmission pipeline and appurtenances in Edwards County, Kansas, extend- 
ing in a southwesterly direction from the Cities Service Gas Company’s Breiten- 
bach No. 1 and English No. 1 gas wells in T. 25 S., R. 16 W., and connecting 
with applicant’s existing 8-inch pipeline at a point in the southeast corner of 
Sec. 3, T. 26 S., R. 17 W.; 

(b) Pursuant to the Commission’s order of June 1, 1944, and after appropri- 
ate notice thereof, including notice to the State Corporation Commission of 
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Kansas, a public hearing on this matter was held at Kansas City, Missouri, on 
June 27, 1944. No protest to the application has been received ; 

(c) The facilities described in paragraph (a), above, are required to aug- 
ment applicant’s gas supply and to assure the maintenance of adequate service 
to applicant’s existing customers ; 

(d) The natural gas to be transported through such facilities will be com- 
mingled with other gas in applicant’s transmission pipeline system, and such 
commingled gas will be sold to applicant’s customers in Kansas including natu- 
ral-gas companies which transport and resell such gas for ultimate public con- 
sumption outside the State of Kansas; 

(e) By telegram dated May 30, 1944, the Commission granted temporary au- 
thorization to construct and operate the aforesaid facilities pending final ac- 
tion by the Commission on the application in this matter ; 

(f) Applicant is financially able to construct and operate such facilities, and 
such construction and operation will have no adverse effect upon applicant’s 
present rates. Applicant’s gas supply is adequate to make the deliveries re- 
sulting from the proposed operation of such facilities ; 

(g) The Petroleum Administration for War granted applicant authority to 
use the material required in the construction of the facilities and the State 
Corporation Commission of Kansas issued a certificate authorizing this ex- 
tension of applicant’s facilities ; 

(h) It was developed at the hearing in this matter that the new line would 
be constructed with pipe which had been abandoned and removed from other 
locations approximately 60 days prior to the hearing. On July 11, 1944, subse- 
quent to the hearing, applicant filed an amendment to its application requesting 
authorization for such abandonment and removal of facilities, which were de- 
scribed as follows: 

(1) Approximately 25,000 feet of 8-inch pipeline in Reno County, Kansas, 
extending from applicant’s Hutchinson power plant in a westerly direction 
to a point in the NW %, Sec. 36, T. 22 S., R. 4 W.; and 

(2) Approximately 10,960 feet of 8-inch pipeline in McPherson County, 
Kansas, extending from a point in the NE, Sec. 14, T. 19, R. 2 W., in a 
northwesterly direction to a point in the NE%, Sec. 10, T. 19, R. 2 W., on ap- 
plicant’s main transmission pipeline ; 

(i) The facilities described in subparagraph (1) of paragraph (h), above, 
had been used for the transportation of sour gas for use as boiler fuel in ap- 
plicant’s Hutchinson power plant. Such gas contained sulphur dioxide in 
amounts which made it unfit for domestic use, and none of this gas was served 
to applicant’s customers ; 

(j) The pipeline described in subparagraph (2) of paragraph (h), above, 
was one of three parallel lines used as integral parts of applicant’s natural 
gas transmission pipeline system for the transportation of natural gas from the 
Galva gas field. Applicant’s gas supply in the Galva field is depleted to the 
extent that applicant’s remaining 8-inch and 10-inch parallel lines can ade- 
quately handle the supply of gas available to applicant in such field; 

(k) The abandonment and removal of the facilities described in paragraph 
(h), above, have not affected applicant’s ability to maintain service to any 
of its customers. Adequate public notice was given of the amendment to the 
application seeking authority for the abandonment and removal of such facili- 
ties, and no protest thereto has been received ; 

The Commission, having considered the application and the record thereon 
with respect to the matters involved and the issues presented, jinds that: 

(1) Applicant, a Kansas corporation having its principal place of business 
in Topeka, Kansas, is a “natural-gas company” within the meaning of the 
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Natural Gas Act, as heretofore found by the Commission in its order entered 
December 28, 1943, in docket No. G-324, supra, m 470; 

(2) The facilities described in paragraph (a), above, will be used for the 
transportation and sale of natural gas, subject to the jurisdiction of the Com- 
mission, as an integral part of applicant’s existing pipeline system, and the con- 
struction and operation thereof are subject to the requirements of subsections 
(c) and (e) of section 7 of the Natural Gas Act, as amended ; 

(83) Applicant is able and willing properly to do the acts and to perform 
the service proposed and to conform to the provisions of the Natural Gas Act, 
as amended, and the requirements, rules, and regulations of the Commission 
thereunder ; 

(4) The aforesaid construction and operation are and will be required by 
the present and future public convenience and necessity, and a certificate there- 
fore should be granted as hereinafter ordered ; 

(5) The facilities described in subparagraph (1) of paragraph (h), above, 
were formerly used for the transportation of natural gas in intra-state com- 
merce for use as boiler fuel in applicant’s electric generating plant and are 
not facilities subject to the jurisdiction of the Commission. The application, 
as amended, should, therefore, be dismissed in so far as it seeks authority from 
this Commission to abandon and remove such facilities ; 

(6) The facilities described in subparagraph (2) to paragraph (h), above, 
were formerly used for the transportation and sale of natural gas in interstate 
commerce for resale for ultimate public consumption, and the abandonment 
and removal thereof are subject to the requirements of section 7(b) of the 
Natural Gas Act. The supply of natural gas available to applicant in the Galva 
field in McPherson County, Kansas, is depleted to the extent that the continu- 
ance of service of such facilities is unwarranted, and the present and future 
public convenience or necessity permit the abandonment of such facilities; 

(7) It is consistent with the public interest to approve the Trial Examiner’s 
action in receiving evidence at the hearing with respect to the facilities referred 
to in paragraph (h) above; 

The Commission orders that: 

(A) A certificate of public convenience and necessity be and it is hereby 
issued to applicant authorizing the construction and operation of the facilities 
referred to in paragraph (a), above, and more fully described in the applica- 
tion in this proceeding, for the transportation and sale of natural gas therein 
set forth, subject to the jurisdiction of the Commission, upon the terms and 
conditions of this order ; 

(B) The Trial Examiner’s action in receiving evidence with respect to the 
facilities referred to in paragraph (h), above, be and it is hereby approved ; 

(C) The application, as amended, be and the same is hereby dismissed for 
want of jurisdiction in so far as it seeks authority to abandon and remove the 
facilities described in subparagraph (1) of paragraph (h) above; 

(D) The abandonment and removal by applicant of the facilities described 
in subparagraph (2) of paragraph (h), above, be and the same are hereby per- 
mitted and approved as of the date of this order; 

(E) Applicant shall report to the Commission in writing, under oath, the 
dates (1) of completion and commencement of operations of the facilities de 
scribed in paragraph (a), above, and (2) the date of the removal of the fa- 
cilities described in paragraph (h) above; 

(F),This certificate shall not be transferable and is without prejudice to 
the authority of this Commission or any other regulatory body with respect 
to rates, contracts, service, accounts, valuation, estimate or determination of 
cost, or any other matter whatsoever now pending or which may come before 
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this Commission or other regulatory body, and nothing herein shall be con- 
strued as an acquiescence by this Commission in any estimate or determination 
of cost or any valuation of property claimed or asserted ; 

(G) Nothing herein ts to be construed as affecting in any manner the de- 
termination of the service area of applicant under section 7(f) of the Natural 
Gas Act, as amended ; 

(H) This certificate shall be effective as long as applicant continues the oper- 
ations hereby authorized in accordance with the provisions of the Natural Gas 
Act, as amended, and any pertinent rules, regulations, or orders heretofore or 
hereinafter issued by the Commission ; E 

(1) Appropriate evidence of the issuance of this certificate shall be furnished 
to applicant. 


Order for hearing 


Bonneville Project, Columbia River, Oregon-Washington 


(Docket No. IT-5519) 
July 6, 1945 


It appearing to the Commission that: 

(a) On January 16, 1945, the Administrator of the Bonneville Project filed 
with the Commission for confirmation and approval, pursuant to the provisions 
of the Bonneville Act (50 Stat. 731), as amended, (1) certain schedules of 
rates and charges for electric energy produced at the Bonneville Project; (2) 
certain modifications of the existing filed general rate schedule provisions; and 
(3) a proposed revised administrative interpretation entitled “Principles and 
Procedures To Be Followed in the Calculation of Computed Demand” ; 

(b) The schedules of rates and charges submitted were: rate schedule A-4 
for “At Site” firm power, embodying modifications in existing schedule A-3; 
rate schedule C-4 for “Transmission System” firm power, embodying modifica- 
tions in existing schedule C-3; rate schedule E-3 for “At Site” and ‘““‘Transmis- 
sion System” firm power, embodying modifications in existing schedule E-2; 
rate schedule F-3 for “At Site” and “Transmission System” firm power, em- 
bodying modifications in existing schedule F-2; and rate schedule H-3 for 
dump energy, embodying modifications in existing schedule H-2; 

(c) On February 6, 1945, notice of the above filings was published in the 
Federal Register by the Commission which stated that any person desiring to 
make representations with respect thereto should, on or before February 26, 
1945, file with the Commission a petition or protest in accordance with the 
Commission’s Rules of Practice and Regulations ; 

(d) Protests and complaints respecting the proposed rate schedule E-3 
were filed on February 22, 1945, by Pacific Power and Light Company, North- 
western Electric Company, and The Washington Water Power Company, and by 
Mountain States Power Company on February 24, 1945. Protests and com- 
plaints respecting proposed rates C-4, E-3, and F-3, proposed modifications of 
the general rate schedule provisions, and the proposed revised administrative 
interpretation entitled “Principles and Procedures To Be Followed in the Cal- 
culation of Computed Demand,” were filed by Puget Sound Power and Light 
Company on February 24, 1945; 

The Commission finds that: i 

It is desirable and in the public. interest, in carrying out its responsibilities 
pursuant to the Bonneville Act, to hold a hearing in this matter ; 
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The Commission orders that: 
A public hearing be held in the above matter commencing on the 24th day 
of July, 1945, at 10:00 a.m. (P.W.T.) in Spokane, Washington, at a place to 
be hereafter designated at which the above-named complainants, the Bonneville 
Power Administrator, and other interested parties may present testimony and 
information relevant to the Commission’s consideration of the proposed rate 
schedules C-4, E-3, and F-3, to the extent that they modify existing schedules, 
the proposed modifications of the general rate schedule provisions, and the 
proposed revised administrative interpretation entitled “Principles and Pro- 
cedures To Be Followed in the Calculation of Computed Demand.” 


Order suspending proposed increased rates and providing for a public hearing 
Cabot Gas Corporation 
(Docket No. G-648) 
July 10, 1945 





It appearing to the Commission that: 
(a) On June 18, 1945, Cabot Gas Corporation submitted to the Commission 
for filing a new rate schedule designated as Cabot Gas Corporation rate sched- 
ule FPC No. 4, providing for increased rates for the sale of natural gas to 
The Pavilion Natural Gas Company from 40c per M.c.f. (Cabot Gas Corpo- 
ration rate schedule FPC No. 1 and supplements No. 1, 3 and 7 thereto), to 
56e per M.c.f. ; 

(b) By letter of June 29, 1945, the Public Service Commission of the State 
of New York requested that the increase in rates proposed by Cabot Gas Cor- 
poration be suspended pending a determination by this Commission whether the 
proposed increased rates are just and reasonable; that on July 2, 1945, the 
Administrator of the Office of Price Administration on his own behalf and on 
behalf of the Economic Stabilization Director filed a petition for leave to inter- 
vene in this matter and requested that the proposed increased rates be sus- 
pended and that a hearing be held at which time Cabot Gas Corporation should 
be required to demonstrate its right to increased rates under the provisions of 
the Natural Gas Act and the wartime stabilization program of the National 
Government; that on June 29, 1945, the Pavilion Natural Gas Company filed 
a petition and motion requesting that the proposed increased rates be suspended 
pending hearing and determination as to the reasonableness of such rates; that 
the Villages of Mount Morris, Geneseo, Warsaw, Avon and Perry have objected 
to the proposed increase in rates and have asked that such rates be suspended ; 

(c) Unless suspended by Commission order, the aforesaid Cabot Gas Corpo- 
ration rate schedule FPC No. 4 will become effective July 19, 1945, pursuant to 
the provisions *of the Natural Gas Act and the amended Provisional Rules of 
Practice and Regulations thereunder ; 

(d) The proposed increased rates provided for in Cabot Gas Corporation 
rate schedule FPC No. 4 may result in excessive rates to The Pavilion Natural 
Gas Company and may place an undue burden upon ultimate consumers of 
natural gas; 

The Commission finds that: 

It is necessary, desirable and in the public interest that a public hearing be 
held concerning the lawfulness of the proposed increased rates and that such 
increased rates be suspended pending hearing and decision thereon ; 
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The Commission orders that: 
(A) A public hearing be held on a date to be hereafter fixed by the Com- 
mission in the Main Hearing Room of the Federal Power Commission, 1800 
Pennsylvania Avenue, N.W., Washington, D. C., concerning the lawfulness. of 
the proposed increased rates subject to the jurisdiction of the Commission as 
contained in Cabot Gas Corporation rate schedule FPC No. 4; 

(B) Pending such hearing and decision thereon, Cabot Gas Corporation 
rate schedule FPC No. 4, in so far as that schedule provides for increased 
rates other than for resale for industrial use only, be and it is hereby sus- 
pended until December 19, 1945, or until such time thereafter as such in- 
creased rates shall be made effective in the manner prescribed by the Natural 
Gas Act; 

(C) During the period of such suspension, the rates of Cabot Gas Corpo- 
ration contained in Cabot Gas Corporation rate schedule FPC No. 1, as 
amended by supplements No. 1, 3, and 7, shall remain in full force and effect, 
except in so far as such schedules, as supplemented, may provide for the sale 
of natural gas for resale for industrial use only ; 

(D) At the hearing in this matter, the burden of proof to show-that the 
proposed increased rates are just and reasonable shall be upon Cabot Gas 
Corporation, as provided in section 4(e) of the Natural Gas Act; 

(E) Interested State commissions may participate in said hearing as pro- 
vided in section 67.4 of the Provisional Rules of Practice and Regulations 
under the Natural Gas Act. 


Order modifying order issuing certificates of 
public convenience and necessity 





Greenfield Gas Company, Inc. and Greenfield Gas Company, Inc. v. 
Panhandle Eastern Pipe Line Company; Panhandle Eastern Pipe Line 
Company ; Eastern Indiana Gas Company 


(Docket Nos. G-587, G-—607, G-608) 


July 10, 1945 





It appears to the Commission that: 
(a) By order of June 5, 1945, supra, p. 931, the commission issued a cer- 
tificate of public convenience and necessity to Panhandle Eastern Pipe Line 
Company (Panhandle Eastern) in docket No. G-607 authorizing the con- 
struction and operation of 3.7 miles of 3-inch diameter pipeline extending 
from Panhandle Eastern’s 4-inch Greenfield lateral transmission line in a 
westerly direction to the town of Fortville, Indiana, for the transportation and 
sale of natural gas to Greenfield Gas Company, Inc. (Greenfield) and 
fastern Indiana Gas Company (Eastern Indiana) for resale in the Fortville 
area ; . 

(b) In its original application fled December 18, 1944, and at the hearing 
in these matters, Panhandle Eastern stated that, in addition to supplying 
natural gas to Greenfield and Eastern Indiana, it also proposed to use the new 
facilities for the transportation and sale of natural gas to E. I. du Pont de 
Nemours (du Pont) for the latter’s fuel requirements at its chemical plant on 
the outskirts of Fortville. Evidence with respect to such sale was adduced 
at the hearing on the original applications in these matters ; 

(c) As stated in paragraph (h) ‘of the June 5, 1945 order, the War Produc- 
tion Board has not then approved the proposed direct sale of gas to the du 
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Pont plant, and inasmuch as the commencement of such proposed service was 
indefinite, the Commission took no action with respect thereto at that time; 

(d) On June 29, 1945, Panhandle Eastern filed an application for modi- 
fication of the order of June 5, 1945, to authorize the proposed sale of natural 
gas to the du Pont plant at Fortville. Such application states that the War 
Production Board’s restrictions on such sale have been removed; that du 
Pont requires the gas for the production of war supplies; and that the pro- 
posed pipeline will not be economically feasible unless the sale to the du 
Pont plant is made. By instruments dated June 27, 1945, and June 28, 1945, 
Greenfield and Eastern Indiana, respectively, consented to a request for the 
modification of the Commission’s order of June 5, 1945; 

(e) On July 7 and 9, 1945, the Public Counsellor of Indiana and the Public 
Service Commission of Indiana, respectively, filed answers to Panhandle 
jastern’s requested modification, stating that Panhandle Eastern has not 
obtained a “necessity certificate’ from the Public Service Commission of 
Indiana authorizing the proposed sale of natural gas to du Pont. The Public 
Service Commission of Indiana alleged, additionally, that this Commission’s 
June 5, 1945 order was a valid exercise of authority under the Natural Gas 
Act but that “any modification of said order to permit service or sale of 
natural gas by said Panhandle Company direct to any consumer within the 
State of Indiana would be without the express provisions of section 1(b) of 
said Natural Gas Act.” It is further contended by the Indiana Commission 
that such proposed sale of gas “is entirely intrastate commerce, and that in 
order so to engage, the Panhandle is required to comply with the laws of 
this State relative thereto.” Both answers request that Panhandle Eastern’s 
requested modification be denied or, in the alternative, that such modification 
not be granted until Panhandle Eastern first obtains from the Indiana Com- 
mission authorization for the proposed sale to du Pont ; 

The Commission, having considered the aforesaid documents filed by the 
parties and the record herein with respect to the matters involved and the 
issues presented, finds that: 

(1) The proposed sale of natural gas by Panhandle Eastern to du Pont 
requires the transportation of natural gas subject to the jurisdiction of the 
Commission, and such operation and service are subject to the requirements 
of subsections (c) and (e) of section 7 of the Natural Gas Act, as amended; 

(2) Panhandle Eastern is able and willing properly to do the acts, and 
perform the service proposed and to conform to the provisions of the Natural 
Gas Act, as amended, and the requirements, rules, and regulations of the 
Commission thereunder ; 

(3) The proposed transportation and service by Panhandle Eastern to 
E. I. du Pont de Nemours are and will be required by the present and future 
public convenience and necessity, and the order of June 5, 1945, issuing a 
certificate to Panhandle Eastern should be modified to permit such service 
and operation as hereinafter ordered and conditioned ; 

The Commission orders that: 

(A) The certificate of public convenience and necessity issued by the Com- 
mission’s order of June 5, 1945, in these matters be and it is hereby modified 
to authorize Panhandle Eastern’s transportation and service of natural gas to 
du Pont, subject to the jurisdiction of the Commission, as described in the 
record in this proceeding ; 

(B) This order is without prejudice to the authority of the Indiana Com- 
mission in the exercise of any jurisdiction which it may have over the sale 
or service proposed to be rendered by Panhandle Eastern to du Pont; 
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(C) Panhandle Eastern shall report to the Commission promptly in writing, 
under oath, the date of commencement of deliveries of natural gas to du Pont; 

(D) Except as herein modified, the provisions of the Commission’s order of 
June 5, 1945, in these matters, including all conditions, shall remain in full 
force and effect. 


Order issuing certificate of public convenience and necessity 
New Penn Development Corporation 
(Docket No. G-337) 
July 10, 1945 


New Penn Development Corporation, a Delaware corporation having its 
principal office in the Borough of Port Allegany, McKean County, Pennsy]- 
vania, hereinafter referred to as “applicant,” filed its application on May 7, 
1942, for a certificate of public convenience and necessity pursuant to section 
7(c) of the Natural Gas Act, as amended, to authorize the continuation of the 
operations, subject to the Commission’s jurisdiction, in which it has been 
bona fide engaged on February 7, 1942, and subsequent thereto ; 

It appears to the Commission that: 

(a) Applicant owns and operates natural-gas facilities in the States of 
New York, Pennsylvania, and West Virginia, including a natural-gas trans- 
mission pipeline located in Erie County, Pennsylvania, by means of which 
applicant transports and sells natural gas produced in Ohio and Pennsylvania 
for resale for ultimate public consumption in Ohio, in which operations the 
flow of natural gas from the points of production to the points of delivery is 
continuous and uninterrupted, and such operations constitute an established 
course of business ; 

(bo) Appropriate notice of the application has been duly given and published 
in Volume 7, Federal Register, page 4008, and no protest has been filed 
thereto ; 

The Commission finds that: 

(1) Applicant is engaged in the transportation of natural gas in interstate 
commerce and in the sale in interstate commerce of natural gas for resale for 
ultimate public consumption, and is a “natural-gas company” within the mean- 
ing of the Natural Gas Act; 

(2) On February 7, 1942, applicant was bona jide engaged in transportation 
and sale of natural gas for resale, subject to the jurisdiction of this Commis- 
sion, over routes and in the manner described in its application, as amended, 
and exhibits attached thereto, and has so operated since that time; 

(3) The application was duly made to the Commission within ninety days 
after February 7, 1942 (the effective date of section 7(c) amended), and 
complies with the Commission’s regulations as to form and content; 

The Commission, therefore, orders that : 

(A) A certificate of public convenience and necessity be and it hereby is 
issued to New Penn Development Corporation authorizing its continued opera- 
tion of its facilities, which were in bona fide operation on February 7, 1942, 
and have been so operated since then, as described in its application, for the 
transportation and sale of natural gas, subject to the jurisdiction of this 
Commnission ; 

(B) This certificate shall not be transferable, and its issuance is without 
prejudice to the authority of this Commission, or any other regulatory body, 
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with respect to rates, contracts, service, accounts, valuation, estimate or deter- 
mination of cost, or any other matter whatsoever now pending or which may 
come before this Commission, or other regulatory body, and nothing herein 
shall be construed as an acquiescence by this Commission in any estimate 
or determination of cost, or any valuation of property claimed or asserted; 

(C) Nothing herein is to be construed as affecting in any manner the deter- 
mination of applicant’s service area under section 7(f) of the Natural Gas Act; 

(D) This certificate shall be effective as long as applicant continues the 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act, as amended, and any pertinent rules, regulations or orders hereto- 
fore or hereafter issued by the Commission ; 

(E) Appropriate evidence of the issuance of this certificate shall be fur- 
nished to applicant. 


Order granting extension of time, denying modification of 
order of November 24, 1942, and denying request to classify additional 
amount in Account 100.5, electric plant acquisition adjustments 


Pacific Power & Light Company 
(Docket No. IT-5611) 
July 11, 1945 


It appearing to the Commission that: 
(a) On November 24, 1942, after hearing, the Commission entered an order, 
in the above-entitled proceedings requiring, inter alia, Pacific Power & Light 


Company (“Pacific”) to classify $4,121,981.41 in Account 107, electric plant 
adjustments, and $2,741,591.66 in Account 100.5, electric plant acquisition ad- 
justments; to dispose of the $4,121,981.41 by charging $1,135,113.91 to a special 
reserve which had been created for that purpose and the balance of $2,986,867.50 
to earned or capital surplus at the election of Pacific; to amortize the amount 
of $2,741,591.66 by annual charges to income over a ten year period beginning 
in 1942; to file the entries disposing of the $4,121,981.41 on or before December 
31, 1942; and to file the amortization entries disposing of the $2,741,591.66 
on or before March 15 of each year for the ten year period (3 F.P.C. 329, 
46 P. U. R. (N.S.) 131); 

(b) Pacific sought a review of the Commission’s order of November 24, 
1942, in the United States Circuit Court of Appeals for the Ninth Circuit and 
pending review the requirements of the Commission’s order referred to in 
paragraph (a) hereof were stayed ; 

(c) On March 10, 1944, the United States Circuit Court of Appeals for the 
Ninth Circuit in Pacific Power & Light Company v. Federal Power Commis- 
sion, 141 F. 2d 602, affirmed the Commission’s order of November 24, 1942, 
and Pacific did not apply for a writ of certiorari ; 

(d@) On June 28, 1945, Pacific filed an application with the Commission in 
which it requested an extension of time within which to accomplish the dis- 
position of $2,986,867.50 remaining in Pacific’s Account 107 by appropriate 
creation of a capital surplus; modification of the requirements of paragraph 
(H) of the Commission’s order of November 24, 1942, to permit disposition of 
the $2,741,591.66 classified in Pacific’s Account 100.5 by annual charges to 
income over a fifteen year period instead of over the presently required ten 
year period; and for permission to classify an additional amount in Account 
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100.5 of $45,085.68, representing a retroactive adjustment of depreciation re- 
lating to past acquisitions of property ; 

The Commission jfinds that: : 

(1) It is appropriate that the time within which Pacific shall dispose of 
the remaining balance of $2,986,867.50 in Account 107 be extended to December 
31, 1945; 

(2) Good cause has not been shown why the requirements of paragraph (H) 
of the Commission’s order of November 24, 1942, should be modified to permit 
disposition of the $2,741,591.66 in Account 100.5 by annual charges to income 
over a fifteen year period; 

(3) The proposed classification of an additional amount of $45,085.68 in 
Account 100.5 is not in accordance with the requirements of the Uniform 
System of Accounts prescribed for public utilities and is not necessary or ap- 
propriate for the purposes of the Federal Power Act ; 

The Commission orders that: 

(A) The time within which Pacific shall dispose of the remaining balance 
of $2,986,867.50 in Account 107 as provided for in paragraph (C) of the 
order of November 24, 1942, be and the same is hereby extended to December 
31, 1945; 

(B) Pacific’s application for modification of the requirements of paragraph 
(H) of the Commission’s order of November 24, 1942, be and the same is 
hereby denied ; 

(C) Pacifie’s application for authority to classify an additional amount 
of $45,085.68 in Account 100.5 be and the same is hereby denied. 
















































Order approving and directing disposition of amounts classified 
in Accounts 100.5, electric plant acquisition adjustments, and 
107, electric plant adjustments 


Alabama Power Company 


July 11, 1945 





It appearing to the Commission that: 
(a) On November 27, 1940, Alabama Power Company (hereinafter re- 
ferred to as the “company”) filed reclassification and original cost studies of 
its electric plant as of January 1, 1937, pursuant to the requirements of elec- 
tric plant accounts instruction 2—D of the Commission’s Uniform System of 
Accounts Prescribed for Public Utilities and Licensees, and the Commission’s 
order of May 11, 1937, relating thereto ; 

(b) Thereafter a field examination of the company’s studies was made by 
the staff of this Commission and at the conclusion thereof conferences con- 
eerning proposed staff adjustments were held between representatives of the 
company and the staff; 

(c) On May 9, 1945, as a result of such conferences, the company filed 
further revised reclassification and original cost studies of electric plant as 
of January 1, 1987, and a proposed plan for the disposition of the amounts 
remaining in Account 100.5, electric plant acquisition adjustments, and Ac- 
count 107, electric plant adjustments, as of December 31, 1944, after reflecting 
changes in such accounts during the interim period from January 1, 1937; 

(d) In the revised studies referrei| to in paragraph (c), above, the ‘com- 
pany classified as of January 1, 1937, amounts aggregating $8,526,312.18 (net) 
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in Account 100.5 and $86,086,726.74' in Account 107. As a result of subse 
quent acquisitions, retirements, dispositions, and other adjustments, these 
amounts became as of December 31, 1944, $8,777,898.84 and $28,201,201.95 per- 
taining to Accounts 100.5 and 107, respectively. The remaining amounts 
classified in Account 107 for which disposition is now proposed are as follows: 








(1) Write-ups and other items improperly included as utility 
plant arising in connection with the acquisition of Gulf Elec- 
tric Company and Houston Power Company —--------------- $8,139,239.62 
(2) Write-ups and improper charges to electric plant relating 
to the Tallapoosa River Sites, and Lay Dam Hydro Plant 










ST MD vanieceeh sho hoe ct cae et ceacaaesnadiaca aired 5,921,335.51 
(3) Amounts described as organization expense, organization 

and development costs, merger costs, etc., capitalized, which 

are not properly classifiable in electric plant ~--.-----_--~~- 3,943,240.35 


(4) Unrecorded and under or over retirements of electric 

IEE vo RIE oasis iach thin canines tne cepa ina eon aed 2,858,952.44 
(5) Debt discount and expense capitalized, relating to bonds 

issued in 1913-1914 and 1915; also unamortized bond dis- 

count and expense applicable to $21,000,000-6%-30-year bonds 

issued during 1921 and premium paid and expenses incurred 

in eonnection with calling these bonds during 1927 —_____-_ 4,695,680.09 
(6) Excess of recorded amounts over actual cost of construc- 

tion overheads and service fees paid to associated com- 













seat: Cae Wh: | Sais sacgl- tus aid bon eels dn oh een 1,882,874.77 
(7) Excess of construction cost to U. S. Government over cost 

of acquisition to Alabama Power Company of Gorgas No. 1 

Steam Plant—transferable to reserve for depreciation _.__.___.__ (1,275,544.10) 
(8) Unsupported and improper charges in electric plant relative 

to a number of locations and acquisitions (met) ~...-------- 2,035,423.27 





sons ahcnpah cai neta ani laantiiettiellomithd paginas ein Atak a cat AE ee 28,201,201.95 














(e) Under its plan of disposition referred to in paragraph (c) above, the 
company proposes to dispose of the $28,201,201.95 remaining in Account 107 
as of December 31, 1944, by offsetting against such amount an unallocated 





















» 
f credit of $18,314,626.89 in the plant account, leaving a balance of $9,886,- 
1 575.06 to be disposed of as follows: 
. To Account 140, unamortized debt discount and expense (por- 
s tion included in plant account applicable to 6% 30-year first 
lien and refunding bonds due June 1, 1951, that would have 
y been unamortized as of January 1, 1945, if such items had 
a been subjected to amortization) ~~ -~---------------_-__-_-. $692,210.75 
le To Account 151, capital stock expense (unamortized debt dis- 
count and expense as applicable to funded debt converted 
d into common stock July 1, 1929) ~-----.-----__-_-__-_______ 1,628,892.96 
AS 
ts 1 Pending final Commission action, company in its revised studies classified in Ac- 
e- count 100.6, electric plant in process of reclassification, adjustments aggregating $7,- 
1g 685,670.30 representing claimed costs previously disallowed by the Commission applica- 
ble to company’s Martin and Jordan Dam licensed projects, such amounts being fully 
covered by a special reserve therefor. 
n- 2 The Commission in an order dated January 16, 1942, docket No. IT-5757, 3 F. P. C. 
t) 622, approved certain accounting adjustments, including the transfer to utility plant 


as an unallocated credit of available capital surplus of $17,991,728.72 which amount 
was subsequently increased to $18,314,626.89. 
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To Account 250, reserve for depreciation of electric plant, repre- 

senting unrecorded retirements, losses on certain sales of 

properties and certain other retirements made in 1942 (of 

this amount $863,783.23 was previously charged to capital 

surplus) 
To Account 250, reserve for depreciation of electric plant, repre- 

senting the excess of original cost over cost of acquisition to 

Alabama Power Company of the electric plant (Gorgas Unit) 

acquired from U. S. Government —-----..------_--_-___---. (1,275,544.10) 
To Account 258, special reserve for adjustments in plant ac- 

count, representing reduction in income and excess profits 

taxes resulting from amortization of emergency facilities and 

includes $1,200,000 estimated for year 1945 2,921,552.00 
To Account 258, special reserve for Martin Dam and Jordan 

Dam licensed projects, representing portion of reserve not 

considered as necessary in order to dispose of disallowed 

items applicable to above projects’ ~____------ 400,000.00 
To Account 270, capital surplus, representing surplus applicable 

to periods prior to January 31, 1942, date of quasi reorgani- 

zation 683,384.62 
To Account 271, earned surplus —-..--------------_--. a 1,113,343.16 


9,886,575.06 


(f) Under its plan of disposition referred to in paragraph (c) above, the 
company proposes to dispose of the $8,777,898.84 classified in Account 100.5 
as of December 31, 1944, by amortization over a 15-year period by monthly 
charges of $48,766.11 to Account 505, amortization of electric plant acquisition 
adjustments, with concurrent credits of like amounts to Account 100.5, com- 
mencing as of the first month following the date of the Commission’s order 
with a proviso that such amortization may be accelerated by the company 
over a shorter period of time; 

(g) The Alabama Public Service Commission advised by letter dated June 
19, 1945, that it raised no objection to the disposition proposed by the com- 
pany, provided that the charge to the special reserve resulting from tax-ad- 
justments shall not be construed as precluding that Commission from making 
whatever adjustments may be deemed appropriate in the future in respect to 
savings in taxes resulting from amortization of war facilities, and further 
reserving consideration of the company’s proposed use of Account 505 for 
amortization purposes ; 

The Commission finds that: 

The proposed disposition referred to in paragraphs (e) and (f) above are 
reasonable and appropriate for the purpose of the Federal Power Act, pro- 
vided that the amortization charges be made to Account 537, miscellaneous 
amortization ; 

The Commission orders that: 

(A) Disposition of the $8,777,898.84 in Account 100.5, electric plant acquisi- 
tion adjustments, and the $28,201,201.95 in Account 107, electric plant adjust- 
ments, in the manner described in the above paragraphs (f) and (e) respec- 
tively, be and the same hereby ‘are approved and directed provided, however, 
that the annual amortization charge referred to in paragraph (f) shall be made 
to Account 537, miscellaneous amortization ; 


*Company agrees that any deficit in such special reserve, after entries have been 
made to carry out the final orders of the Federal Power Commission, will be charged to 
Account 271, earned surplus. 
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(B) The company submit within 30 days from the date of this order certi- 
fied copies of entries giving effect to the dispositions hereby approved and 
directed, except that certified copies of the entries effectuating the accounting 
treatment of the $8,777,898.84 in Account 100.5, as herein approved and directed 
be submitted within 30 days after the close of each year, beginning with the 
year 1945; 

(C) The provisions of this order shall not be construed as precluding any 
adjustment by this Commission or any other regulatory Commission in respect 
to savings in taxes due to amortization of war facilities; 

(D) The provisions of this order shall not be construed as dispensing with 
the necessity for full compliance with the Public Utility Holding Company 
Act of 1935, and the rules, regulations and orders issued by the Securities 
and Exchange Commission. 


Order setting hearing 
Nebraska Power Company 
(Docket No. IT-5954) 
July 17, 1945 


It appears that: 
(a) Nebraska Power Company, a Maine corporation, having its principal 
business office at Omaha, Nebraska (“applicant”), on June 21, 1945, filed an 
application seeking an order authorizing it to issue its bonds and notes, pur- 
suant to section 204 of the Federal Power Act; 

(b) The proposed bonds are to be first mortgage bonds, 3% series, due 
1955, in the principal amount of $7,000,000, to be dated as of May 15, 1945, 
and to mature May 15, 1955, and to be secured by the mortgage and deed of 
trust of the applicant to Guaranty Trust Company of New York and M. P. 
Callaway, as Trustees, dated as of June 1, 1931, and indentures supplemental 
thereto ; 

(c) The proposed notes are to be serial notes in the aggregate principal 
amount of $7,000,000, bearing interest at the rate of 244% per annum, to be 
dated as of the date of issue thereof, which will be not later than September 
1, 1945, to mature $125,000 on December 1, 1945, and a like principal amount 
at the expiration of each three months thereafter for eight additional suc- 
cessive installments, and the balance to mature on January 1, 1948. The notes 
are to be secured by the pledge of the bonds referred to in paragraph (b), 
above ; 

(d) The bonds and notes are to be issued to secure funds which, with other 
monies available in the possession of the applicant, will enable it to redeem 
all of its outstanding 7% cumulative preferred stock and all of its outstanding 
6% cumulative preferred stock ; 

(e) By agreement dated December 26, 1944, between Central West Irriga- 
tion Company (now known as Omaha Electric Committee, Inc.) and applicant, 
applicant purported, among other things, to lease to Central West Irrigation 
Company certain items of property which may include facilities subject to the 
jurisdiction of this Commission having a value in excess of $50,000. No au- 
thorization by this Commission was applied for or granted and such authoriza- 
tion may have been required by section 203 of the Federal Power Act; 

(f) The agreement referred to in paragraph (e), above, contains provisions 
for the sale, purchase and interchange of electric energy which may affect or 
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relate to rates, charges, classifications or services for transmission or sale of 
electric energy subject to the jurisdiction of this Commission. The agreement 
has not been filed with the Federal Power Commission as a rate schedule in 
compliance with the requirements of section 205 of the Federal Power Act 
and the Commission’s Rules of Practice and Regulations thereunder and such 
filing may have therefore been required thereunder ; 

(9g) By agreement dated December 26, 1944, between Central West Irriga- 
tion Company, Loup River Public Power District, and applicant, the Central 
West Irrigation Company purported to assign to Loup River Public Power 
District all of its right, title and interest under and pursuant to the agreement 
referred to in paragraph (e), above. This agreement of assignment was not 
authorized by this Commission under section 203 of the Act and was not filed 
with this Commission as a rate schedule in compliance with the requirements 
of section 205 of the Act and the Commission’s Rules of Practice and Regula- 
tions thereunder and such authorization and filing may have been required; 

(h) By letter dated June 30, 1945, applicant was advised that its applica- 
tion filed June 21, 1945, appeared deficient in that it made no showing in com- 
pliance with the requirements of paragraph K of section 34.2 of the Commis- 
sion’s Rules of Practice and Regulations, as amended, relating to underwriters’ 
and finders’ fees. Applicant’s attention was also directed to the matters re- 
ferred to in paragraphs (e) to (g), inclusive, above, and the apparent neces- 
sity for appropriate action to restore the situation which existed before the 
agreements of December 26, 1944, and for making application under section 
208 and filings under section 205 of the Act; 

(i) No amendment in compliance with the Commission’s Rules has been 
submitted in response to the letter referred to in paragraph (h) and no appli- 
eation or filing made to rectify the situation resulting from the indicated vio- 
lations of sections 208 and 205 of the Act. The attorney for the applicant has by 
letter under date of July 5, 1945, stated the applicant’s position with reference 
thereto, contending that no underwriters’ or finders’ fees are to be paid and 
that it is neither appropriate nor desirable nor necessary for any questions 
concerning the agreements referred to in paragraphs (e) and (f), above, to 
be submitted to the Commission at this time; 

(j) Written notice of the application filed June 21, 1945 has been duly 
given to the Nebraska. State Railway Commission, Iowa State Commerce 
Commission and to the governors of each of those States. Notice of the appli- 
eation was also published in the Federal Register June 23, 1945, stating that 
any person desiring to be heard or to make any protest with reference to the 
application should file a petition or protest on or before July 7, 1945; 

(k) On July 6, 1945, Chemical Bank & Trust Company, as_ successor 
trustee under the debenture bond agreement under which the applicant’s 6% 
gold debenture bonds, series A, due 2022, were issued, filed a protest against 
the granting of the application ; 

(t) On July 7, 1945, Omaha Ice & Cold Storage, Incorporated, a Delaware 
corporation, on its own behalf as a user of electric power and energy and on 
behalf of all other users of electric power and energy, served by applicant, 
filed a protest against the granting of the application ; 

The Commission finds that: 

It is appropriate to carry out the provisions of the Federal Power Act that 
a public hearing be held as hereinafter provided ; 

The Commission orders that: 

(A) A public hearing be held commencing on August 8, 1945, at 10:00 a.m. 
(C.W.T.) in North Court Room, Third Floor, Post Office Building, 16th and 
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Dodge, Omaha, Nebraska, respecting the matters involved and the issues pre- 
sented in this proceeding ; es 

(B) At the hearing, applicant shall present evidence in support of its appli- 
cation and shall, in any event, show cause, if any there be, why the Commis- 
sion should not find and determine that the agreements referred to in para- 
graphs (e) to (g), inclusive, above, insofar as they involve the lease or dis- 
position of facilities and the sale, purchase or interchange of electric energy 
were subject to the requirements of sections 203 and 205 of the Federal Power 
Act and the Rules of Practice and Regulations thereunder, and why the Com- 
mission should not issue such order with respect thereto as it may find neces- 
sary or appropriate to carry out the provisions of that Act; 

(C) Interested State Commissions may participate in said hearing as pro- 
vided in section 39.4 of the Rules of Practice and Regulations of the Commis- 
sion under the Federal Power Act. . 










Order denying application for a certificate of 
public convenience and necessity 


W. 





S. Fees 
(Docket No. G-—305) 
July 17, 1945 


It appearing to the Commission that: 

(a) On May 7, 1942, W. S. Fees of Iola, Kansas, filed an application for a 
certificate of public convenience and necessity under section 7(c) of the Natural 
Gas Act, as amended, for the right to continue to operate as a natural gas 
company, based upon claimed bona fide operations on February 7, 1942, and 
since that date; 

(b) At the public hearing held in Kansas City on November 2, 1942, after 
timely notice to all parties in interest, it was shown by the testimony of W. S. 
Fees that in filing the application under section 7(c) of the Natural Gas Act, 
as amended, he was acting not only on his behalf but also on behalf of Mr. 
J. H. Page of Iola, Kansas, and Mrs. J. B. Bachelor of Independence, Kansas; 
that profits growing out of the natural gas sales here involved were divided 
equally between W. S. Fees, J. H. Page and Mrs. L. B. Bachelor ; 

(c) The testimony of W. S. Fees also showed that the gas was purchased 
from Consolidated Gas Utilities Corporation at 4%4c per M.c.f. and sold to 
Cities Service Gas Company for 5%4c per M.c.f.; that the pipe lines of Con- 
solidated and Cities Service were directly interconnected ; that meters installed 
at such points of interconnection were owned and maintained by Cities Ser- 
vice; that the charts taken from such meters by Cities Service were mailed 
to Fees who in turn mailed them to Consolidated and on the basis of such 
charts Consolidated billed Fees for the gas metered at such points; that Fees 
in turn billed Cities Service for exactly the same amount of gas for which he 
was billed by Consolidated; that the net effect of this arrangement was that 
Fees and his associates received 1c per M.c.f. profit on all gas delivered by 
Consolidated to Cities Service although Fees rendered no service and provided 
no facilities whatsoever; that the gas in question was produced in the Alden 
Field in Rice County, Kansas, transported and sold to Cities Service Gas 
Company for distribution and resale in states outside of the state of produc- 
tion ; 
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(d) The record of the proceeding further shows that on August 9, 1942, 
Consolidated Gas Utilities Corporation gave notice to W. S. Fees that it pro- 
posed to cancel the contract and terminate the sale of natural gas to him; 
that W. S. Fees in turn gave notice to the Cities Service Company and at the 
hearing W. S. Fees testified that he was entirely willing to terminate the 
arrangement; that he made no claim for a continuance of the past arrangement 
by which he purchased gas from Consolidated for resale to Cities Service; 
that he had no franchise rights and no obligations to supply gas in the area 
other than his contract with Cities Service ; 

(e) Pursuant to order of the Commission in docket No. G—427, Consolidated 
Gas Utilities Corporation was authorized to discontinue the sale of natural 
gas to W. S. Fees and no gas was sold or delivered after December 26, 1942; 

The Commission finds that: 

W. S. Fees is*not now and has not been since December 26, 1942, engaged 
in the sale of natural gas in interstate commerce within the meaning of section 
7(c) of the Natural Gas Act, as amended ; 

The Commission orders that: 

The application of W. 8S. Fees for a certificate of public convenience and 
necessity as filed on May 7, 1942, pursuant to the provisions of section 7(c) 
of the Natural Gas Act and covering the sale of natural gas to Cities Service 
Gas Company as therein specified, be and the same is hereby denied. 


‘ 
Order authorizing transmission of electric energy to Mexico 
and superseding previous authorization 


San Diego Gas & Electric Company 
(Docket No. IT-5743) 
July 20, 1945 


Upon application filed March 19, 1945, by San Diego Gas & Electric Company 
(“applicant”), of San Diego, California, for authority to transmit additional 
electric energy from the United States to Mexico, pursuant to section 202(e) 
of the Federal Power Act, for sale to M. P. Barbachano and Border Telephone 
& Light Company for resale in the town of Tijuana, Baja California, Mexico, 
and vicinity ; and 

It appearing to the Commission from the application and materials on file 
with the Commission, that: 

(a) Pursuant to section 202(e) of the Act, the Commission by its order of 
July 28, 1942, 3 F.P.C. 768, as modified by order of August 10, 1943, 3 F.P.C. 
1062, authorized the applicant to transmit electric energy generated at its 
steam plants in San Diego, California, to a point on the international boundary 
between the United States and Mexico at a point near Tijuana; 

(b) The electric energy which applicant is authorized to transmit to Mexico 
by the above referenced orders is limited to 8,640,000 kilowatt-hours per year 
at a rate not to exceed 2,000 kilowatts, and applicant now seeks to have the 
limit changed to an amount not to exceed 20,000,000 kilowatt-hours per year 
at a rate not in excess of 4,000 kilowatts ; 

(c) The electric energy hereinafter authorized will be transmitted and 
sold under the terms and conditions of an agreement dated as of February. 20, 
1945, between the applicant and M. P. Barbachano and Border Telephone & 
Light Company which is designated in the Commission’s files as San Diego 
Gas & Electric Company export rate schedule No. 5 and which provides, among 
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other things, that applicant’s consumers in the United States shall be given 
preference by applicant in the supply of electric energy ; 

(d) Applicant will transmit the electric energy to Mexico over the facilities 
covered by the Presidential Permit signed by the President of the United 
States on April 23, 1942, and released to applicant on July 28, 1942; 

(e) Applicant states that the requested increase is made necessary because, 
due to the war effort, the demand for electric energy in Tijuana and vicinity 
is increasing ; 

(f) Notice of the filing of the application was given to interested State 
officials and was also published in the Federal Register on March 27, 1945 
(10 F. R. 3239), and no protests or request for hearing thereon has been 
received ; 

The+ Commission, having considered the application and materials above 
referred to, finds that: 

The transmission of electric energy from the United States to Mexico as 
limited herein and as hereinafter authorized will not impair the sufficiency 
of electric supply within the United States and will not impede or tend to 
impede the coordination in the public interest of facilities subject to the juris- 
diction of the Commission ; and 

The Commission orders that: 

(A) Applicant be and it hereby is authorized to transmit electric energy 
from the United States to the Republic of Mexico in accordance with the 
terms and conditions of the agreement referred to in paragraph (c), above, 
and subject to the provisions of this order ; 

(B) The electric energy which applicant is hereby authorized to transmit 
from the United States to Mexico shall be in an amount not to exceed 20,000,- 
000 kilowatt-hours per year and at a rate not in excess of 4,000 kilowatts, 
over the facilities and at a point specified in the Presidential Permit signed 
by the President of the United States, on April 23, 1942, and released to appli- 
cant on July 28, 1942, and referred to in paragraph (d) above; 

(C) This authorization herein granted may be modified from time to time 
or terminated upon further order of the Commission, but in no event shall 
such authorization extend beyond the date of termination or expiration of the 
Presidential Permit signed by the President of the United States on April 
23, 1942, and referred to in paragraph (d) above; 

(D) Applicant shall conduct all operations pursuant to the authorization 
herein granted in accordance with the provisions of the Federal Power Act 
and any pertinent rules, regulations or orders issued by the Commission ; 

(E) Applicant shall install and maintain adequate metering equipment to 
measure the flow of all energy transmitted from the United States to Mexico 
pursuant to the authority herein granted; shall make, keep, and preserve full 
and complete records with respect to the movement of such energy; and shall 
furnish with respect to said transmission of electric energy reports in such 
form and manner as the Commission may prescribe ; 

(F) This authorization to transmit electric energy from the United States 
to Mexico shall not be transferable or assignable, but shall continue in effect 
temporarily for a reasonable time thereafter, in the event of the involuntary 
transfer of facilities used thereunder by operation of law (including such 
transfers to receivers, trustees, or purchasers under foreclosure or judicial 
sale) pending the making of an application for permanent authorization and 
decision thereon, provided notice is promptly given in writing to the Commis- 
sion accompanied by a statement that the physical facts relating to sufficiency 
of supply, rates, and nature of use remain substantially the same as before 
the transfer ; 
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(G) This authorization shall be without prejudice to the authority of any 
State, State regulatory commission, or the Republic of Mexico for the exer- 
cise of the lawful authority vested in the State, State regulatory commission 
or the Republic of Mexico over applicant ; 

(H) This authorization is without prejudice to the authority of this Com- 
mission, or any other regulatory body, with respect to rates, service, accounts, 
valuation, estimate or determination of cost, or any other matter whatsoever 
now pending or which may come before this Commission, or other regulatory 
body, and nothing herein shall be construed as an acquiescence by this Com- 
mission in any estimate or determination of cost or any valuation of property 
claimed or asserted ; 

(1) This order will supersede the orders of July 28, 1942, and August 10, 
1943, referred to in paragraph (a) above. . 


Order issuing certificate of public convenience and necessity 
Hope Natural Gas Company 
(Docket Nos. G-—615, G-616, G-628) 
July 20, 1945 


It appears to the Commission that: 

(a) Hope Natural Gas Company (applicant) has filed with the Commission 
application requesting certificates of public convenience and necessity pursuant 
to section 7(c) of the Natural Gas Act, as amended, as follows: 

(1) Application filed January 30, 1945, in docket No. G-615 for authorization 
to construct and operate absorbers, ethanizer, still, condensers, heat ex- 
changers, coolers, preheaters, pumps, instrument controls, pipe, fittings, valves 
and miscellaneous items to increase the yield of gasoline, butane and propane 
from natural gas processed at applicant’s existing Hastings Gasoline Plant 
in Wetzel County, West Virginia ; 

(2) Application filed January 30, 1945, in docket No. G—616, for authoriza- 
tion to construct and operate a 1,000 horsepower steam engine driven gas 
compressor, with auxiliary equipment, to be located at applicant’s existing 
Cornwell compressor station in Kanawha County, West Virginia; 

(3) Application filed April 3, 1945, in docket No. G-—628, for authorization 
to construct and operate a natural-gas dehydration plant and appurtenant 
facilities having a daily capacity of 40,000 M.c.f. of natural gas at its existing 
Stonewall Jackson compressor station in Kanawha County, West Virginia; 

(b) Prior to filing its applications for permanent authorization, applicant 
filed on January 22, 1945 (docket Nos. G-615 and G-616) and March 21, 1945 
(docket No. G-628) applications for temporary authorization to construct and 
operate facilities referred to in paragraph (@) above, and such temporary 
authorizations were granted by the Commission on January 24, 1945 (docket 
Nos. G-615 and G-616) and March 30, 1945 (docket No. G—628) ; 

(c) Pursuant to the Commission’s order of May 25, 1945, the proceedings in 
docket Nos. G-615, G-616 and G-—628 were consolidated for purposes of hearing, 
and after appropriate notice thereof a public hearing was held at Washington, 
D. C., on June 11, 1945. No protest to the applications has been received; 

(d) Applicant produces and purchases natural gas in the State of West 
Virginia and transports such gas by means of the pipeline system, which it 
owns and operates in such State, and sells such gas to other companies for re- 











APPENDIX—ORDERS 1023 





sale for ultimate public consumption for domestic, commercial, industrial or 
other use in the States of Pennsylvania, Ohio and New York; 

(e) The facilities referred to in subdivision (1) of paragraph (a) above 
will enable applicant to increase the quantities of gasoline, butane and pro- 
pane extracted at its Hastings gasoline plant ; 

(f) The director of the Natural Gas and Natural Gasoline Division of the 
Petroleum Administration for War has advised that the production of addi- 
tional quantities of propane and butane is necessary for use in shipyards, war 
plants, and housing projects at such plants, and for standby fuel in large 
industrial plants in order that war production may go forward without cur- 
tailment ; 

(g) Applicant has sufficient natural gas reserves available in West Virginia 
to warrant the installation of the proposed facilities at its Hastings gasoline 
plant described in subdivision (1) of paragraph (a) above; 

(h) The facilities referred to in subdivisions (2) and (3) of paragraph 
(a) above are necessary in order that the applicant may maintain adequate 
service upon its system and insure continuous deliveries of natural gas to 
consumers served with natural gas by applicant’s wholesale customers ; 

(i) Applicant is financially able to construct and operate the proposed 
facilities ; 

The Commission, having considered the applications and the record herein 
with respect to the matters involved and the issues presented, finds that: 

(1) Hope Natural Gas Company, a West Virginia corporation having its 
principal place of business at Clarksburg, West Virginia, is engaged in the 
transportation of natural gas in interstate commerce, and in the sale in inter- 
state commerce of natural gas for resale for ultimate public consumption, and 
is a “natural-gas company” within the meaning of the Natural Gas Act; 

(2) The facilities described in paragraph (a) above are proposed to be 
used in connection with or for the transportation of natural gas in interstate 
commerce and the sale in interstate commerce of natural gas for resale for 
ultimate public consumption, and are therefore subject to the jurisdiction of 
the Commission and the requirements of section 7 of the Natural Gas Act, 
as amended ; 

(3) Applicant is able and willing properly to do the acts and perform the 
service proposed and to conform to the provisions of the Act and.the require- 
ments, rules and regulations of the Commission thereunder ; 

(4) The continued operation. of the facilities described in paragraph (a) 
hereof is and will be required by the present and future public convenience 
and necessity, and a certificate therefor should be granted as hereinafter 
ordered ; 

The Commission orders that: 

(A) A certificate of public convenience and necessity be and it hereby is 
issued authorizing the construction and operation by Hope Natural Gas Com- 
pany of the facilities described in paragraph (a) hereof, all as more fully 
described in its applications and exhibits appended thereto, for the trans- 
portation and sale of natural gas set forth therein, subject to the jurisdiction 
of the Commission, upon the terms and conditions of this order ; 

(B) This certificate shall not be transferable and is without prejudice to 
the authority of this Commission or any other regulatory body with respect 
to rates, contracts, service, accounts, valuation, estimate or determination 
of cost, or any other mattér whatsoever now pending or which may come be- 
fore this Commission or other regulatory body, and nothing herein shall be 
construed as an acquiescence by this Commission in any estimate or deter- 
mination of cost or any valuation of property claimed or asserted ; 
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(C) Nothing herein is to be construed as affecting in any manner the deter- 
mination of the service area of applicant or of any other natural-gas company 
under section 7(f) of the Natural Gas Act: 

(D) This certificate shall be effective as long as applicant continues the 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act and any pertinent rules, regulations or orders heretofore or hereafter 
issued by the Commission ; 

(E) Appropriate evidence of the issuance of this certificate shall be fur- 
nished to applicant. 


Order issuing certificate of public convenience and necessity . 
Kentucky Natural Gas Corporation 
(Docket No. G-—590, G52) 
July 20, 1945 


It appears to the Commission that: 

(a) On November 2 and November 6, 1944, Kentucky Natural Gas Corpo- 
ration (applicant) filed applications for certificates of public convenience and 
necessity pursuant to section 7 of the Natural Gas Act, as amended, to author- 
ize the sale of natural gas through applicant’s existing facilities in the States 
of Indiana and Dllinois (1) to Indiana Gas & Chemical Corporation for resale 
to Owens-Illinois Glass Company in Terre Haute, Indiana (docket No. 
G-590) ; (2) Crawford County Gas Company for resale to ultimate consumers 
in Crawford County, Illinois, and (3) to the Village of Flat Rock, Illinois, for 
resale ta consumers in that village (docket No. G—592) ; 

(b) After appropriate notice of the Commission’s orders of March 2 and 
April 3, 1945, consolidating the above entitled matters for purposes of hear- 
ing and fixing date of hearing on the applications, a public hearing was held 
in Chicago, Illinois, on April 27, 1945; 

(c) The gas proposed to be sold by applicant is produced in Texas, Okla- 
homa, Kansas, Illinois and Indiana, and is resold by Crawford County Gas 
Company and the Village of Flat Rock for resale for ultimate public consump- 
tion in Illinois, and to Indiana Gas & Chemical Corporation for resale to 
Owens-Illinois Glass Company in Indiana ; 

(d) The necessity for the sale and delivery of natural gas to Indiana Gas 
& Chemical Corporation for resale to Owens-Illinois Glass Company has been 
recognized by the War Production Board in its authorization for the use of 
natural gas by that company during the war emergency ; 

(e) The Public Service Commission of Indiana has asserted that the Indiana 
Gas & Chemical Corporation has not complied with the State law of Indiana 
relating to public utilities, and that this Commission should not approve the 
sale by Kentucky Natural Gas Corporation (docket No. G-—590) other than 
to a qualified public utility under Indiana law. No other protest to the ap- 
plications has been received ; 

The Commission, having considered the applications and the record thereon 
with respect to the matters involved and the issues presented, finds that: 

(1) Applicant is a corporation organized and existing under the laws of 
Delaware, authorized to do business in the States of Kentucky, Indiana and 
Illinois, and having its principal place of business at Owensboro, Kentucky; 

(2) Applicant owns and operates, among other facilities, natural gas trans- 
mission pipelines extending from Montezuma, Indiana, through Illinois to 
a point near Russellville, Kentucky, and, among other operations, is engaged 
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in producing and purchasing gas in Indiana, Illinois, and Kentucky which it 
transports through its transmission pipelines from the States in which the 
gas is produced and purchased through or into other States, and sells such 
gas for resale for ultimate public consumption for domestic, commercial, in- 
dustrial, and other use; 

(3) Applicant is engaged in the transportation and sale of natural gas in 
interstate commerce for resale for ultimate public consumption, and is there- 
fore a natural-gas company within the meaning of the Natural Gas Act as 
found by the Commission in its order adopted April 6, 1943, In the Matter of 
Kentucky Natural Gas Corporation, docket No. G—376, 3 F. P. C. 971; 

(4) Applicant’s available gas reserves are adequate to render the proposed 
service to Crawford County Gas Company, the Village of Flat Rock, Illinois, 
and the Indiana Gas & Chemical Corporation ; 

(5) The proposed transportation and sales of natural gas by applicant to 
the Crawford County Gas Company, the Village of Flat Rock, and the Indiana 
Gas & Chemical Corporation are subject to the jurisdiction of the Commission, 
and such operation and service are subject to the requirements of subsections 
(c) and (e) of section 7 of the Natural Gas Act, as amended ; 

(6) Applicant is able and willing properly to do the acts and perform the 
service proposed and to conform to the provisions of the Natural Gas Act, as 
amended, and the requirements, rules and regulations of the Commission 
thereunder ; 

(7) The proposed transportation and sale of natural gas by applicant to 
Crawford County Gas Company, the Village of Flat Rock, and Indiana Gas 
& Chemical Corporation are and will be required by the present and future 
public convenience and necessity, and a certificate therefor should be granted, 
as hereinafter ordered and conditioned ; 

The Commission orders that: 

(A) A certificate of public convenience and necessity be and it is hereby 
issued authorizing applicant to transport, deliver and sell natural gas to the 
Indiana Gas & Chemical Corporation for resale to Owens-Illinois Glass Com- 
pany, the Crawford County Gas Company, and the Village of Flat Rock, as 
described in the record in these proceedings, upon the terms and conditions 
of this order ; 

(B) This certificate shall not be transferable and is without prejudice to 
the authority of this Commission or any other regulatory body with respect 
to rates, contracts, service, accounts, valuation, estimate or determination of 
cost, or any other matter whatsoever now pending or which may come before 
this Commission or other regulatory body, and nothing herein shall be con- 
strued as an acquiescence by this Commission in any estimate or determina- 
tion of cost or any valuation of property claimed or asserted ; 

(C) Nothing herein is to be construed as affecting in any manner the de- 
termination of the service area of applicant or of any other natural-gas com- 
pany under section 7(f) of the Natural Gas Act; 

(D) This certificate shall be effective as long as applicant continues the 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act and any pertinent rules, regulations or orders heretofore or here- 
after issued by the Commission ; 

(E) This order is without prejudice to the authority of the Indiana Com- 
mission in the exercise of any jurisdiction which it may have over the sale or 
service proposed to be rendered by Indiana Gas & Chemical Corporation to 
Owens-Illinois Glass Company ; 

(F) Appropriate evidence of the issuance of this certificate shall be fur- 
nished to applicant. 
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Order issuing certificate of public convenience and necessity 
Kansas-Colorado Utilities, Inc. 
(Docket No. G-577) 
July 24, 1945 


Upon consideration of the application filed on September 2, 1944, by 
Kansas-Colorado Utilities, Inc. (applicant), as supplemented, for a certificate 
of public convenience and necessity pursuant to section 7 of the Natural Gas 
Act, as amended, to authorize the acquisition and operation of the natural- 
gas facilities of The Central Gas Utilities Company (Central) located in 
Kansas and Colorado and comprising its Western Division ; 

It appears to the Commission that: 

(a) A public hearing was held in this matter commencing October 24, 
1944, and on October 25, 1944, was continued subject to further order of the 
Commission in accordance with applicant’s request to afford it an opportunity 
to present additional evidence. On May 10, 1945, applicant filed a supplement 
to its application, and a further hearing was held on July 11 and 12, 1945. 
Appropriate notice of these proceedings was given, including notice to the 
Securities and Exchange Commission and the regulatory commissions of 
Colorado and Kansas. No protest to the application has been received ; 

(b) Applicant is a Kansas corporation organized for the purpose of ac- 
quiring and operating the facilities here involved and is not affiliated with any 
public utility or public utility holding company. Its principal place of business 
will be located at Lamar, Colorado. Central is a wholly-owned subsidiary of 
United Utilities, Inc. (United), a registered holding company under the Public 
Utility Holding Company Act of 1935. United and Central have filed with 
the Securities and Exchange Commission a declaration seeking approval of 
Central's sale of facilities to the applicant, and United has also filed with such 
agency an application requesting an order exempting it and its subsidiaries 
from the provisions of the Holding Company Act, upon the consummation of 
Central’s proposed sale of facilities. Such declaration and application are 
now pending before the Securities and Exchange Commission. The State 
Corporation Commission of Kansas and The Public Utilities Commission of 
Colorado approved applicant’s proposed acquisition of facilities by orders 
dated September 16 and 25, 1944, respectively. The Kansas Commission also 
authorized applicant’s proposed financing by order of June 26, 1945; 

(c) The facilities applicant proposes to acquire include a natural gas trans- 
mission pipeline extending from Stevens and Grant Counties through Stanton 
and Hamilton Counties, Kansas, across the State boundary line into Baca 
and Prowers Counties in Colorado.? Such facilities are used for the transpor- 
tation of natural gas produced in the Kansas portion of the Hugoton gas 
field, to fourteen communities in Kansas and Colorado for distribution for 
domestic, commercial and industrial use ; 


1Holding Company Act of 1935 Release No. 5139, in Re United Utilities, Inc. and 
The Central Gas Utilities Co., File No. 70-856. 

2 Other properties and facilities which applicant will acquire as part of Central's 
Western Division are one wholly-owned gas well, an undivided one-half interest in four 
other gas wells, natural gas and oil leaseholds, and gathering facilities, all of which 
are located in the Hugoton field, together with the distribution systems in the com- 


munities served, franchises, meters, regulator stations, supplies, automobiles, and office 
fixtures. : 
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(d@) Pursuant to an agreement dated May 1, 1944, applicant will pay 
Central $1,000,000 in cash for the aforesaid facilities. Such purchase price is 
to be adjusted by an amount which will take into account actual original cost 
of property added or retired and the actual changes in depreciation reserve 
for the period subsequent to May 1, 1944. In addition, applicant will purehase 
the materials and supplies at actual cost ; 

(e) The proposed purchase price, as adjusted for transactions subsequent 
to May 1, 1944, will exceed the recorded net book value of the facilities by 
$161,340, which will result in an acquisition adjustment (Account 100.5, 
gas plant acquisition adjustments) in that amount on applicant’s books. Ap- 
plicant proposes to amortize such amount over a period of 15 years and is 
willing to effect such amortization by annual charges in the amount of $10,- 
756 to Account 537, miscellaneous amortization. Applicant contends that 
Central’s books reflect the original cost of the facilities ;* 

(f) Applicant proposes to finance the proposed acquisition by the sale of 
the following securities for which it has firm purchase commitments: $600,- 
000 of first mortgage bonds, series A, due in 1965 and bearing interest at the 
rate of 4% per annum, at par; 1,851 shares of 5% cumulative preferred stock, 
having a par value of $100 per share, at $95 per share; 50,000 shares of com- 
mon stock, having a par value of $5 per share, at par.‘ The total amount to 
be realized through such financing is $1,025,750; 

(g) Upon the consummation of this proposed acquisition, the aforesaid fa- 
cilities will be locally owned and managed. Moreover, applicant’s president 
will own the largest single block of common stock. Applicant proposed to 
continue at this time the service heretofore rendered by Central at the same 
rates. However, applicant plans to improve the service to existing customers, 
to undertake studies for the expansion of service to other communities in 
Colorado and Nebraska and to reduce rates voluntarily at the earliest prac- 
ticable time. Applicant also proposes to make available service for irrigation 
well pumping purposes to assist in the agricultural development of the area 
served ; 

(h) Upon the completion of the above-described financing, applicant will be 
financially able to acquire and operate the aforesaid facilities. Applicant 
estimates that the gas reserves to be acquired are adequate to continue the 
present withdrawals of approximately 1,000,000 M.c.f. annually for a period 
of 30 years. Applicant states that when its service is expanded, additional gas 
reserves will be acquired ; 

The Commission, having considered the application, as supplemented, the 
record thereon with respect to the matters involved and the issues presented, 
jinds that: 

(1) The property applicant proposes to acquire includes facilities which 
are and will be used for the transportation of natural gas in interstate com- 
merce, subject to the jurisdiction of the Commission, and the proposed acqui- 
sition and operation thereof are subject to the requirements of subsections 
(c) and (e) of section 7 of the Natural Gas Act, as amended ; 

(2) Applicant proposes to engage in the transportation of natural gas in 
interstate commerce subject to the jurisdiction of the Commission, and, upon 


*The Commission’s staff has made no investigation to determine the validity of 
either the claimed cost or depreciation, and this order, as hereinafter provided, does not 
constitute approval of such amounts. 

* Applicant’s amended articles of incorporation provide for the issuance of a total of 
4,000 shares of preferred stock and 50,000 shares of common stock. 
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the commencement of applicant’s operation of the facilities proposed to be 
acquired, it will be a “natural-gas company” within the meaning of the Natural 
Gas Act; 

(3) Applicant is able and willing properly to do the acts and perform 
the service proposed and to conform to the provisions of the Natural Gas 
Act, as amended, and the requirements, rules, and regulations of the Com- 
mission thereunder ; 

(4) The proposed acquisition and operation of facilities by applicant as 
set forth above are and will be required by the present and future public 
convenience and necessity and a certificate therefor should be issued as 
hereinafter ordered and conditioned ; 

Wherefore, the Commission orders that: 

(A) A certificate of public convenience and necessity be and it is hereby 
issued, authorizing applicant to acquire and operate the facilities referred to 
in paragraph (c) above, and more fully described in the application, for the 
transportation of natural gas therein set forth, subject to the jurisdiction of 
the Commission, upon the terms and condition of this order ; 

(B) Applicant shall dispose of the $161,340, referred to in paragraph (e) 
above, to be recorded on its books in Account 100.5, gas plant acquisition ad- 
justments, by annual charges of $10,756, to Account 537, miscellaneous 
amortization; provided, however, that applicant may further accelerate 
amortization of the $161,340 if it desires to do so; 

(C) This order is without prejudice to the proceeding now pending before 
the Securities and Exchange Commission styled, Jn the Matter of United 
Utilities, Incorporated and The Central Gas Utilities Company, File No. 70-856; 

(D) This authorization shall expire unless the acquisition of facilities is 
consummated in the manner described in the application, as supplemented, 
within 90 days from the date of this order. Applicant shall report to the Com- 
mission under oath, within ten days after the acquisition of the facilities, the 
fact of such acquisition and the terms and conditions thereof. Within six 
months from the date of consummation of the acquisition, applicant shall file 
appropriate accounting entries as required by the provisions of the Commis- 
sion’s Uniform System of Accounts Prescribed for Natural Gas Companies; 

(E) This certificate shall not be transferable and is without prejudice to 
the authority of this Commission or any other regulatory body with respect 
to rates, contracts, service, accounts, valuation, estimate or determination of 
costs, annual, or accrued depreciation and amortization, or any other matters 
whatsoever now pending or which may come before this Commission or any 
other regulatory body, and nothing herein shall be construed as an acquiescence 
by this Commission in any estimate or determination of cost, depreciation 
or amortization, or any valuation of property claimed or asserted ; 

(F) Nothing herein is to be construed as affecting in any manner the de- 
termination of the service area of applicant under section 7(f) of the Natural 
Gas Act; 

(G) This certificate shall be effective as long as applicant continues the 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act, as amended, and any pertinent ryles, regulations, or orders hereto- 
fore or hereafter issued by the Commission ; 

(H) Appropriate evidence of the issuance of this certificate shall be fur- 
nished to applicant. 
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Order denying motion for service of trial eraminer’s report 


Mondakota Development Company, Complainant v. Montana-Dakota 
Utilities Co., Defendant ; Méntana-Dakota Utilities Co. 


(Docket Nos. G—220, G-—402) 
July 24, 1945 


Upon motion of Mondakota Gas Company, filed June 4, 1945, requesting (1) 
that the Trial Examiner’s report of the hearing of these proceedings be 
served upon the parties, and (2) that each of such parties be allowed to file 
exceptions to such report ; 

It appearing to the Commission that: 

(a) Section 19(a) of the Natural Gas Act provides in part as follows: 

“Any person, State, municipality, or State Commission aggrieved by an order 
issued by the Commission in a proceeding under this Act to which such per- 
son, State, municipality or State Commission is a party may apply for a re- 
hearing within thirty days after the issuance of such order. The application 
for rehearing shall set forth specifically the ground or grounds upon which 
such application is based. Upon such application the Commission shall have 
power to grant or deny rehearing or to abrogate or modify its order without 
further hearing * * *”; 

(b) Under this provision of the Act any aggrieved party, in its application 
for rehearing, may take exception to any or all findings of the Commission, 
its failure to make necessary findings, or any order or conclusions embodied 
in the opinion or order of the Commission ; 

(c) Such statutory procedure provides a direct and adequate means of ex- 
cepting to any part of the Commission’s order by which a party deems himself 
aggrieved, and avoids the cumbersome and frequently futile procedure of tak- 
ing exceptions to the merely advisory findings and conclusions of the Examiner, 
many of which may not be accepted by the Commission or be incorporated in 
the Commission’s order ; 


Wherefore, the Commission orders that the motion be and it is hereby 
denied. 


Order authorizing transmission of electric energy to Canada 
and rescinding previous authorization 


Otter Tail Power Company and Interstate Power Company 
(Docket Nos, IT-5022, IT-5592, IT-5905) 
July 27, 1945 


Upon application (docket No. IT-5905) filed July 20, 1944, by Otter Tail 
Power Company (hereinafter referred to as “applicant’), a Minnesota Corpo- 
ration having its principal place of business in Fergus Falls, Minnesota, as 
successor in interest to Interstate Power Company, for authority to transmit 
electric energy from the United States to Canada, pursuant to section 202(e) 
of the Federal Power Act, which application was joined in by Interstate Power 
Company ; and 

It appearing to the Commission from the application and materials on file 
with the Commission that: 

(a) Pursuant to section 202(e) of the Act, the Commission by its order 
of February 21, 1936, as modified by order of January 6, 1942 (docket No. 
IT-5022), 3 F. P. C. 615, authorized Interstate Power Company to transmit 
electric energy from the United States to Canada over the facilities covered 
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by the Presidential Permit signed by the President on August 18, 1941, and re- 
leased to Interstate Power Company on January 6, 1942; 

(b) On November 15, 1944, applicant acquired from Interstate Power Com- 
pany, upon the terms and conditions set forth in the Commission’s order of 
September 2, 1944 (docket No. IT-5905), supra, p. 699, all of its electric and 
water properties constituting its Bemidji and Crookston districts located in 
northwestern Minnesota, including the facilities covered by the above refer- 
enced Presidential Permit released January 6, 1942; 

(c) The applicant transmits electric energy from its generating facilities 
acquired from Interstate Power Company on November 15, 1944, to a point 
on the international boundary between the United States and Canada near 
St. Vincent, Minnesota, for sale to the Town of Emerson, Province of Manitoba, 
Canada, for resale; 

(d) The electric energy is sold to the Town of Emerson by the applicant, as 
successor _in interest to Interstate Power Company, under the terms and 
conditions of a wholesale power agreement dated as of October 19, 1936, as 
amended January 2, 1942, which is designated in the Commission’s files as 
Interstate Power Company export rate schedule No. 11 and supplement No. 
1 thereto which will be changed, upon the effective date of this order, to 
Otter Tail Power Company export rate schedule No. 23 and supplement No. 
1 thereto; 

(e) On November 38, 1944, applicant accepted the terms and conditions of 
a Presidential Permit signed by the President of the United States on Sep- 
tember 12, 1944, authorizing the operation and maintenance at the border of 
the United States of facilities for the transmission of electric energy to 
Canada hereinafter authorized, which Presidential Permit supersedes that 
signed by the President of the United States on August 18, 1941 (docket No. 
IT-5592), and released to Interstate Power Company on January 6, 1942; 

(f) Notice of the application was given to interested State officials and 
was also published in the Federal Register on July 25, 1944 (9 F. R. 8938), 
and no protest or request for hearing thereon has been received ; 

The Commission, having considered the application and materials above re- 
ferred to, finds that: 

(1) Applicant is the successor in interest to Interstate Power Company and 
the said company is no longer the transmitter of the electric energy author- 
ized to be transmitted by the Commission’s orders of February 21, 1936, and 
January 6, 1942, referred to in paragraph (a) above; 

(2) The transmission of electric energy from the United States to Canada 
as limited herein and as hereinafter authorized will not impair the suffi- 
ciency of electric supply within the United States and will not impede or 
tend to impede the coordination in the public interest of facilities subject 
to the jurisdiction of the Commission ; and 

The Commission orders that: 

(A) The Commission’s orders of February 21, 1986, and January 6, 1942, 
referred to in paragraphs (a) and (1) above, be and the same are hereby 
rescinded ; 

(B) Applicant be and it hereby is authorized to transmit electric energy 
from the United States to the Dominion of Canada in accordance with the 
terms and conditions of the agreement as amended and referred to in para- 
graph (d) above, and subject to the provisions of this order ; 

(C) The electric energy which applicant is hereby authorized to transmit 
from the United States to Canada shall be in amount not to exceed 350,000 
kilowatt-hours per year and at a rate not in excess of 100 kilowatts, over the 
facilities and at the point specified in the Presidential Permit signed by the 
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President of the United States on September 12, 1944, and referred to in para- 
graph (e) above; 

(D) The authorization herein granted may be modified from time to time 
or terminated upon further order of the Commission, but in no event shall such 
authorization extend beyond the date of termination or expiration of the Presi- 
dential Permit signed by the President of the United States on September 12, 
1944, and referred to in paragraph (e) above; 

(E) Applicant shall conduct all operations pursuant to the authorization 
herein granted in accordance with the provisions of the Federal Power Act and 
any pertinent rules, regulations or orders issued by the Commission ; 

(F) Applicant shall install and maintain adequate metering equipment to 
measure the flow of all energy transmitted from the United States to Canada 
pursuant to the authority herein granted; shall make, keep and preserve full 
and complete records with respect to the movement of such energy; and shall 
furnish with respect to said transmission of electric energy reports in such 
form and manner as the Commission may prescribe ; 

(G) This authorization to transmit electric energy from the United States 
to Canada shall not be transferable or assignable, but shall continue in effect 
temporarily for a reasonable time thereafter, in the event of the involuntary 
transfer of facilities used thereunder by operation of law (including such trans- 
fers or receivers, trustees, or purchasers under foreclosure or judicial sale) 
pending the making of an application for permanent authorization and deci- 
sion thereon, provided notice is promptly given in writing to the Commission, 
accompanied by a statement that the physical facts relating to sufficiency of 
supply, rates, and nature of use remain substantially the same as before the 
transfer ; 

(H) This authorization shall be without prejudice to the authority of any 
State, State regulatory commission or the Dominion of Canada for the exercise 
of the lawful authority vested in the State, State regulatory commission or 
the Dominion of Canada over applicant ; 

(I) This authorization is without prejudice to the authority of this Com- 
mission, or any other regulatory body, with respect to rates, service, accounts, 
valuation, estimates or determination of cost, or any other matter whatsoever 
now pending or which may come before this Commission, or other regulatory 
body, and nothing herein shall be construed as an acquiescence by this Com- 
mission in any estimate or determination of cost or any valuation of property 
claimed or asserted ; 

(J) Concurrently with the service of this order, the Presidential Permit 
signed by the President of the United States on September 12, 1944, and de- 
scribed in paragraph (e) above, be released and a copy transmitted to ap- 
plicant by the Secretary. 


Order issuing certificate of public convenience and necessity 
- Missouri Public Service Corporation 
(Docket No. G-—368) 
August 21, 1945 


Missouri Public Service Corporation, a Delaware corporation having its prin- 
cipal place of business at Warrensburg, Missouri, hereinafter referred to as 
“applicant,” made application of May 7, 1942, as supplemented on September 
26, 1942, for a certificate of public convenience and necessity pursuant to sec- 


679357_46—68 
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tion 7(c) of the Natural Gas Act, as amended, to authorize the continuation 
of the operations, subject to the Commission’s jurisdiction, in which it has been 
bona fide engaged on February 7, 1942, and subsequent thereto ; 

It appears to the Commission that: 

(a) Missouri Public Service Corporation owns and operates, among other 
facilities, an integrated natural-gas pipeline system in Missouri, and engages in 
the purchase, transportation and sale of natural gas in that state. Among other 
operations, applicant purchases natural gas at the Kansas-Missouri state line 
from its subsidiary, Eastern Kansas Pipe Line Company, and transports such 
gas through its natural-gas transmission pipeline approximately 14 miles to 
Nevada, Missouri, where it sells the same for ultimate public consumption 
for domestic, commercial, industrial and other uses. The natural gas so pur- 
chased and transported in the above-described operations originates outside 
the State of Missouri and the flow of such gas into Missouri to the points 
of distribution is continuous and uninterrupted, and such operations constitute 
an established course of business ; 

(b) Appropriate notice of the application has been duly given and published 
in Volume 7 of the Federal Register, page 4008, and no protest has been filed 
thereto ; 

The Commission finds that: 

(1) Applicant is engaged in the transportation of natural gas in interstate 
ecommerce and is a “natural-gas company” within the meaning of the Natural 
Gas Act; 

(2) On February 7, 1942, applicant was bona fide engaged in transportation 
.of natural gas, subject to the jurisdiction of this Commission, over routes and 
in the manner described in its application and exhibits attached thereto, and 
has so operated since that time; 

(3) The application was duly made to the Commission within ninety days 
after February 7, 1942 (the effective date of section 7(c), amended), and 
complies with the Commission’s regulations as to form and content; 

The Commission, therefore, orders*that : 

(A) A certificate of public convenience and necessity be and it hereby is 
issued to Missouri Public Service Corporation authorizing its continued opera- 
tion of its facilities, which were in bona fide operation on February 7, 1942, 
and have been so operated since then, as described in its application and sup- 
plement thereto, for the transportation of natural gas, subject to the jurisdic- 
tion of this Commission ; 

(B) This certificate shall not be transferable, and its issuance is without 
prejudice to the authority of this Commission, or any other regulatory body, 
with respect to rates, contracts, service, accounts, valuation, estimate or de- 
termination of cost, or any other matter whatsoever now pending or which 
may come before this Commission, or other regulatory body, and nothing 
herein shall be construed as an acquiescence by this Commission in any esti- 
mate or determination of cost, or any valuation of property claimed or as- 
serted ; ; 

(C) Nothing herein is to be construed as affecting in any manner the de- 
termination of applicant’s service area under section 7(f) of the Natural 
Gas Act; 

(D) This certificate shall be effective as long as applicant continues the 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act, as amended, and any pertinent rules, regulations or orders heretofore 
or hereafter issued by the Commission ; 

(E) Appropriate evidence of the issuance of this certificate shall be fur- 
nished to applicant. 
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Order issuing certificate of public convenience and necessity 
The Ohio Fuel Gas Company 
(Docket No. G-371) 


August 21, 1945 


The Ohio. Fuel Gas Company, an Ohio corporation having its principal 
place of business at Columbus, Ohio, hereinafter referred to as “applicant,” 
made application on May 7, 1942, for a certificate of public convenience and 
necessity pursuant to section 7(c) of the Natural Gas Act, as amended, to 
authorize the continuation of the operations, subject to the Commission’s juris- 
diction, in which it has been bona fide engaged on February 7, 1942, and 
subsequent thereto ; 

It appears to the Commission that: 

(a) Applicant owns and operates, among other facilities, an integrated 
system of natural-gas transmission pipelines extending over a substantial part 
of the State of Ohio. Applicant’s supply of natural gas is obtained from its 
own production and by purchase, including purchases from its affiliate, United 
Fuel Gas Company, and from Panhandle Eastern Pipe Line Company. The 
natural gas purchased from United Fuel Gas Company originates in West 
Virginia, Kentucky, and Texas, deliveries being made at two points at the 
southern termini of applicant’s system in Lawrence and Meigs Counties, Ohio, 
at the West Virginia boundary.’ Natural gas purchased from Panhandle 
Eastern Pipe Line Company originates in Texas, Oklahoma, and Kansas, de- 
liveries being made at two points on the western side of applicant’s system in 
Darke and Wood Counties, Ohio.* Applicant also exchanges natural gas with 
other companies, including United Fuel Gas Company, which gas is trans- 
ported back and forth across the Ohio-West Virginia boundary. Among other 
operations, applicant engages in the transportation and sale of such natural 
gas for resale for ultimate public consumption for domestic, commercial, in- 
dustrial and other use; 

(b) Appropriate notice of the application has been duly given and pub- 
lished in Volume 7, Federal Register, page 4007, and no protest has been filed 
thereto ; 

The Commission finds that: 

(1) Applicant is engaged in the transportation of natural gas in interstate 
commerce and in the sale in interstate commerce of natural gas for resale for 
ultimate public consumption for domestic, commercial, industrial and other 
use, and is a “natural-gas company” within the meaning of the Natural Gas 
Act; 

(2) On February 7, 1942, applicant was bona fide engaged in transportation 
and sale of natural gas for resale, subject to the jurisdiction of this Com- 


1See: In the Matter of Tennessee Gas and Transmission Co., 3 F. P. C. 442, 50 
P. U. R. (N. 8S.) 199, 3 F. P. C. 574, and opinion and order entered June 8, 1945, in 
docket No. G-621, supra, p. 293. 

2?On February 7, 1942, Michigan Gas Transmission Corporation, a wholly-owned sub- 
sidiary of Panhandle Eastern Pipe Line Company, was engaged in the deliveries of natu- 
ral gas in Darke County now made by Panhandle Eastern. Thereafter, on October 2, 
1942, this Commission authorized Michigan Gas Transmission Corporation and its parent 
company to construct and operate facilities to permit deliveries of gas to applicant in 
Wood County. In the Matter of Ohio Fuel Gas Co. and Panhandle Eastern Pipe Line 
Co. 3 F. P. C. 301, 46 P. U. R. (N. 8S.) 165. Panhandle Eastern acquired all of its 
aforesaid subsidiary’s facilities on March 31, 1943, and has operated such facilities 
since that date. In the Matter of Panhandle Eastern Pipe Line Co., order entered Feb- 
ruary 3, 1945, in docket No. G—452, supra, p. 846. 
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mission, over routes and in the manner described in its application and ex- 
hibits attached thereto, and has so operated since that time; 

(3) The application was duly made to the Commission within ninety days 
after February 7, 1942 (the effective date of section 7(c) amended), and 
complies with the Commission’s regulations as to form and content; 

The Commission, therefore, orders that: 

(A) A certificate of public convenience and necessity be and it hereby is 
issued to The Ohio Fuel Gas Company authorizing its continued operation of 
its facilities, which were in bona fide operation on February 7, 1942, and have 
been so operated since then, as described in its application, for the transpor- 
tation and sale of natural gas, subject to the jurisdiction of this Commission ; 

(B) This certificate shall not be transferable, and its issuance is without 
prejudice to the authority of this Commission, or any other regulatory body, 
with respect to rates, contracts, service, accounts, valuation, estimate or de- 
termination of cost, or any other matter whatsoever now pending or which 
may come before this Commission, or other regulatory body, and’ nothing 
herein shall be construed as an acquiescence by this Commission in any 
estimate or determination of cost, or any valuation of property claimed or 
asserted ; 

(C) Nothing herein is to be construed as affecting in any manner the de- 
termination of applicant’s service area under section 7(f) of the Natural 
Gas Act; 

(D) This certificate shall be effective as long as applicant continues the 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act, as amended, and any pertinent rules, regulations or orders hereto- 
fore or hereafter issued by the Commission ; 


(E) Appropriate evidence of the issuance of this certificate shall be fur- 
nished to applicant. 


Order amending order determining actual legitimate original 
cost and prescribing accounting therefor 


The Susquehanna Power Company, and Philadelphia Electric Power Company 
(Project No. 405) 
August 31, 1945 


Upon consideration of the evidence adduced at the hearing held September 
26 and 27, 1944, pursuant to order of July 26, 1944, granting in part the applica- 
tion for rehearing filed June 29, 1944, and affording opportunity to present ad- 
ditional evidence with respect to the portions of claimed cost incident to the 
construction of a second track roadbed for the Pennsylvania Railroad, as well 
as the briefs and stipulations of counsel and the entire record in this proceed- 
ing; and 

It appearing to the Commission that: 

(a) Counsel for the licensees and the Commission have agreed upon and 
have stipulated of record as to the proper disposition of the items with 
respect to (i) interest during construction and (ii) credit for power generated 
prior to commercial operation, on which rehearing was granted; 

(b) The licensees have presented further evidence with respect to the items 
of claimed cost incident to the construction of a second track roadbed for the 
Pennsylvania Railroad which were reserved for further hearing in the Com- 
mission’s order of May 23, 1944; 
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The Commission finds and determines that: 
(1) Of the item of $75,000 claimed as interest during construction (disal- 
lowed as a part of Exception No. 146in the opinion and order of May 23, 1944 
supra, p. 74, 54 P. U. R. (N.S.) 418), upon which rehearing was granted, $72,- 
049.35 is a part of the actual legitimate original cost of this project as of 
December 31, 1932; $2,051.18 is properly to be considered as part of the claimed 
cost of the second track roadbed constructed for the Pennsylvania Railroad, 
and is treated in finding (4), below; and $899.47 does not constitute part of 
such project cost ; 

(2) Of the amount of $1,038,020.27 found to be a credit to project construc- 
tion cost in the opinion and order of May 23, 1944, supra, for the value of 
power generated during construction, $818,980.26 is found to be the correct 
amount to be credited against project construction costs for power produced 
during the construction period ; 

(3) An amount of $20,971.17 of taxes during construction, inadvertently 
omitted from the adjustment of taxes during construction (Exception No. 130) 
in the opinion and order of May 23, 1944, supra, is part of the actual legitimate 
original cost of the project as of December 31, 1932; 

(4) The claimed cost incident to the construction of the second track road- 
bed in the amount of $1,308,093.23 (being the total of $1,301,042.05 of items re- 
served for future disposition in paragraph (1) of the order of May 23, 1944, 
plus the item of $2,051.18 of interest referred to in finding (1) hereof) is a 
part of the actual legitimate original cost of the project as of December 31, 
1932 ; 

(5) The actual legitimate original cost of this project, as of December 31, 
1932, is $49,047,699.85, consisting of $47,432,546.09 approved and allowed in 
paragraph (2) of the Commission’s order of May 23, 1944, and $1,615,153.76 
being the total of the amounts hereinabove found to be part of such cost; 

The Commission orders that: 

(A) The stipulations of counsel, hereinbefore referred to, covering the items 
upon which rehearing was granted, be and they are hereby approved and 
adopted ; 

(B) Paragraph (A) of the Commission’s order of May 23, 1944, be and it 
hereby is amended to read as follows: 

The licensees establish and maintain control accounts with reference to this 
project showing, as actual legitimate original cost as of December 31, 1932, a 
total debit balance in their joint plant acceunts of $49,047,699.85, which is the 
sum of $47,4382,546.09, the total of the amounts listed in Column 5 under the 
heading “allowed” in Table A of the opinion in this matter, and $1,615,153.76 
referred to in finding (5) above; 

(C) Paragraph (F) of the Commission’s order of May 23, 1944, be and it 
hereby is amended to read as follows: 

The licensees remove from project plant accounts and charge to Account 
No. 271, earned surplus, a total of $5,288,830.49 (being $5,602,942.20, the total 
of items listed in Column 10 in Table A of the opinion in this matter, less 
$314,111.71 being the total of the amount of $20,971.17 referred to in finding 
(3), $72,049.35 referred to in finding (1), $219,040.01 referred to in finding 
(2) and $2,051.18 referred to in finding (4) above); provided, however, a 
total of $4,058,151.96 (being the amounts marked by asterisks in Column 10 
of Table A of the opinion in this matter, totaling $4,372,263.67, reduced by the 
amount of $314,111.71 referred to above) may be charged to Account 270, 
capital surplus, if a capital surplus be properly created for that purpose ; 
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(D) The stay of the Commission’s order of May 23, 1944, granted by para- 
graph (C) of the Commission’s order of July 26, 1944, be and the same hereby 
is dissolved ; 

(E) Within ninety (90) days after the service of this order, the licensees 
comply with the Commission’s order of May 238, 1944, as herein amended, and 
execute and submit to the Commission FPC Form No, 7 showing such com- 
pliance, 


Order dismissing applications 
Puget Sound Power & Light Company 
(Docket Nos. IT-5962, IT-5963) 
August 31, 1945 


It appears that: 

(a) Puget Sound Power & Light Company (hereinafter referred to as the 
applicant) having its principal business office in Seattle, Washington, on July 
31, 1945, filed an application (docket No. IT-5962), pursuant to section 203 of 
the Federal Power Act, for an order authorizing the applicant to sell or other- 
wise dispose of all of its electric properties, and an application (docket No. 
IT-5963), pursuant to section 204 of the Act, for an order authorizing the issu- 
ance of certain notes in the principal amount of $15,125,000. In both applica- 
tions applicant requested the authorizations by the Commission or in the alter- 
native dismissal for lack’of jurisdiction on the ground that the applicant is not 
a “public utility,” as defined in section 201 of the Act; 

(ob) Applicant also requested that the Commission first determine the juris- 
dictional question before considering the merits of the applications, and further 
requested that the records in the proceedings entitled In the Matter of Nelson 
J. Ambrose, et al., docket No, ID-127, et al., Puget Sound Power & Light Com- 
pany, Intervenor, and Jn the Matter of Puget Sound Power & Light Company, 
docket No. IT-5649, and all sworn reports filed with the Commission by the 
applicant and by The Washington Water Power Company be considered as a 
part of the record in this proceeding ; 

(c) On August 1, 1945, the Commission ordered that a hearing be held 
August 21, 1945, with respect only to the question of whether the applicant 
is or is not a “public utility” as defined in section 201 of the Federal Power Act, 
and accordingly whether the requirements of sections 208 and 204 for author- 
ization and approval by this Commission apply to the proposed transactions, 
respectively. The Commission’s order further provided that if the applicant, 
or any person, desired to introduce evidence with respect to the question of 
whether the applicant is or is not a “public utility,” as defined in section 201, 
it should notify the Commission on or before August 17, 1945. The Commis- 
sion’s order of August 1, 1945, as well as notice of the above applications, was 
published in the Federal Register on August 3, 1945. Written notice of the 
applications and the order was duly given to the Department of Public 
Utilities of Washington, the Governor of the State of Washington, and to 
other interested parties ; 

(d) On August 21, 1945, a hearing was held pursuant to the Commission's 
order of August 1, 1945. No requests to introduce evidence on the jurisdictional 
issue were received in response, to the aforesaid notices and no one appeared 
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at the hearing to be heard on the jurisdictional issue other than Commission 
counsel. The applicant notified the Commission that it would not attend in- 
asmuch as no other persons had requested to be heard, and assumed that the 
matters referred to in paragraph (0b) hereof would be incorporated into the 
record by Commission counsel together with the other data Commission counsel 
desired to introduce in evidence; 

(e) At the hearing the Examiner, upon request of counsel for the Com- 
mission, incorporated into the record, by reference thereto, the records of 
the proceedings entitled Jn the Matter of Nelson J. Ambrose, et al., docket No. 
ID-127, et al., Puget Sound Power & Light Company, Intervenor, and Jn the 
Matter of Puget Sound Power & Light Company, docket No. IT-5649; the 
formal files of the Commission with respect to the applicant, in docket Nos. 
IT-5595, IT-5812, and IT-5893; all F.P.C. Forms Nos. 1 and 12 filed by The 
Washington Water Power Company, Pacific Power and Light Company and 
Puget for the years 1940 through 1944, and all such forms filed by the Ad- 
ministrator of the Bonneville Power Project for the years 1941 through 1944; 
and F.P.C. Forms No. 223-A, filed by Puget Sound for the years 1941 through 
1943. It appears from the record that the incorporation of all of this material 
was agreed to by the applicant. The hearing was closed and the. matter sub- 
mitted to the Commission upon the record ; 

The Commission, upon consideration of the record in these proceedings, 
finds that: 

(1) On February 3, 1943, in docket No. IT-5812, the Commission entered an 
order, pursuant to section 202(d) of the Federal Power Act, with respect to 
the applicant’s use of its interconnections with The Washington Water Power 
Company, the City of Seattle, and Bonneville Power Administration and inter- 
connected systems during the war emergency, but not beyond 90 days after 
the cessation of hostilities. On July 18, 1944, in docket No. IT-5898, supra, 
p. 645, applicant was authorized to transmit electric energy from the United 
States to Canada for the purpose of relieving a war emergency situation on 
the electric system of British Columbia Hlectric Railway Company, Ltd., which 
service and interconnection is to be terminated 90 days after the cessation of 
hostilities. On April 23, 1942, in docket No. IT-5595, applicant was granted a 
Presidential Permit, to import from Canada a small amount of energy annu- 
ally for local distribution in Point Roberts, Washington. The transactions ref- 
ferred to in these orders were authorized to be carried out without causing 
the applicant to be a “public utility” by reason thereof; 

(2) With the exception of the transactions referred to in paragraph (1), 
above, which transactions do not affect the “public utility” status of the ap- 
plicant, none of the facilities owned or operated by the applicant are used for 
the transmission or sale at wholesale of electric energy transmitted from 
any State and consumed at a point outside thereof ; 

(3) Applicant does not own or operate facilities for the transmission or 
sale at wholesale of electric energy in interstate commerce within the mean- 
ing of the Federal Power Act, and the proposed sale of its electric properties 
and issuance of securities are not subject to the requirments of sections 203 
and 204; 

The Commission orders that : 

The applications described in paragraph (a), above, be and the same 
hereby are dismissed for want of jurisdiction. 
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Order authorizing issuance of securities; approving and directing disposition 
of amounts classified in Account 100.5, gas plant acquisition adjustments, 
Account 107, gas plant adjustments, and Account, 100.5, electric plant 
acquisition adjustments ; and dismissing application in part 
for want of jurisdiction 


Montana-Dakota Utilities Co. 
(Docket No. IT-5957) 
August 31, 1945 


Montana-Dakota Utilities Co. (hereinafter referred to as “applicant”), 
a corporation having its principal business office at Minneapolis, Minnesota, 
filed an application on July 16, 1945, and amendments and supplements thereto 
on August 6, 21 and 30, 1945, for an order (1) authorizing applicant, pursu- 
ant to section 204 of the Federal Power Act, to reduce the par value of 679,- 
559-1/6 shares of common stock heretofore issued from $10 per share to $5 
per share; (2) authorizing applicant to reduce its stated capital stock ac- 
counts from $16,795,591.67 (being the aggregate of 100,000 shares of preferred 
capital stock of a par value of $100 per share and 679,559-1/6 shares of com- 
mon capital stock of a par value of $10 per share) to $13,397,795.83; and (3) 
approving and directing disposition, pursuant to the Commission’s Uniform 
System of Accounts Prescribed for Natural Gas Companies and Public Utilities 
and Licensees, of certain amounts, hereinafter more specifically referred to, 
classified in Account 100.5, gas plant acquisition adjustments, Account 107, 
gas plant adjustments, and Account 100.5, electric plant acquisition adjust- 
ments ; 

It appears to the Commission from the verified application, as amended and 
supplemented, and the record thereon, that: 

(a) Applicant proposes to reduce the par value of its 679,559-1/6 shares of 
common stock heretofore issued (consisting of 676,648-2/6 outstanding shares 
and 2,910-5/6 treasury shares) from $10 per share to $5 per share, by amend- 
ment of its certificate of incorporation, and thereby to reduce its stated 
capital stock accounts by $3,397,795.84 ; 

(b) Applicant further proposes to transfer the reduction in common capital 
stock of $3,397,795.84 to capital surplus ; 

(c) On July 30, 1945, at a special meeting of stockholders of applicant, 
the aforesaid amendment of its certificate of incorporation was adopted by 
the affirmative vote of the holders of a majority in amount of the company's 
outstanding common stock ; 

(d) Applicant further proposes that the common stock certificates which 
are now outstanding will continue to evidence common stock ownership as be- 
fore the amendment, except that the par value of each share will by reason 
of the amendment and without the exchange of certificates be changed from 
$10 per share to $5 per share; and that certificates issued after the amend- 
ment becomes effective will bear an over-printing on the face of each certifi- 
eate changing the par value of common stock from $10 to $5; 

(e) On March 4, 1939, applicant filed with the Commission reclassification 
and original cost studies of its electric plant as of January 1, 1937, pursuant 
to the requirements of electric plant accounts instruction 2-D of the Commis- 
sion’s Uniform System of Accounts Prescribed’ for Public Utilities and 
Licensees, and the Commission’s order of May 11, 1937, relating thereto; and 
thereafter, following a field examination by the staff of the Commission, filed 
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certain modifications of such studies. On October 13, 1942, the Commission 
issued an order approving disposition of amounts classified as of January 1, 
1937, in Account 100.5, electrie plant acquisition adjustments, and Account 107, 
electric plant adjustments, 3 F. P. C. 881; 7° 

(f) On December 7, 1942, applicant filed reclassification and original cost 
studies of its gas plant accounts as of January 1, 1940, pursuant to the re- 
quirements of gas plant accounts instruction 2-D of the Commission's Uniform 
System of Accounts Prescribed for Natural Gas Companies and the Commis- 
sion’s order No. 73 relating thereto, and on March 18, 1943, filed revisions of 
such studies ; 

(g) In the revised studies of its gas plant accounts referred to in para- 
graph (f), above, no field examination of which has been made by the: staff 
of the Commission, applicant classified amounts in the total sum of $3,575,- 
268.69 in Account 107, gas plant adjustments, consisting of (i) a write-up in 
the carrying value of natural gas production land and leases in the sum of 
$3,420,210.64 and (ii) under-priced retirements corrected to the basis of 
original cost in the sum of $155,058.05 ; 

(h) The application, as amended, discloses items aggregating $2,249,408.56 
classified by applicant in Account 100.5, gas plant acquisition adjustments, 
representing the difference between the cost to the company and the original 
cost of acquired gas plant; and an item of $25,920.70 in Account 100.5, electric 
plant acquisition adjustments, representing the difference between the cost to 
the company and original cost of electric property acquired subsequent to 
January 1, 1937; 

(i) By its application, as amended, applicant proposes the following dis- 
positions of the amounts referred to in paragraph (g), above: respecting the 
$3,420,210.64 representing the write-up of natural gas production land and 
leases, charge $3,397,795.84 thereof to Account 270, capital surplus, and $22,- 
414.80 to Account 271, earned surplus; respecting the $155,058.05 representing 
under-priced retirements corrected to the basis of original cost, charge the 
whole thereof to Account 250.1, reserve for depreciation of gas plant; 

(j) By its application, as amended, applicant proposes the following dis- 
positions of the amounts referred to in paragraph (hk), above: respecting 
the $2,249,408.56 in Account 100.5, gas plant acquisition adjustments, charge 
$1,546,483.94 thereof to Account 252, reserve for amortization of gas plant 
acquisition adjustments, such reserve arising from the transfer of an excess 
amount of $1,546,483.94 from Account 250.2, reserve for amortization and de- 
pletion of producing natural gas land and land rights; and amortize the re- 
mainder of $702,924.62 by annual charges of $50,000 to Account 537, miscel- 
laneous amortization, commencing January 1, 1946, with a proviso that such 
amortization may be accelerated by applicant during the amortization period ; 
and respecting the $25,920.70 in Account 100.5, electric plant acquisition ad- 
justments, charge the same to Account 271, earned surplus; 

(k) Written notice of the aforesaid application has been given to the Board 
of Railroad Commissioners of Montana, the Public Service Commission of 
North Dakota, the Public Utilities Commission of South Dakota, the Public 
Service Commission of Wyoming, the Railroad and Warehouse Commission 
of Minnesota, and to the Governor of each of those States. Notice of the 
application was also published on July 19, 1945, in Volume 10, Federal 
Register, at page 89389, stating that any person desiring to be heard or to 
make any protest with reference to the application should file a petition or 
protest on or before August 2, 1945. No protest or petition or request to be 
heard in opposition to the granting of such application has been received; 
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(lt) The Public Service Commission of North Dakota on July 18, 1945, is- 
sued an order authorizing applicant to reduce the par value of its common 
stock and its stated capital stock accounts in the manner above-described. The 
Chairman of the Board of Railroad Commissioners of Montana, the President 
of the Public Service Commission of North Dakota, and the Chairman of the 
Public Service Commission of Wyoming, have advised this Commission, by 
telegrams received on August 30 and 31, 1945, that the plan of disposition 
ordered herein is considered appropriate by said respective Commissions ; 

The Commission, having considered said application, as amended and sup- 
plemented, and the record thereon, finds that: 

(1) Applicant is a corporation organized and existing under and by virtue 
of the laws of the State of Delaware, and carries on an electric and natural 
gas utility business in the States of Montana, North Dakota and South Dakota, 
and a gas utility business in the State of Wyoming. It owns and operates 
facilities, among others, for the transmission and sale at wholesale of electric 
energy which is transmitted between the States of North Dakota and Montana 
and consumed at points outside the State in which it is generated, and fa- 
cilities in the State of North Dakota for the transmission of electric energy in 
that State, which energy is consumed at points in the Province of Sas- 
katchewan, Dominion of Canada, all of which facilities are in addition to, 
and do not include, facilities used for the generation of electric energy, fa- 
cilities used in local distribution or only: for the transmission of electric energy 
in intrastate commerce, or facilities for the transmission of electric energy 
consumed wholly by the transmitter. The applicant is, therefore, a “public 
utility” within the meaning of that term as used in the Federal Power Act; 

(2) The proposed reduction in the par value of the shares of stock heretofore 
issued, in the manner above-described, will constitute the issuance of secur- 
ities within the purview of section 204 of the Federal Power Act; 

(3) Applicant is not organized and operating in a State under the laws 
of which its security issues are regulated by a State commission within the 
meaning of section 204(f) of the Federal Power Act, and the proposed issue 
of stock is, therefore, not exempt by virtue of that section from the require- 
ments of section 204 of the Act; 

(4) The proposed issuance of stock as hereinafter authorized and approved 
will be for a lawful object, within the corporate purposes of the applicant and 
compatible with the publi¢ interest, which is appropriate for and consistent 
with the proper performance by the applicant of service as a public utility and 
which will not impair its ability to perform that service, and is reasonably 
appropriate for such purposes ; 

(5) The proposed dispositions referred to in paragraphs (i) and (j), 
above, are reasonable and appropriate for the purpose of the Federal Power 
Act ; 

The Commission orders that: 

(A) The proposed issuance of stock is authorized upon the terms and con- 
ditions and for the purposes set forth in the application, as amended and 
supplemented, subject to the provisions of this order ; 

(B) This authorization shall expire 60 days after the date of this order: 

(C) The applicant shall report with reference to the subject matter hereof 
as required by the Commission’s Rules of Practice and Regulations; 

(D) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
accounts, valuations, estimates or determinations of cost, or any other matter 
whatsoever which may come before this Commission or any other regulatory 
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body, and nothing in this order shall be construed as an acquiescence by this 
Commission in any estimate or determination of cost or any valuation of 
property claimed or asserted ; oi 

(E) Nothing in this order shall be construed to imply any guarantee or 
obligation on the part of the United States in respect to the securities to 
which this order relates ; 

(F) Disposition of the $3,575,268.69 classified in Account 107, gas plant ad- 
justments, the $2,249,408.56 classified in Account 100.5, gas plant acquisition 
adjustments, and the $25,920.70 classified in Account 100.5, eletcric plant ac- 
quisition adjustments, in the manner described in paragraphs (i) and (j), 
above, be and the same hereby is approved and directed ; 

(G) Applicant submit within 60 days from the date of this order certified 
copies of the entries giving effect to the dispositions hereby approved and di- 
rected, except that certified copies of the entries effectuating the accounting for 
the $702,924.62 in Account 100.5, gas plant acquisition adjustments, be sub- 
mitted within 30 days after the close of each year beginning with the year 
1946 ; 

(H) Since the staff of the Commission has made no field examination of 
the reclassification and original cost studies referred to in paragraph (f), 
above, the Commission reserves the right to make such examination and 
analysis of such studies as it may deem necessary and to require applicant 
to make further accounting adjustments as a result thereof ; 

(1) The application, insofar as it seeks authorization for applicant to 
reduce its stated capital stock accounts, be and the same is hereby dismissed 
for want of jurisdiction. 


Supplemental order approving disposition of amounts classified as electric 
plant acquisition adjustments and additional amounts classified as 
electric plant adjustments 


Pennsylvania Power Company 
(Docket No. IT-5687) 
August 31, 1945 


It appearing to the Commission that: 

(a) Pennsylvania Power Company (hereinafter referred to as the “com- 
pany”) filed reclassification and original cost studies of its electric plant as 
required by electric plant accounts instruction 2—D of the Commission's Uni- 
form System of Accounts Prescribed for Public Utilities and Licensees, effec- 
tive January 1, 1987, and the Commission’s order of May 11, 1987; 

(b) Upon application by the company, the Commission entered an order on 
September 9, 1942, which authorized and directed the disposition of an amount 
of $795,636.85 shown by the company’s studies, referred to above, as includible 
in Account 107, electric plant adjustments ; 

(c) During November 1943, pursuant to an order of the Pennsylvania 
Public Utility Commission dated November 8, 1943, the company classified an 
additional amount of $48,087.23 in Account 107, disposed of said amount by a 
charge to Account 271, earned surplus, and began the amortization of a bal- 
ance of $814,965.54 in Account 100.5, electric plant acquisition adjustments, 
at the rate of $4,500 per month by charges to Account 537, miscellaneous 
amortization ; 
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(d@) During 1945 the staff of this Commission made a field examination of 
the company’s studies, and thereafter conferences, concerning proposed staff 
adjustments, were held between representatives of the company and members 
of the staff of the Pennsylvania Commission and of this Commission ; 

(e) On June 13, 1945, as a result of such conferences, the company filed 
certain proposed revisions of its studies, resulting in the classification as of 
January 1, 1937, of $1,005,591.55 and $894,515.35 in Accounts 100.5 and 107, 
respectively, and submitted proposals for the disposition of the amounts in 
Accounts 100.5 and 107 except for the $795,636.85 in Account 107, the disposi- 
tion of which was approved by the Commission on September 9, 1942; 

(f) Under the proposals referred to in paragraph (e), above, the company 
requests this Commission’s approval of its previous disposition from Account 
107 of the $48,087.23, representing certain excess of recorded cost over original 
cost of acquired property, referred to in paragraph (c) hereof, and proposes to 
dispose of the remaining amount of $50,791.27 in Account 107 ($894,515.35 less 
$795,636.85 and $48,087.23) by charges to Account 250, reserve for depreciation 
of electric plant, and Account 271, earned surplus, in the amounts of $7,042.95 
and $43,748.32, respectively ; 

(g) The amount of $1,005,591.55, classified by the company in its revised 
studies in Account 100.5, has been reduced $179,646.38 as a result of retire- 
ments and adjustments during the years 1941, 1942, and 1943, leaving a bal- 
ance of $825,945.17 as of December 1, 1943, to be disposed of, for which the 
company proposes the following disposition : 

(i) An amount of $46,893.73 to be written off immediately by a charge to 
Account 271, earned surplus ; 

(ii) The residue of $779,051.44 to be amortized by charges to Account 537, 
miscellaneous amortization, at the rate of $4,500 per month beginning with 
December 1943; 

(h) The Commission has been advised that the Pennsylvania Public Utility 
Commission has approved the company’s proposals above referred to; 

The Commission finds that: 

The company’s prior disposition of the amount of $48,087.23 referred to in 
paragraph (c) hereof, the proposed disposition of the $50,791.27 referred to 
in paragraph (f) hereof, and the proposed disposition of the $825,945.17 re- 
ferred to in paragraph (g) hereof, are reasonable and appropriate for the 
purposes of the Federal Power Act ; 

The Commission orders that: 

(A) The company’s disposition of the amount of $48,087.23 and proposed 
dispositions of the amounts of $50,791.27 and $825,945.17, in the manner de- 
scribed in paragraphs (c), (f), and (g) hereof, be and the same hereby are 
approved and directed ; 

(B) The company submit within thirty days from the date of this order 
certified copies of the entries giving effect to the disposition of the amounts 
of $48,087.23, $50,791.27, and $46,893.73, and submit within thirty days after 
the close of each year the entries required for the amortization of the amount 
of $779,051.44 ($825,945.17 less $46,893.73) as provided in paragraph (A) 
hereof ; 

(C) The provisions of this order are not to be construed as dispensing with 
the necessity of full compliance with the requirements of the Public Utility 
Holding Company Act of 1985 and the rules, regulations and orders of the 
Securities and Exchange Commission. 
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Order requiring interconnection of facilities and issuing 
certificate of public convenience and necessity and 
dismissing application 


Central Illinois Public Service Company, Petitioner v. 
Panhandle Eastern Pipe Line Company and Kentucky 
Natural Gas Corporation, Respondents; Kentucky 
Natural Gas Corporation 


(Docket Nos. G—394, G—630) 
September 7, 1945 


It appears to the Commission that: 

(a) On September 25, 1944, Central Illinois Public Service Company’ filed 
an amended application in docket No. G—394 for an order pursuant to section 
7(a) of the Natural Gas Act directing Panhandle Eastern Pipe Line Com- 
pany”? to extend its transmission pipeline facilities and establish a physical 
connection with the facilities of Central Illinois at a point near the City of 
Mattoon, Illinois, and to supply natural gas in sufficient quantities to meet the 
natural-gas requirements of Central Illinois in its Mattoon area’; 

(b) On March 26, 1945, Kentucky Natural Gas Corporation‘ filed an appli- 
cation in docket No. G-630 for a certificate of public convenience and neces- 
sity pursuant to section 7(c) of the Natural Gas Act, as amended, to au- 
thorize its construction and operation of approximately 2014 miles of 6-inch 
transmission pipeline extending from a point of connection with the trans- 
mission pipeline system of Panhandle Eastern at or near Tuscola, Illinois, 
southward to a point of connection with the system of Central Illinois near 
the City of Mattoon for the purpose of augmenting the supply of natural gas 
to Central Illinois; : 

(c) On May 3, 1945, Central Illinois filed an amendment to its application 
of September 25, 1944 requesting, in the alternative, that it be issued a cer- 
tificate of public convenience and necessity, pursuant to section 7 of the 
Natural Gas Act, to construct and operate facilities similar to those described 
in paragraph (b) above, in the event that the Commission does not issue an 
order directing Panhandle Eastern to construct and operate the facilities re- 
ferred to in paragraph (a) above; 

(ad) Pursuant to the Commission’s orders of March 31, 1945, and May 8 and 
17, 1945, and after appropriate notice thereof, a public hearing was held in 
Chicago, Illinois, on April 23-26, 1945, and a further hearing in Washington, 
D. C. on June 15-16, 1945, concerning the matters involved and the issues 
presented by the applications. The Illinois Commerce Commission and certain 
coal and labor interests were permitted to intervene, and participated in the 
hearing’; 

(e) Central Illinois owns and operates a natural-gas transmission pipeline 
system in the State of Illinois extending from a point on the Illinois-Indiana 
State line in a generally westerly direction to Effingham, Dlinois, connecting 
its various distribution systems in Paris, Kansas, Ashmore, Charleston, Mattoon 
Neoga, Sigel and Effingham ; 


1 Hereinafter sometimes referred to as Central Ilinois. 

? Hereinafter sometimes referred to as Panhandle Eastern. 

*The Mattoon area includes Paris, Kansas, Ashmore, Charleston, Mattoon, Neoga, 
Sigel, and Effingham, all in the State of Illinois. 

* Hereinafter sometimes referred to as Kentucky Natural. 

5 Panhandle Eastern participated as an intervener in docket No. G—630. 
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(f) Central Illinois purchases its natural gas supply for its Mattoon area 
from Kentucky Natural, which gas is produced primarily in Texas and 
Kansas, and is transported from the producing states by Panhandle Eastern 
across intervening states (including Illinois) to Montezuma, Indiana, where it 
is delivered by Panhandle Eastern to Kentucky Natural. Kentucky Natural 
in turn transports such natural gas to a point on the Indiana-Illinois State 
line which is the eastern terminus of Central Illinois’ transmission pipeline. 
From that point, Central Illinois in turn, transports such gas to its various 
distribution systems in the Mattoon area ; 

(g) The present pipeline system of Central Illinois is inadequate to supply 
the estimated future demands in the communities which it now serves in the 
Mattoon area due to lack of capacity on such system west of Paris, Illinois. 
In order to increase its present system capacity to the extent required to 
adequately supply its present market with natural gas purchased at the 
Illinois-Indiana State line, it will be necessary for Central Illinois to expend 
at least $350,000 for additional pipeline facilities, whereas its estimated cost 
of the proposed new interconnection, referred to in paragraph (c) above, 
will be approximately $182,900 ;° 

(h) The proposed 6-inch natural gas transmission pipeline between Tuscola 
and Mattoon, Illinois, will have a capacity in excess of 5,000 M.c.f. of gas per 
day, which will be adequate to meet the now anticipated natural gas require- 
ments of Central Illinois in the Mattoon area through 1950; 

(i) Central Illinois purchased from Kentucky Natural 159,675 M.c.f. of 
natural gas in 1934. These purchases increased to 364,765 M.c.f. in 1944. The 
requirements of Central Illinois for the Mattoon area are estimated at 407,- 
843 M.c.f. in 1945, and are expected to increase to 578,184 M.c.f. in 1950. The 
estimated peak day requirements of Central Illinois in the Mattoon area are 
3,258 M.c.f. for the winter of 1945-1946, increasing to 4,694 M.c.f. on the peak 
day of 1949-1950 winter season. Based upon present operations, Central 
Illinois will be unable to meet its peak day demand for the winter of 1945- 
1946 to the extent of 1,043 M.c.f. By the winter of 1949-1950 this deficit, it is 
estimated, will increase to 2,290 M.c.f. ; 

(j) The reserves of Panhandle Eastern are the common source from which 
natural gas will be obtained under the several proposals referred to in para- 
graphs (a), (b) and (c) above. After the completion of facilities authorized 
by this Commission Jn the Matter of Panhandle Eastern Pipe Line Company 
in docket No. G-620, supra, p. 263, 59 P. U. R. (N.S.) 38, Panhandle Eastern will 
have available adequate reserves to supply its customers (which include 
Central Illinois) for in excess of thirty years based upon the estimated annual 
withdrawal of 133,000,000 M.c.f. ; 

(k) Central Illinois proposes to reduce its rates to ultimate consumers if 
it is able to obtain its natural gas supply directly from Panhandle Eastern. 
On the other hand, Kentucky Natural proposes to keep in force and effect its 
present rates to Central Illinois which will be in excess of the rates to be 
charged by Panhandle Eastern ; 

(l) The record does not show that the ability of Kentucky Natural to render 
natural-gas service will be jeopardized by its loss of the business of Central 
Illinois. Furthermore, it has not been shown that it is in the public interest 
for Kentucky Natural to continue to serve natural gas to Central Illinois at 


























*Kentucky Natural estimates the cost of such construction at $150,620 and Pan- 
handle Eastern at $202,900. 
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a price in excess of that which Central Illinois would pay if it obtained its 
natural gas supply direct from Panhandle Eastern ; ° 

(m) Central Illinois, Kentucky Natural and Panhandle Eastern are each 
financially able to construct and operate the facilities referred to in paragraphs 
(a), (6) and (c) above; 

(n) The Illinois Commerce Commission takes the position that the present 
system of Central Illinois is inadequate to render adequate service in the 
Mattoon area, and that the proposed line from Tuscola to Mattoon, Dlineis, 
should be constructed in order to provide “adequate and safe service” to the 
consumers of Central Illinois in the Mattoon area at appropriate rates; 

The Commission, having considered the several applications and the record 
thereon with respect to the matters involved and the issues presented, finds 
that: 

(1) Panhandle Eastern’ and Kentucky Natural*® are natural-gas companies 
within the meaning of the Natural Gas Act; 

(2) Central Illinois is engaged in the transportation of natural gas in 
interstate commerce and is a “natural-gas company” within the meaning of 
the Natural Gas Act; 

(3) The construction and operation of the facilities as proposed by Central 
Illinois will be used for the transportation of natural gas subject to the juris- 
diction of the Commission as integral parts of its existing pipeline system, 
and the proposed construction and operation thereof are subject to the require- 
ments of subsections (c) and (e) of section 7 of the Natural Gas Act, as 
amended ; 

(4) The operation of the proposed facilities is necessary in order for Cen- 
tral Illinois to maintain adequate service by making available sufficient natural 
gas to consumers which it presently supplies in the Mattoon area in Illinois; 

(5) Panhandle Eastern’s recoverable gas reserves and system capacity are 
adequate to meet the requirements of Central Illinois resulting from the pro- 
posed operation of the facilities referred to in paragraph (c) ; 

(6) Public convenience and necessity do not require the issuance of a 
certificate of public convenience and necessity to Kentucky Natural; 

(7) It is in the public interest that Central Dlinois be authorized to con- 
struct and operate the proposed transmission pipeline between Tuscola and 
Mattoon, Illinois, as an integral part of its transmission pipeline system and 
obtain its natural gas supply directly from Panhandle Eastern, thereby 
effecting a substantial saving in the cost of gas and permitting a reduction 
of rates to the ultimate consumers of Central Illinois; 

(8) It is desirable in the public interest that Panhandle Eastern Pipe Line 
Company establish a physical connection, at a point to be agreed upon at or 
near Tuscola, Illinois, of its facilities with the proposed facilities of Central 
Illinois Public Service Company for the purpose of delivering the natural gas 
required by Central Illinois for its Mattoon area; 

(9) The delivery of the natural-gas requirements of Central Illinois will 
not place any undue burden upon Panhandle Eastern, and will not impair its 
ability to render adequate service to its customers ; 

(10) The construction and operation by Central IMlinois of the facilities 
referred to in paragraph (c) above are and will be required by the present 

‘In the Matter of Panhandle Eastern Pipe Line Company, docket Nos. G—200, 207, 
3 F. P. C. 273, 45 P. U. R. (N. 8.) 203. 


SIn the Matter of Kentucky Natural Gas Corporation, docket No. G-—376, 3 F. P. C. 
971. 




































































































































































1044 FEDERAL POWER COMMISSION 


(f) Central Illinois purchases its natural gas supply for its Mattoon area 
from Kentucky Natural, which gas is produced primarily in Texas and 
Kansas, and is transported from the producing states by Panhandle Eastern 
across intervening states (including Illinois) to Montezuma, Indiana, where it 
is delivered by Panhandle Eastern to Kentucky Natural. Kentucky Natural 
in turn transports such natural gas to a point on the Indiana-Illinois State 
line which is the eastern terminus of Central Illinois’ transmission pipeline. 
From that point, Central Illinois in turn, transports such gas to its various 
distribution systems in the Mattoon area ; 

(g) The present pipeline system of Central Illinois is inadequate to supply 
the estimated future demands in the communities which it now serves in the 
Mattoon area due to lack of capacity on such system west of Paris, Illinois. 
In order to increase its present system capacity to the extent required to 
adequately supply its present market with natural gas purchased at the 
Illinois-Indiana State line, it will be necessary for Central Illinois to expend 
at least $350,000 for additional pipeline facilities, whereas its estimated cost 
of the proposed new interconnection, referred to in paragraph (c) above, 
will be approximately $182,900 ;* 

(hk) The proposed 6-inch natural gas transmission pipeline between Tuscola 
and Mattoon, Illinois, will have a capacity in excess of 5,000 M.c.f. of gas per 
day, which will be adequate to meet the now anticipated natural gas require- 
ments of Central Illinois in the Mattoon area through 1950; 

(i) Central Illinois purchased from Kentucky Natural 159,675 M.c.f. of 
natural gas in 19384. These purchases increased to 364,765 M.c.f. in 1944. The 
requirements of Central Illinois for the Mattoon area are estimated at 407,- 
843 M.c.f. in 1945, and are expected to increase to 578,184 M.c.f. in 1950. The 
estimated peak day requirements of Central Illinois in the Mattoon area are 
3,258 M.c.f. for the winter of 1945-1946, increasing to 4,694 M.c.f. on the peak 
day of 1949-1950 winter season. Based upon present operations, Central 
Illinois will be unable to meet its peak day demand for the winter of 1945- 
1946 to the extent of 1,043 M.c.f. By the winter of 1949-1950 this deficit, it is 
estimated, will increase to 2,290 M.c.f. ; 

(j) The reserves of Panhandle Eastern are the common source from which 
natural gas will be obtained under the several proposals referred to in para- 
graphs (a), (b) and (c) above. After the completion of facilities authorized 
by this Commission In the Matter of Panhandle Eastern Pipe Line Company 
in docket No. G-620, supra, p. 263, 59 P. U. R. (N.S.) 38, Panhandle Eastern will 
have available adequate reserves to supply its customers (which include 
Central Illinois) for in excess of thirty years based upon the estimated annual 
withdrawal of 133,000,000 M.c.f. ; 

(k) Central Illinois proposes to reduce its rates to ultimate consumers if 
it is able to obtain its natural gas supply directly from Panhandle Eastern. 
On the other hand, Kentucky Natural proposes to keep in force and effect its 
present rates to Central Illinois which will be in excess of the rates to be 
charged by Panhandle Eastern ; 

(1) The record does not show that the ability of Kentucky Natural to render 
natural-gas service will be jeopardized by its loss of the business of Central 
Illinois. Furthermore, it has not been shown that it is in the public interest 
for Kentucky Natural to continue to serve natural gas to Central Illinois at 








*Kentucky Natural estimates the cost of such construction at $150,620 and Pan- 
handle Eastern at $202,900. 
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a price in excess of that which Central Illinois would pay if it obtained its 
natural gas supply direct from Panhandle Eastern ; ° 

(m) Central Illinois, Kentucky Natufal and Panhandle Eastern are each 
financially able to construct and operate the facilities referred to in paragraphs 
(a), (6) and (c) above; 

(n) The Illinois Commerce Commission takes the position that the present 
system of Central Illinois is inadequate to render adequate service in the 
Mattoon area, and that the proposed line from Tuscola to Mattoon, Illinois, 
should be constructed in order to provide “adequate and safe service” to the 
consumers of Central Illinois in the Mattoon area at appropriate rates; 

The Commission, having considered the several applications and the record 
thereon with respect to the matters involved and the issues presented, /finds 
that: 

(1) Panhandle Eastern’ and Kentucky Natural* are natural-gas companies 
within the meaning of the Natural Gas Act; 

(2) Central Illinois is engaged in the transportation of natural gas in 
interstate commerce and is a “natural-gas company” within the meaning of 
the Natural Gas Act; 

(3) The construction and operation of the facilities as proposed by Central 
Illinois will be used for the transportation of natural gas subject to the juris- 
diction of the Commission as integral parts of its existing pipeline system, 
and the proposed construction and operation thereof are subject to the require- 
ments of subsections (c) and (e) of section 7 of the Natural Gas Act, as 
amended ; 

(4) The operation of the proposed facilities is necessary in order for Cen- 
tral Illinois to maintain adequate service by making available sufficient natural 
gas to consumers which it presently supplies in the Mattoon area in Illinois; 

(5) Panhandle Eastern’s recoverable gas reserves and system capacity are 
adequate to meet the requirements of Central Illinois resulting from the pro- 
posed operation of the facilities referred to in paragraph (c) ; 

(6) Public convenience and necessity do not require the issuance of a 
certificate of public yonvenience and necessity to Kentucky Natural; 

(7) It is in the public interest that Central Illinois be authorized to con- 
struct and operate the proposed transmission pipeline between Tuscola and 
Mattoon, Illinois, as an integral part of its transmission pipeline system and 
obtain its natural gas supply directly from Panhandle Eastern, thereby 
effecting a substantial saving in the cost of gas and permitting a reduction 
of rates to the ultimate consumers of Central Illinois; 

(8) It is desirable in the public interest that Panhandle Eastern Pipe Line 
Company establish a physical connection, at a point to be agreed upon at or 
near Tuscola, Illinois, of its facilities with the proposed facilities of Central 
Illinois Public Service Company for the purpose of delivering the natural gas 
required by Central Illinois for its Mattoon area ; 

(9) The delivery of the natural-gas requirements of Central Illinois will 
not place any undue burden upon Panhandle Eastern, and will not impair its 
ability to render adequate service to its customers ; 

(10) The construction and operation by Central Iinois of the facilities 
referred to in paragraph (c) above are and will be required by the present 


™In the Matter of Panhandle Eastern Pipe Line Company, docket Nos. G—200, 207, 
3 F. P. C. 273, 45 P. U. R. (N. 8.) 203. 

SIn the Matter of Kentucky Natural Gas Corporation, docket No. G-—376, 3 F. P. C. 
971. 
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and future public convenience and necessity, and a certificate authorizing such 
proposed construction and operation should be issued as hereinafter ordered 
and conditioned ; 

(11) Central Illinois is able and willing properly to do the acts and per- 
form the service proposed, and to conform to the provisions of the Natural 
Gas Act, as amended, and the requirements, rules and regulations of the 
Commission thereunder ; 

The Commission orders that: 

(A) A. certificate of public convenience and necessity be and it is hereby 
issued authorizing Central Dlinois Public Service Company to construct the 
proposed facilities described in its application and exhibits appended thereto, 
and to operate its present and proposed facilities subject to the jurisdiction 
of this Commission for the transportation of natural gas as described in said 
application upon the terms and conditions of this order ; 

(B) Panhandle Eastern Pipe Line Company shall establish a physical con- 
nection of its transmission pipeline facilities at or near Tuscola, Illinois, with 
the proposed facilities of Central Illinois Public Service Company, and shall 
deliver and sell to Central Illinois through such physical interconnection the 
natural-gas required by it for service to its ultimate consumers in its Mattoon 
area, which includes Paris, Kansas, Ashmore, Charleston, Mattoon, Neoga, 
Sigel and Effingham, all in the State of Illinois. Such natural-gas deliveries 
shall be made at the line pressure existing at such interconnection or at such 
lower pressure as may be agreed upon by Panhandle Eastern and Central 
Illinois ; 

(C) This certificate shall not be transferable and is without prejudice to 
the authority of this Commission or any other regulatory body with respect 
to rates, contracts, service, accounts, valuation, estimate or determination of 
cost, or any other matter whatsoever now pending or which may come before 
this Commission or such other regulatory body, and nothing herein shall be 
construed as an acquiescenée by this Commission in any estimate or deter- 
mination of cost or any valuation of property claimed or asserted ; 

(D) Nothing herein is to be constructed as affecting in any manner the deter- 
mination of the service area of Central Illinois or of any other natural-gas 
company under section 7(f) of the Natural Gas Act; 

(E) This certificate shall be effective as long as Central Llinois continues 
the operations hereby authorized in accordance with the provisions of the 
Natural Gas Act and any pertinent rules, regulations or orders heretofore or 
hereafter issued by the Commission ; 

(F) Nothing contained in this order shall be construed as in any manner 
changing or affecting the Commission’s opinion and accompanying order re- 
ducing rates, entered September 23, 1942 in docket Nos. G—200 and G—207, In 
the Matter of Panhandle Eastern Pipe Line Company, and City of Detroit v. 
Panhandle Eastern Pipe Line Co., 3 F.P.C. 273, 292, 45 P.U.R. (N.S.) 203, or 
in any manner relieving Panhandle Eastern from filing new rate schedules re- 
flecting the reduction in rates in conformity therewith ; 

(G) Appropriate evidence of the issuance of this certificate shall be fur- 
nished to Central Illinois ; 

(H) The application of Kentucky Natural Gas Corporation in docket No. 
G-630, for a certificate of public convenience and necessity to authorize Ken- 
tucky Natural to construct and operate the facilities referred to in paragraph 
(b) aboye, be and it is hereby dismissed. 
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APPENDIX—ORDERS 


Order issuing certificate of public convenience and necessity 
New York State Natural Gas Corporation 
(Docket No. G-637) 


September 12, 1945 





It appears to the Commission that: 
(a) On April 23, 1945, New York State Natural Gas Corporation (applicant) 
filed an application. for a certificate of public convenience and necessity pur- 
suant to section 7(c) of the Natural Gas Act, as amended, to authorize the 
construction and operation of the following-described facilities at applicant's 
Boom Compressing Station located in Tioga County, Pennsylvania: 

(1) An additional 500-horsepower gas engine and compressor ; 

2) A 25-horsepower auxiliary gas engine; 

(3) New gas coolers, circulating pumps, suction and discharge lines, en- 
largement of auxiliary building and other appurtenant equipment ; 

(b) Pursuant to the Commission’s order dated May 29, 1945, fixing date for 
hearing on the application, appropriate notice of which was given, including 
notice to the regulatory commissions of the States in which applicant operates, 
a public. hearing was held on this matter at Pittsburgh, Pennsylvania, on June 
12, 1945. No protest to the application has been received ; 

(c) Applicant is engaged in the production of natural gas in the States of 
Pennsylvania and New York, and in the purchase of natural gas from the Hope 
Natural Gas Company (Hope Company) at the West Virginia-Pennsylvania 
boundary line, which gas is produced in the States of Texas and West Vir- 
ginia. All of the gas received by applicant is commingled and sold by it by 
means of its interstate transportation pipeline system to other companies for 
resale for ultimate public consumption in the States of Pennsylvania and 
New York; 

(d) The Commission, by order entered April 26, 1944, in docket No. G-— 
508, supra, p. 71, authorized applicant to construct and operate 127 miles of 
12%-inech transmission pipeline extending from the Pennsylvania-West Vir- 
ginia boundary line to a point of connection with the leased pipeline of Peo- 
ples Natural Gas Company (now owned by applicant) near the latter’s Pew 
Compressing Station. One purpose of this pipeline was to enable applicant 
to receive natural gas from the Hope Company in substitution for that here- 
tofore purchased from the Peoples Natural Gas Company. The gas sales con- 
tract between applicant and Hope Company provides for the sale of a maximum 
of 14,000,000 M.c.f. of gas annually and a minimum of 6,000,000 M.c.f. per 
annum, deliveries to be made substantially in uniform daily and monthly 
quantities. The excess of gas received by applicant during the summer months 
above the actual demand is stored by applicant in its Boom storage pool. The 
Boom Compressing Station and the east end of the Tioga pool in Tioga 
County, Pennsylvania, constitute the Boom storage pool ; 

(e) Applicant’s Boom Compressing Station compresses and pumps gas both 
in a northerly direction into New York and in a southerly direction into 
Pennsylvania. The installation of the proposed facilities increase the rated 
horsepower of such station from 675 horsepower to 1175 horsepower, thus 
permitting applicant to pump out of storage a maximum of about 39,900 M.c.f. 
of gas per day compared with a maximum of approximately 19,900 M.c.f. 
without such facilities. The evidence shows that on a peak day applicant’s 
increased demands as authorized in docket No. G—508 could not be met unless 
the proposed additional facilities were installed. Further, such construction 
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will also provide applicant with standby power which is necessary due to the 
danger of pipeline breaks or failure of any of the existing gas compressor 
units at the Boom Compressing Station ; 

(f) In order to enabie applicant to store sufficient gas in the summer of 
1945 to meet the demands on its system during the 1945-1946 winter period, 
the Commission, on May 14, 1945, granted applicant temporary authorization 
to construct and operate the facilities referred to in paragraph (a), above; 

(g) The estimated total over-all capital cost involved in the construction of 
the proposed facilities is $51,790. Applicant is financially able to construct and 
operate the proposed facilities ; 

(h) The War Production Board has assigned to the applicant preference 
ratings for the materials required for such construction ; 

(i) The proposed construction and operation will result in a more econom- 
ical and flexible operation of applicant’s transmission pipeline system ; 

(j) The operation of the facilities hereinabove referred to is required to 
assure the maintenance of continuous operation of applicant’s Boom Com- 
pressing Station and adequate deliveries of natural gas through applicant's 
pipelines to its existing customers ; 

(k) No increase in applicant’s rates is contemplated as a result of the con- 
struction and operation of the facilities referred to in paragraph (a), above; 

(l) Applicant’s gas supply is adequate to meet such deliveries as may result 
from its proposed operations ; 

The Commission, having considered the application and the record thereon 
with respect to the matters involved and the issues presented, finds that: 

(1) Applicant, a New York corporation having its principal place of busi- 
ness in Pittsburgh, Pennsylvania, is engaged in the transportation and sale 
in interstate commerce of natural gas for resale for ultimate public consump- 
tion and is a “natural-gas company” within the meaning of the Natural Gas 
Act, as heretofore found by the Commission in its order of October 27, 1942, 
in docket No. G-312, 3 F.P.C. 844; 

(2) The natural gas facilities referred to in paragraph (@), above, are and 
will be used for the transportation and sale of natural gas, subject to the 
jurisdiction of the Commission, and the construction and operation thereof 
by the applicant are subject to the requirements of subsections (c) and (e) 
of section 7 of the Natural Gas Act, as amended ; 

(3) Applicant is able and willing properly to do the acts and perform 
the service proposed and to conform to the provisions of the Natural Gas Act, 
as amended, and the requirements, rules and regulations of the Commission 
thereunder ; 

(4) The proposed construction and operation by applicant of the facilities 
described in paragraph (a), above, are and will be required by the present and 
future public convenience and necessity, and a certificate therefor should be 
granted as hereinafter ordered and conditioned ; 

Therefore, the Commission orders that: 

(A) A certificate of public convenience and necessity be and it’ hereby is 
issued authorizing applicant to construct and operate the facilities referred 
to in paragraph (@), above, and more fully described in the application in 
this proceeding and exhibits appended thereto, for the transportation and sale 
of natural gas, subject to the jurisdiction of the Commission, upon the terms 
and conditions of this order ; 

(B) Applicant shall report to the Commission in writing, under oath, the 
dates of completion and the commencement of operations of the facilities 
referred to in paragraph (a), above; 
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(C) This certificate shall not be transferable and is without prejudice to 
the authority of this Commission or any other regulatory body with respect 
to rates, contracts, service, accounts,valuation, estimate or determination 
of cost, or any other matter whatsoever now pending or which may come before 
this Commission or any other regulatory body, and nothing herein shall be 
construed as an acquiescence by this Commission in any estimate or deter- 
mination of cost or any valuation of property claimed or asserted ; 

* (D) Nothing herein is to be construed as affecting in any manner the deter- 
mination of the service area of applicant or of any other natural gas com- 
pany under section 7(f) of the Natural Gas Act; 

(E) This certificate shall be effective as long as applicant continues the 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act, as amended, and any pertinent rules, regulations, or orders hereto- 
fore or hereafter issued by the Commission ; 

(F) Appropriate evidence of the issuance of this certificate shall be fur- 
nished to applicant. 


Order suspending supplemental rate schedules 
Cincinnati Gas Transportation Company 
(Docket No. G—663) 

September 15, 1945 


It appears to the Commission that: 

(a) By order of November 2, 1944, the Commission, in docket No. G—5)1, 
suspended Cincinnati Gas Transportation Company’ rate schedule FPC No. 7 
providing for changes in its rate schedules then in force, as listed below, for 
the sale of natural gas to the following companies ;:* 





Schedule then in force 





FPC No. 1 _.| The Cincinnati Gas and Electric Company. 
I aia ieee _.....| The Union Light, Heat and Power Company. 
FPC No. 4 | Bracken County Gas Company. 


Such order required that the rate schedules then in force be continued in 
effect. On March 13, 1945, prior to the expiration of the period for which rate 
schedule FPC No. 7 was suspended, the Transportation Company filed a waiver 
of any right it may have under section 4(e) of the Natural Gas Act to make 
such proposed rate schedule effective until the Commission enters an order 
permitting such action ;° 

(b) On August 18, 1945, the Transportation Company filed agreements with 
the Cincinnati Gas and Electric Company and The Union Light, Heat and 
Power Company designated as supplements No. 3 to its aforesaid rate schedules 


1 Hereinafter referred to as the “Transportation Company.” 

? Service to Kentucky Utilities Company was also covered by the Transportation Com- 
pany’s rate schedule F. P. C. No. 7, and rate schedules of the Transportation Company's 
affiliates, United Fuel Gas Company and Warfield Natural Gas Company, were sus- 
pended by the order of November 2, 1944; however, such matters are not directly in- 
volved here. 

°A hearing was held on the suspended rate schedule F. P. C. No. 7 concurrently with 
the hearing involving the general investigation of the rates of the Transportation Com- 
pany and its affiliates in docket No. G-440. Oral argument before the Commision en 
banc was heard in such matters on September 14, 1945. 
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FPC Nos. 1 and 38, respectively.* Such supplemental rate schedules propose 
to put into effect, with respect to service to the aforesaid two companies, the 
provisions of the suspended rate schedule FPC No. 7, except as to provisions 
providing for increased rates. The rates provided in the aforesaid rate sched- 
ules FPC Nos. 1 and 8 would be continued in effect. The principal changes 
proposed relate to the periods for which service would be rendered. Twenty- 
year terms would be provided in lieu of the provisions permitting cancellation 
upon 6 months’ notice by either party to the other. The supplemental rate 
schedules further provide that the vendees may not terminate the agreements 
on less than 5 years’ notice to the Transportation Company ; 

(c) By letters of August 9 and August 15, 1945, transmitting the supple- 
mental rate schedules, the Transportation Company explained that the pur- 
pose of such schedules was to afford an arrangement with its aforesaid cus- 
tomers for the sale of natural gas on a long-time basis. With respect to the 
necessity for such an arrangement, it was stated that Columbia Gas & Electric 
Corporation has agreed with the Securities and Exchange Commission to 
dispose of its stock ownership in The Cincinnati Gas and Electric Company, 
and that in order to do the financing necessary to effect such disposition, the 
latter must be assured a long-term supply of gas.° No reasons were assigned 
for the necessity of having a long-term agreement with The Union Light, Heat 
and Power Company, nor for the necessity of imposing upon the vendees the 
restriction preventing them from terminating the agreements in less than 5 
years from the date of notice to the Transportation Company of their inten- 
tion so to do. No effort has been made by the Transportation Company since 
the suspension of its rate schedule FPC No. 7 to put into effect similar pro- 
visions covering the sale of natural gas to its single unaffiliated customer, 
Kentucky Utilities Company ; 

(d) The provisions of the aforesaid supplemental rate schedule may be in- 
consistent with the public interest and place an undue burden upon the ulti- 
mate consumers of natural gas ;° 

(e) Unless suspended by order of the Commission, supplements No. 3 to the 
Transportation Company’s rate schedules FPC Nos. 1 and 3 will become effec- 
tive as of September 18, 1945, pursuant to the provisions of the Natural Gas 
Act and the amended Provisional Rules of Practice and Regulations there- 
under ; 

The Commission finds that: 

It is necessary, desirable and in the public interest that a public hearing 
be held concerning the lawfulness of the changes in the Transportation Com- 
pany’s rate schedules FPC Nos, 1 and 3 proposed to be made effective by its 
supplement No. 3 to each of such rate schedules, and that such supplemental 
rate schedules be suspended pending the hearing and decision thereon; 


4 Apparently supplement No. 3 to the Transportation Company’s rate schedule F. P. C. 
No. 3 is designed to cover service rendered under its aforesaid rate schedule F. P. C. 
No. 4 to Bracken County Gas Company. Such supplement provides that The Union 
Light, Heat and Power Company shall take over the service to certain customers now 
served by Bracken. 

5The Transportation Company and its aforesaid vendees are all controlled by Colum- 
bia Gas & Blectric Corporation. See In the Matter of Columbia Gas € Electric Corp. 
et al., S. E. C. Holding Company Act Release No. 5455, December 1, 1944, and Release 
No. 6028, September 5, 1945. 

® See application In the Matter of Metropolitan Eastern Corporation, docket No. G—625, 
requesting a certificate of public convenience and necessity for authority to construct 
and operate a natural gas pipeline from the Carthage gas field, Panola County, Texas, 
to the vicinity of Cincinnati, Ohio. A hearing on this application has been ordered to 
commence October 15, 1945. 
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The Commission orders that: 

(A) A public hearing be held on a date and at a place to be fixed by further 
order of the Commission concerning tte lawfulness of the proposed changes 
in conditions of service set forth in supplements No. 3 to the Transportation 
Company’s rate schedules FPC Nos. 1 and 3; 

(B) Pending such hearing and decision thereon, supplements No. 3 to the 
Transportation Company’s rate schedules FPC Nos. 1 and 3, insofar as such 
supplemental schedules provide for the sale of natural gas other than for 
resale for industrial use only, be and they are hereby suspended until Febru- 
ary 18, 1946, or until such time thereafter as such supplemental rate sched- 
ules shall be made effective in the manner prescribed by the Natural Gas Act; 

(C) During the period of such suspension the Transportation Company's 
rate schedules FPC Nos. 1, 3 and 4, and presently effective supplements there- 
to, shall remain and continue in full force and effect, except insofar as such 
rate schedules may be for the sale of natural gas for resale for industrial use 
only ; 

(D) Interested State commissions may participate in said hearing as pro- 
vided in section 67.4 of the Provisional Rules of Practice and Regulations 
under the Natural Gas Act. 


Order modifying order issuing certificate of 
public convenience and necessity 


Hope Natural Gas Company 
(Docket No. G-—511) 
September 15, 1945 


It appears to the Commission that: 

(a) On December 12, 1944, the Commission entered an order in this pro- 
ceeding issuing a certificate of public convenience and necessity under section 
7(c) of the Natural Gas Act, as amended, authorizing Hope Natural Gas Com- 
pany (applicant) to construct and operate additional compressor auxiliary 
equipment at its Cornwell compressing station, located in Kanawha County, 
West Virginia, swpra, p. 807; 

(b) Paragraph (B) of the December 12, 1944, orders states that: 

“The facilities herein authorized shall not be used for the transportation or 
sale of natural gas received from Tennessee Gas and Transmission Company 
in excess of the aggregate volumes provided for in Article II, paragraph 4, 
of the present Tennessee Gas and Transmission Company's rate schedule 
FPC No. 1 (i.e. such facilities shall not be used for the transportation and 
sale of the additional volumes provided for in Article XV, paragraph 8, of 
supplement No. 1 to said rate schedule) unless specifically hereafter author- 
ized by the Commission.” 2 

(c) On June 29, 1945, applicant filed an application with the Commission 
requesting the issuance of a supplemental order eliminating paragraph (B) 
of the December 12, 1944 order; 

The Commission jinds that: 

It is appropriate in the public interest that the Commission’s order of De- 
cember 12, 1944, In the Matter of Hope Natural Gas Company, docket No. G- 
511, supra, p. 807, be modified and amended, as hereinafter ordered ; 

The Commission orders that: 

The Commission's order of December 12, 1944, In the Matter of Hope Natural 
Gas Company, docket No. G-—51l1, supra, be and it hereby is modified and 
amended by revising paragraph (B) thereof to read as follows: 
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(B) Such facilities shall not be used for the transportation and sale of 
the additional volumes of natural gas provided for in Article XV, paragraph 
8, of supplement No. 1 of Tennessee Gas and Transmission Company rate 
schedule FPC No. 1 unless specifically hereafter authorized by the Commission. 


Order issuing certificate of public convenience and necessity 
Southern Natural Gas Company 
(Docket No. G—641) 
September 15, 1945 


Upon consideration of the application filed by Southern Natural Gas Com- 
pany (applicant), for a certificate of public convenience and necessity pur- 
suant to section 7 of the Natural Gas Act, as amended, to authorize the con- 
struction and operation of certain facilities for the transportation and sale 
of natural gas, as hereinafter described ; 

It appears to the Commission that: 

(a) On May 23, 1945, applicant filed an application, as supplemented, to 
authorize the construction and operation of the following-described facilities ; 

(1) To increase system delivery capacity : 

14.5 miles of 22-inch main transmission pipe line between Perryville and 
Onward compressor stations, Louisiana ; 

1 mile of 22-inch main transmission pipe line between Perryville and On- 
ward compressor station, Louisiana ; 

11.5 miles of 22-inch main transmission pipe line between Onward and 
Pickens compressor stations, Mississippi ; 

18.5 miles of 22-inch main transmission pipe line between Pickens and Louis- 
ville compressor stations, Mississippi ; 

14.3 miles of 22-inch main transmission pipe line between Louisville and 
Reform compressor stations, in the States of Mississippi and Alabama; 

20.7 miles of 22-inch main transmission pipe line between Reform and Tar- 
rant compressor stations, Alabama ; 

5.5 miles of 20-inch main transmission pipe line between Tarrant and De- 
Armanville compressor station, Alabama ; 

12.1 miles of 20-inch main transmission pipe line near the City of Atlanta, 
Georgia ; 

10 miles of 6%-inch transmission pipe line on the Meridian (Mississippi) 
Branch line; 


13.2 miles of 12-inch transmission pipe line on the Montgomery-Columbus 
Branch Line; 


A compressor station with an installed capacity of 1200 horsepower to be 
located on the Montgomery-Columbus Branch Line, near Wetumpka, Alabama ; 

(2) To increase operating efficiency of system: 

7 domestic water supply systems to serve operators’ dwellings at 
pressor stations ; 


7 com- 


18 heat exchangers for engine water cooling at 4 compressor stations; 

58 air-cooled exhaust line mufflers at 5 compressor stations ; 

3 operators’ houses at 2 compressor stations and 3 at control-measurement 
stations ; 

Miscellaneous items consisting principally of measuring equipment, station 
pumps, cooling tower additions and minor additions to compressor station 
electric systems ; 
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(b) Pursuant to the Commission’s order of June 12, 1945, appropriate notice 
of which was given, including notice to the regulatory commissions of the 
states in which applicant operates, a public hearing was held in this matter 
commencing July 19, 1945, and concluding on July 28, 1945. No protest to the 
application has been received ; 

(c) Applicant, a Delaware corporation, having its principal place of busi- 
ness in Birmingham, Alabama, is engaged in the transportation and sale of 
natural gas for resale for ultimate public consumption, which natural gas 
is produced within the States of Texas and Louisiana and transported to 
points outside of such States, by means of applicant’s interconnected pipeline 
system extending from the Logansport gas field in Texas, through the States 
of Louisiana, Mississippi, Alabama and into the State of Georgia. The fa- 
cilities here involved are, or would become, integral parts of such pipeline 
system ; 

(d) The present capacity of applicant’s system is 220,000 M.c.f. per day, 
the purposes of installing the proposed facilities being to increase such capac- 
ity to 245,000 M.c.f. per day. The total anticipated connected load on the 
system for a peak day in the winter of 1945-1946, at 20° F. at Birmingham, 
Alabama, is estimated to be approximately 420,000 M.c.f. On January 31, 1945, 
the applicant delivered 238,554 M.c.f. of natural gas (the excess over capacity 
being taken from line storage) and was compelled to disconnect customers with 
requirements of 100,733 M.c.f. On February 1, 1945, the applicant delivered 
222,328 M.c.f. and disconnected 124,970 M.c.f. ; 

(e) The record shows that in 1944 the applicant delivered 71,916,523 M.c.f. 
of natural gas, including its sales for resale, direct sales and company use. 
Of this amount, 11,240,006 M.c.f. was sold for resale for domestic or general 
service. The estimated annual deliveries for 1945 are 74,100,000 M.c.f. of 
which 13,450,000 M.c.f. will be sold for resale for domestic or general service 
use. The number of domestic or residential meters connected to the applicant’s 
system through distributing companies and municipal agencies has increased 
from 99,942 in 1940 to 125,748 in 1944. With the availability of gas-burning 
appliances and the anticipated accelerated construction of new housing, the 
applicant expects a more rapid increase in demands for general service gas 
after the end of the war; 

(f) The proposed operation of the additional facilities, referred to in para- 
graphs (a) (1) and (a) (2), above is required to assure adequate deliveries 
of natural gas through applicant’s pipeline system to its existing customers; 

(g) Applicant’s gas supply is adequate to meet such increased deliveries 
as may result from its proposed operations ; 

(h) The total estimated cost of the proposed facilities is $3,771,760. After 
ordinary operations for the years 1945, applicant will have $5,847,000 available 
for construction, exploration, dividends, working capital and other corporate 
purposes. In addition, applicant has made arrangements to borrow approxi- 
mately $2,250,000 at 214%, interest so that it will have sufficient funds avail- 
able to construct and operate the proposed facilities : 

(i) No inerease in applicant’s rates is contemplated as a result of the pro- 
posed construction and operation of the facilities referred to in paragraphs 
(a) (1) and (@) (2), above; 

The Commission, having considered the application, as supplemented, and 
the record thereon with respect to the matters involved and the -issues pre-. 
sented, finds that: 

(1) Applicant is engaged in the transportation and sale of natural gas 
in interstate commerce for resale for ultimate public consumption and is, 
therefore, a “natural-gas company,” within the meaning of the Natural Gas 
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Act as heretofore found by the Commission in its order, among others, en- 
tered on October 6, 1942, In the Matter of Southern Natural Gas Company, 
docket No. G-296; 3 F.P.C. 822; i 

(2) The facilities described in paragraphs (a) (1) and (a) (2), above, 
are proposed to be used in the transportation of natural gas, subject to the 
jurisdiction of the Commission, as integral parts of applicant’s existing pipe- 
line system, and the proposed construction and operation of such facilities 
are subject to the requirements of subsections (c) and (e) of section 7 of 
the Natural Gas Act, as amended ; 

(3) The proposed construction and operation of the facilities described in 
paragraphs (a) (1) and (@) (2), above, are and will be required by the 
present and future public eonvenience and necessity, and a certificate there- 
for should be issued as hereinafter ordered ; 

(4) Applicant is able and willing properly to do the acts and to perform the 
service proposed and to conform to the provisions of the Natural Gas Act and 
the requirements, rules and regulations of the Commission thereunder ; 

The Commission orders that: 

(A) A certificate of public convenience and necessity be and it is hereby 
issued authorizing applicant to construct and operate the facilities referred 
to in paragraph (a) (1) and (a) (2), above, all as more fully described in 
the application, as supplemented, in this proceeding, for the transportation 
and sale of natural gas therein set forth, subject to the jurisdiction of the 
Commission, upon the terms and conditions of this order ; 

(B) Applicant shall report to the Commission in writing, under oath, the 
date the facilities herein authorized are completed and placed in operation; 

(C) This certificate shall not be transferable and is without prejudice to 
the authority of this Commission or any other regulatory body with respect 
to rates, service, accounts, contracts, valuation, estimate or determination 
of cost, or any other matter whatsoever now pending or which may come 
before this Commission or other regulatory body, and nothing herein shall be 
construed as an acquiescence by this Commission in any estimate or deter- 
mination of cost or any valuation of property claimed or asserted ; 

(D) Nothing herein is to be construed as affecting in any manner the deter- 
mination of the service area of applicant under section 7(f) of the Natural 
Gas Act, as amended ; 

(E) This certificate shall be effective as long as applicant continues the 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act, as amended, and any pertinent rules, regulations, or orders hereto- 
fore or hereafter issued by the Commission ; 

(F) Appropriate evidence of the issuance of this certificate shall be fur- 
nished to applicant. 


Order issuing certificate of public convenience and necessity 
Hope Natural Gas Company 
(Docket.No, G-466) 
October 3, 1945 


It appears to the Commission that: 
(a) On April 24, 1943, Hope Natural Gas Company (applicant) filed an 
application for a certificate of public convenience and necessity pursuant to 


section 7 of the Natural Gas Act, as amended, to authorize it to acquire from 
South Penn Natural Gas Company (South Penn) such of the following-de- 
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scribed facilities located in Lewis and Doddridge Counties, West 
as are subject to the jurisdiction of the Commission : 

(1) 5,800 acres of operated leaseholds having drilled thereon some 123 
oil wells; 

(2) 2,680 acres of unoperated leaseholds ; 

(3) Approximately 65 miles of pipe lines ranging in size from 1-inch to 
10-inch ; 

(4) One 695 horsepower compressor station and adjacent gasoline extrac- 
tion plant; 

(5) Miscellaneous property and facilities such as warehouses, dwellings and 
office buildings, meters and regulators ; 

(b) Subsequently applicant, on May 7, 1943, filed a telegraphic application 
for temporary authority to acquire and operate the aforesaid facilities, and 
temporary authority was granted applicant by the Commission on May §8, 
1948 ; 

(c) Pursuant to the aforesaid temporary authorization granted by the Com- 
mission, the facilities described in paragraph (a) hereof were purchased by 
applicant from South Penn Natural Gas Company as of March 1, 1943; 

(d@) Pursuant to the Commission’s order of February 22, 1944, which order 
was published in the Federal Register on February 26, 1944 (9 F. R. 2242), a 
public hearing was held on April 12, 1944, with respect to the application here- 
in, insofar as such application seeks permanent authorization. No 
to the application has been received ; 

(e) Prior to, and at the time of the purchase of the properties described in 
paragraph (a) hereof (hereinafter sometimes referred to as “purchased 
properties” and “South Penn Properties”), applicant owned 


Virginia, 


protest 


approximately 


8,000 acres of leaseholds and gas rights in Freemans Creek District, Lewis 


County, West Virginia, upon which applicant had 44 wells drilled to the 
Gantz sand underlying the area and productive of natural gas. This area 
had been, and is being, used by applicant for the underground storage of 
natural gas and is designated as Fink Storage Pool; 

(f) The South Penn Properties, located adjacent to Fink Storage Pool, 
have drilled thereon 123 wells producing oil from the same Gantz sand from 
which applicant produces natural gas in its storage operations ; 

(g) For many years prior to purchase by applicant, South Penn in the 
operation of the oil wells upon the purchased properties obtained a consider- 
able volume of casinghead gas which was gathered through numerous field 
lines, ranging in size from one to ten inches, and brought to South Penn’s 
Ward Compressor Station (included among the purchased properties) where 
such casinghead gas was sold and delivered to applicant for transportation 
in interstate commerce and for sale in interstate commerce for 
ultimate public consumption ; 

(h) It was found during preliminary tests to determine the feasibility of 
utilizing applicant’s own properties as a storage area (Fink Storage Pool) 
that there was some migration of gas to the Gantz sand oil wells underlying 
the South Penn Properties which increased the volumes of oil and gas pro- 
duced from such properties. After a study had been made it was determined 
that the normal volume of casinghead gas produced from the South Penn Prop- 
erties, prior to the beginning of applicant’s storage operations, amounted to 1,- 
150 M.c.f. per day. Thereupon an agreement was entered into between appli- 
cant and South Penn whereby all casinghead gas produced by South Penn 
in excess of the normal volume of 1,150 M.c.f. per day would be returned to 
applicant free of charge as having migrated from Fink Storage Area, while 


resale for 
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South Penn would retain all increased oil production due to the storage 
operations ; 

(i) In May 1941, applicant actually began to store gas in Fink Storage Pool, 
when the rock pressure was down to an average of 39 pounds and as of De- 
cember 1, 1942, had stored a total of 7,941,823 M.c.f. of gas with a rock pres- 
sure of 275 pounds. During the winter of 1942-43, applicant withdrew from 
the storage pool approximately 2,000,000 M.c.f. of gas for the purpose of 
meeting peak-load demands ; 

(j) During the period from May 1941, to March 1943, the quantity of casing- 
head gas delivered from the South Penn Properties increased considerably, 
and the average daily volume of gas delivered to applicant by South Penn 
during the month of March 1943 was 2,412 M.c.f. per day, of which 1,262 
M.c.f. was considered as gas which had migrated from applicant’s Fink Stor- 
age Pool to the South Penn Properties ; 

(k) Applicant decided that in order to operate the Fink Storage Pool more 
efficiently as a storage project to its ultimate potential storage capacity it 
would be necessary to acquire the South Penn Properties, and thereby enable 
applicant to guard against the possibility of gas injected into Fink Storage 
Pool, channeling through the South Penn Properties. Accordingly, applicant 
purchased such properties from South Penn as of March 1, 1943; 

(1) Applicant represents that the maximum safe storage capacity of its 
Fink Storage Area, prior to the purchase of the South Penn Properties, was 
8,000,000 M.c.f. at rock pressures of 280 pounds, and daily deliverability there- 
from for peak-day demands was 35,000 M.c.f. per day. By the acquisition of 
the South Penn Properties as a protection to Fink Storage Area, applicant 
estimates the storage capacity of the area will be approximately 24,000,000 
M.c.f, at rock pressures of 500 pounds, and the daily deliverability therefrom 
for peak-day demands will be 60,000 M.c.f. per day ; 

(m) Applicant represents that the purchased properties are, at present, 
predominantly oil-producing properties, are operated as such, and that the 
production of oil therefrom will continue for a number of years. Applicant 
further represents, however, that the entire South Penn Properties may be 
used ultimately as a storage field and estimates that, if the properties are 
extended and repressured, it will have an additonal storage field of approxi- 
mately 8,000,000 M.c.f., bringing the total storage capacity of the combined 
properties, Fink Storage Area and the South Penn Properties, up to 32,000,000 
M.c.f. ; 

(n) Applicant expended $475,000 from its cash reserves to purchase the 
South Penn Properties. The original cost of such facilities is represented to 
be $1,447,118.10, and the depreciation accrued to date of purchase $979,371.20, 
thus leaving an amount of $7,253.10, representing inventory of warehouse 
materials at the date of purchase; 

(o) Applicant produces and purchases natural gas in the State of West 
Virginia and transports such gas by means of the pipeline system which it 
owns and operates in that State and sells such gas to other companies for 
resale for ultimate public consumption for domestic, commercial, industrial 
or other use in the States of Pennsylvania, New York and Ohio; 

(p) The facilities described in paragraph (a), subparagraph (4) hereof, 
are an integral part of applicant’s general transmission facilities in the State 
of West Virginia, and the continued operation of the facilities is required 
for maintenance of adequate service to customers presently served by appli- 
cant; 

(q) In view of the facts presented and the representations made by appli- - 
cant at the hearing in this proceeding to the effect that: (1) the facilities 
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described in paragraph (a), subparagraphs (1), (2), (3) and (5) hereof, 
were acquired primarily to enable applicant to increase the storage capacity 
of its Fink Storage Area, (2) such facilities presently are being operated pre- 
dominantly in connection with the production of oil upon the purchased prop- 
erties, and (3) applicant, in the future, may utilize the entire purchased prop- 
erties as an integral part of its pipeline system in the State of West Virginia 
for the transportation of natural gas in interstate commerce and the sale in 
interstate commerce of natural gas for resale for ultimate public consumption, 
action by the Commission with respect to the acquisition of such facilities 
should be reserved until such time as applicant has determined definitely its 
plan for the future operation and utilization thereof ; 

(r) No increase in applicant’s rates is contemplated by reason of the pro- 
posed acquisition ; 

The Commission, having considered the application herein, the record 
made in the public hearing with respect thereto, and the briefs filed by 
counsel, finds that: 

(1) Applicant, a West Virginia corporation having its principal place of 
business at Clarksburg, West Virginia, is engaged in the transportation and 
sale in interstate commerce of natural gas for resale for ultimate public con- 
sumption and is a natural-gas company within the meaning of the Natural 
Gas Act; 

(2) The facilities described in paragraph (a), subparagraph (4) hereof, 
are and will be used for the transportation and sale in interstate commerce of 
natural gas for resale for ultimate public consumption and are, therefore, 
subject to the jurisdiction of the Commission and the requirements of section 
7 of the Natural Gas Act, as amended ; 

(3) Applicant is able and willing properly, to do the acts and perform the 
service proposed and to conform to the provisions of the Act ‘and the require- 
ments, rules, and regulations of the Commission thereunder ; 

(4) The continued operation of the facilities, subject to the jurisdiction of 
the Commission, described in paragraph (a), subparagraph (4), thereof, is 
and will be required by the present and future public convenience and neces- 
sity and a certificate therefor should be granted as hereinafter ordered ; 

(5) Action with respect to the facilities referred to in paragraph (a), 
subparagraphs (1), (2), (3) and (5), hereof, should be reserved by the Com- 
mission until such time as applicant has determined definitely its plan for 
the future operation and utilization thereof ; 

The Commission orders that: 

(A) A certificate of public convenience and necessity be and it hereby is 
issued authorizing the acquisition and operation by Hope Natural Gas Com- 
pany of the facilities referred to in paragraph (@), subparagraph (4), hereof, 
as more fully described in the application in this proceeding and exhibits ap- 
pended thereto, for the transportation and sale of natural gas, subject to the 
jurisdiction of the Commission, upon the terms and conditions of this order; 

(B) This certificate shall not be transferable and is without prejudice to 
the authority of this Commission or any other regulatory body with respect to 
rates, contracts, service, accounts, valuation, estimate or determination of cost, 
or any other matters whatsoever now pending or which may come before this 
Commission or other regulatory body, and nothing herein shall be construed 
as an acquiescence by this Commission in any estimate or determination of 
cost or any valuation of property claimed or asserted ; 

(C) Nothing herein is to be construed as affecting in any manner the deter- 
mination of the service area of applicant or of any other natural-gas company 
under section 7(f) of the Natural Gas Act; 
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(D) This certificate shall be effective as long as applicant continues the 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act, as amended, and any pertinent rules, regulations or orders hereto- 
fore or hereafter issued by the Commission ; 

(E) Applicant, within 45 days from the date of this order, shall file with 
this Commission a full and complete report in writing and under oath con- 
cerning the operation of the properties described in paragraph (a) hereof for 
the year 1944. Thereafter, on or before the thirty-first day of March of each 
year, applicant shall submit a report similar to that hereinbefore described 
concerning the operation of the acquired properties during the preceding 
calendar year; 

(F) Action with respect to the facilities referred to in paragraph (a), 
subparagraphs (1), (2), (8) and-(5), hereof, is reserved by the Commission ; 

(G) Appropriate evidence of the issuance of this certificate shall be fur- 
nished to applicant. 


Order approving and directing disposition of amounts classified 
as plant acquisition adjustments and plant adjustments 


Public Service Electric & Gas Company 
(Docket No. IT-5866) 


October 5, 1945 

It appears that: 

(a) On March 18, 1940, Public Service Electric & Gas Company of New 
Jersey (Public Service) filed re@lassification and original cost studies of its 
plant accounts pursuant to electric plant accounts instruction 2—D of the Com- 
mission’s Uniform System of Accounts prescribed for Public Utilities and 
Licensees, and the Commission’s order of May 11, 1937, relating thereto. These 
studies reflected plant accounts of Public Service as of January 1, 1938, in- 
cluding certain lessor companies merged with Public Service in 1938; 

(b) Thereafter, on April 30, 1942, Public Service filed revised reclassifica- 
tion and original cost studies and the staff of this Commission, in cooperation 
with the staff of the Board of Public Utility Commissioners of New Jersey, 
made a field examination of the studies filed; subsequently on September 14, 
1944, Public Service filed a further revision to its reclassification and original 
cost studies; 

(c) Public Service, after an order by this Commission to show cause, filing 
of response thereto, hearing, oral argument and after a conference at its re- 
quest with the Commission, filed on September 28, 1945, subject to certain res- 
ervations, journal entries further revising the reclassification and original 
cost studies, classifying $14,578,064.07 in Account 100.5, electric plant acquisi- 
tion adjustments, and $4,783,109.45 in Account 108.15, common utility plant 
acquisition adjustments, representing excess of cost over original cost of 
acquired properties; $32,708,159.16 in Account 107, electric plant adjustments, 
and $5,857,353.97 in Account 108.17, common utility plant adjustments, repre- 
senting excess of recorded cost over cost of acquired properties, inter-company 
profits on construction, adjustments of recorded and unrecorded retirements 
and other erroneous charges to the plant accounts; together with a plan of 
disposition of these amounts, classified in the adjustment accounts ; 

(d) Public Service proposes to dispose of the $14,578,064.07 classified in 
Account 100.5 by a charge to Account 250, reserve for depreciation of electric 
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plant, and the $4,783,109.45 classified in Account 108.15 by a charge to Account 
270, capital surplus ; 

(e) Public Service proposes to dispose of the $32,708,159.16 classified in 
Aceount 107 and the $5,857,353.97 in Account 108.17 as follows: 


From Account 107: 
To Account 126, receivables from associated 
companies a 
Account 250, reserve for depreciation _.__._..._. 2,999,308.40 
Account 258, other reserves ceansiechipsoamiipein A Le 
Account 258, other reserves—special _.__._.__._. 1,800,000.00 
Account 270, capital surplus —_.------~~- _ 22,085,702.87 
Account 271, earned surplus —_~~- aa . 7,455,941.71 $32,708,159.16 
From Account 108.17 : 
To Account 253, reserve for depreciation and 
amortization of other property ~----- .. (475,551.31) 
To Account 270, capital surplus ~ _--~~~- - 5,947,531.04 
Account 271, earned surplus ~_--~- 385,374.24 5,857,353.97 


(f) The Board of Public Utility Commissioners of New Jersey has indicated 
its approval of the disposition hereinafter approved and directed and is taking 
appropriate action consistent herewith ; 

The Commission finds that: 

The disposition of the amounts in the manner described in paragraphs (d) 
and (e) above are reasonable and appropriate for the purposes of the Federal 
Power Act; 

The Commission orders that: 

(A) Disposition by Public Service Electric & Gas Company of the $14,578,- 
064.07 classified in Account 100.5, electric plant acquisition adjustments, the 
$4,783,109.45 classified in Account 108.15, common utility plant acquisition 
adjustments, the $32,708,159.16 classified in Account 107, electric plant adjust- 
ments and the $5,857,353.97 classified in Account 108.17, common utility plant 
adjustments, in the manner described in paragraphs (d) and (e) above, be 
and the same hereby is approved and directed ; 

(B) Public Service Electric & Gas Company submit, within 60 days from 
the date of this order, certified copies of the entries giving effect to the dis- 
position hereby approved and directed ; 

(C) The provisions of this order are not to be construed as dispensing with 
the necessity for full compliance with the Public Utility Holding Company 
Act of 1935 and the rules, regulations and orders issued by the Securities and 
Exchange Commission. 


Order dismissing application for certificate of 
public convenience and necessity 


Northern Natural Gas Company 
(Docket Nos. G-—497, G-428) 
October 5, 1945 


Upon consideration of the application filed in docket No. G-497 by Northern 
Natural Gas Company (applicant) on September 4, 1943, as supplemented, for 
a certificate of public convenience and necessity pursuant to section 7T(c) of 
the Natural Gas Act, as amended, to authorize the sale of natural gas by ap- 
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plicant through existing facilities to Northern States Power Company (North- 
ern States) and Peoples Natural Gas Company for resale as straight natural 
gas or as an enriching agent for manufactured gas for ultimate public con- 
sumption in St. Paul, South St. Paul, West St. Paul, and Rosetown, Minne- 
sota; and the application in docket No. G—428 hereinafter referred to; 

It appears to the Commission that: 

(a) A public hearing was held on these matters at St. Paul, Minnesota, on 
July 26 through July 28, 1944. Appropriate notice of such consolidated hearing 
was given, including notice to the regulatory commissions of the States in 
which applicant operates. No State commission filed a protest or appeared 
at the hearing. The City of St. Paul, Koppers Company, and several rail- 
roads and representatives of coal and labor interests’ were permitted to in- 
tervene, and participated at the hearing; 

(b) Upon the completion of applicant’s direct case, Koppers Company 
moved to suspend the taking of testimony to afford it an opportunity to pre- 
pare and file with the Commission a formal motion to dismiss the applica- 
tion in docket No. G-497. The hearing was thereupon continued by the Trial 
Examiner subject to be reconvened by further order of the Commission. On 
August 12, 1944, Koppers Company filed its motion to dismiss and memorandum 
in support thereof, contending that (1) at this time, and until necessary 
materials are available, there can be no “customers who can reasonably be 
expected to use the proposed natural gas service’; and (2) the existing fa- 
cilities “are not adequate to render full and complete service in the territory 
proposed to be served.” Several other interveners filed briefs in support of 
such motion. The applicant and the City of St. Paul opposed such motion ; 

(c) Applicant, a Delaware corporation having its principal place of busi- 
ness in Omaha, Nebraska, is engaged, among other operations, in the trans- 
portation of natural gas produced in the Texas Panhandle gas field and in 
the Hugoton and Otis fields in Kansas, and in the sale of such gas for resale 
for ultimate public consumption in the States of Kansas, Nebraska, Iowa, 
Minnesota, and South Dakota by means of its interconnected pipeline system 
located in such States; 

(d@) Pursuant to the terms of its franchises, Northern States distributes in 
the St. Paul area 550 Btu manufactured gas. In producing such manufac- 
tured gas, Northern States uses large quantities of coke’ oven gas which it 
purchases from Koppers Company for mixing purposes. During the war, 
Koppers’ supply of coke oven gas was reduced by reason of a change in its 
operating methods, made at the request of the War Production Board, to re- 
cover certain oils required for war purposes. Accordingly, a temporary certifi- 
eate of public convenience and necessity (for the duration of the war 
emergency but not beyond ninety days after the cessation of hostilities) was 


1 Chicago, Burlington & Quincy Railroad Co., and eight other Class I Steam Railroads 
serving St. Paul, Minn.; Lllinois-Indiana Coal & Coke Committee; Brotherhood of Rail- 
road Trainmen; Ice and Coal Drivers Union, Local 756, AFL; National Coal Associa- 
tion; United Mine Workers of America; United Gas, Coke and Chemical Workers, Local 
16, CIO; St. Paul Industrial Union Council, CIO; Order of Railway Conductors; Brother- 
hood of Locomotive Engineers; Brotherhood of Locomotive Firemen and Enginemen ; 
Switchmen’s Union of North America; Great Northern Lodge No. 593 and Northern 
Pacific Lodge No. 1404 of Brotherhood of Railroad and Steamship Clerks, Freight 
Handlers, Express and Station Employees ; General Drivers Helpers, and Truck Terminal 
Employees Union 120, AFL; Northern Illinois Coal Trade Association; John A. Maher, 
et al.; Twin City Coal Exchange; Coal Trade Association of Indiana; Central Illinois 
Coal Operators Committee Illinois Coal Traffic Bureau; Mississippi River System Car- 
riers Association; Baltimore & Ohio Railroad Company (and 26 other railroads) ; Rail- 
road Brotherhood Legislative Board of Minnesota. 
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issued by the Commission’s order of March 9, 19438, in docket No. G-—428, 3 
F.P.C. 939, authorizing applicant to sell to Northern States for resale for 
ultimate public consumption in St. Patil, South St. Paul, West St. Paul, and 
Rosetown, Minnesota, such volumes of natural gas? as were required by 
Northern States in excess of the velumes which Koppers Company was able 
and was required to supply under its contract with Northern States Power 
Company. Applicant also sells natural gas to Peoples Natural Gas Company 
(Peoples), applicant’s subsidiary, for resale in St. Paul to two industrial cus- 
tomers, Ford Motor Company and Waldorf Paper Products Company. The 
gas for such two customers is delivered in St. Paul through the facilities of 
Northern States. Service has been rendered by applicant and its subsidiaries 
to the Ford Motor Company and the Waldorf Paper Products Company since 
January 2, 1986 and August 11, 1938, respectively. Applicant seeks authority 
in docket No. G-497 to sell natural gas to Northern States for resale and 
distribution to the public generally in the St. Paul area as 800 Btu gas or 
straight natural gas, and requests that the outstanding limited authorization 
in docket No. G-428 be merged with the certificate requested in docket No. 
G-—497. Such a change in the character of gas sold by Northern States would 
substantially reduce or eliminate Northern States’ purchases of coke oven 
gas from Koppers Company ; 

(e) On January 7, 1942, the Council of the city of St. Paul amended the 
ordinance authorizing Northern States to use the city streets and other public 
property in distributing natural gas, to provide that: 


During the life of this permit [9 years from and after January 1, 1942] the 
Council, subject only to the availability of materials and natural gas, shall 
have power to change the heating value of gas supplied from the general dis- 
tribution system from 550 B.T.U. to 800 B.T.U. per cubie foot of mized gas, 
provided the rates for such mixed gas thereafter supplied shall compensate 
for the increase in heating value and cost thereof, so that at all times such 
rates will be just and reasonable. (Italics supplied. ) 


The evidence shows that Northern States does not propose to take any volun- 
tary action under such ordinance to increase the Btu content of gas served by 
it in the St. Paul area but takes the position that “it is up to the city to deter- 
mine whether they want 800 b.t.u. gas service or what type of gas service they 
want” ; 

(f) The record further shows that neither applicant nor Northern States 
intends that the proposed service should commence until some time after the 
war when the materials required by Northern States to adapt its own facilities 
and those of its customers to the use of natural gas are available. Because 
of the indefinite and uncertain status of the proposed service, Northern States 
and applicant represented at the hearing that they were unable to present 
pertinent data and information required by the Commission’s rules and regu- 
lations including, among others, the following: the type of service to be 
rendered by Northern States; the volumes of gas and additional facilities 
required by Northern States; the ability of Northern States to render the 
proposed service; the date of commencement of service; ability of Northern 
Natural to supply such volumes of gas as may be required; estimates of ap- 
plicant’s expenses and revenues; the rates to be charged to the ultimate 
consumers; and the effect of rendering the proposed service upon applicant’s 
existing customers ; 

(g) As appears from the excerpt from Northern States’ franchise quoted 
in paragraph (f), above, until further legislation becomes effective authoriz- 


2 Such volume is approximately 120,000 M.c.f. of natural gas per year. 
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ing or requiring higher Btu gas to be distributed in St. Paul and prescribing 
rates therefor, Northern States will not be legally qualified to distribute such 
* Therefore, applicant has at this time no market in St. Paul for its 
proposed sale of natural gas; 

The Commission, having considered the application, as supplemented, and 


the record thereon with respect,to the matters involved and the issues pre- 
sented, finds that: 


gas. 


(1) Applicant is engaged in the transportation and sale of nattral gas in 
interstate commerce for resale for ultimate public consumption and is, there- 
fore, a “natural-gas company” within the meaning of the Natural Gas Act as 
heretofore found by the Commission in its order entered on April 6, 1943, in 
In the Matter of Northern Natural Gas Company, docket No. G—280, 3 F.P.C. 
967 ; 

2) The proposed sale of natural gas by applicant to Northern States would 
require the transportation of natural gas in interstate commerce and would 
constitute the sale in interstate commerce of natural gas for resale for 
ultimate public consumption for domestic, commercial, industrial, and other 
uses, subject to the Commission’s jurisdiction and the requirements of subsec- 
tions (c) and (e) of section 7 of the Natural Gas Act, as amended; 

(3) The record does not contain a sufficient showing that the proposed 
transportation and sale of natural gas are or will be required by the present 
or future public convenience and necessity ; 

(4) It is appropriate in the public interest that Koppers Company’s afore- 
said motion to dismiss should be granted and that the application in this pro- 
ceeding, as supplemented, be dismissed without prejudice, as hereinafter 
ordered ; ; 

The Commission orders that: 

(A) The Koppers Company’s motion to dismiss the application in docket 
No. G—497 is granted, and such application, as supplemented, be and it is 
hereby dismissed without prejudice ; 

(B) Nothing contained herein shall be construed as in any manner affect- 
ing the Commission’s order of March 9, 1943, issuing a temporary certificate 
of public convenience and necessity in docket No. G—428, 3 F.P.C. 939; 

(C) This order is without prejudice to applicant’s right to continue to sell 
gas to Peoples for resale to Ford Motor Company and Waldorf Paper Products 
Company, in which sale applicant has been bona fide engaged on and since 
February 7, 1942. See order entered April 6, 1943, in docket No. G-280 (3 
F.P.C, 967) issuing to applicant a certificate of public convenience and neces- 
sity under the “grandfather” proviso of section 7(c) of the Natural Gas Act. 


*’ Additionally, it is noted that by letter of March 14, 1945, applicant submitted a 
copy of an ordinance adopted by the Council of the city of St. Paul on February 28, 
1945, providing that, upon the grant by the Federal Power Commission of a certificate 
to applicant authorizing the sale of straight natural gas to Northern States, the latter 
shall proceed as expeditiously as possible to put its distribution system in condition to 
receive and distribute straight natural gas for residential, commercial, and industrial 
use. Such ordinance also prescribed the rates to be charged for such gas. Applicant's 
letter advised that as soon as this new ordinance became fully effective, it proposed to 
file an application requesting that the hearing in this matter be reconvened for the pur- 
pose of presenting additional evidence. The letter requested that the Commission not 
act on the motion to dismiss until applicant had an opportunity to file its aforesaid 
application. No such application has yet been filed. Thereafter, by letter of May 25, 
1945, applicant advised that a referendum on the aforesaid ordinance will be necessary 
and that, in all likelihood, the ordinance will not be submitted to a vote until the regu- 


lar city election to be held in the spring of 1946, Meanwhile, the ordinance adopted 
February 28, 1945, is not in effect. 
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Order issuing certificate of public convenience and necessity 
The Manufacturers Light and Heat Company 
(Docket No. G-—561) 


October 5, 1945 





It appears to the Commission that: 
(a) On June 6, 1945, The Manufacturers Light and Heat Company (appli- 
cant) filed an application for a certificate of public convenience and necessity 
pursuant to section 7 of the Natural Gas Act, as amended, to authorize (1) the 
operation of an existing connection between applicant’s pipeline and the pipe- 
line of Bessemer Natural Gas Company (Bessemer Company) where such 
pipelines cross at a point located on the Irene Metz farm in North Beaver 
Township, Lawrence County, Pennsylvania, and (2) the sale of an average 
of 1,000 M.c.f. of natural gas per month by applicant to Bessemer Company ; 

(b) Pursuant to the Commission’s order dated June 9, 1945, and after 
appropriate notice thereof, including notice to regulatory commissions in each 
of the States in which applicant operates, a public hearing was held in Pitts- 
burgh, Pennsylvania, on June 14. 1945. No protest to the application has been 
received ; 

(c) The natural gas proposed to be sold to Bessemer Company includes 
natural gas purchased by applicant from United Fuel Gas Company in West 
Virginia, which gas is produced in West Virginia and other States. Such 
gas is then transported by applicant into Pennsylvania where it is sold to 
Bessemer Company for resale for ultimate public consumption ; 

(d) Bessemer Company supplies natural gas to approximately 326 custo- 
mers situated principally in the Borough of Bessemer, Lawrence County, 
Pennsylvania ; 

(e) Prior to the receipt of natural gas from applicant, Bessemer Company 
obtained its supply of gas from its own production and by purchase from other 
local producers in the vicinity of Bessemer, Pennsylvania. Since 1940 Bes- 
semer Company drilled 15 wells, only two of which produced natural gas. 
Recent drilling operations by others in the same local area have been unsuc- 
cessful. At the present time Bessemer Company has only two producing wells, 
whose production has declined from 1080 M.c.f. in January 1944, to approxi- 
mately 75 M.c.f. per month in June 1945; 

(fy Due to the depletion of such local wells, Bessemer Company’s gas supply 
failed in the summer of 1944 to such extent that many of its customers did 
not receive gas, and it was not until gas was received from applicant on a 
temporary basis that it was able to render adequate service to its consumers. 
The testimony in this proceeding shows that applicant is the only available 
source of gas supply for Bessemer Company and that the latter would be 
forced to discontinue service to most of its consumers unless its received gas 
from applicant ; 

(g) In order to enable Bessemer Company to maintain adequate service 
to its customers, the Commission on August 4, 1944, granted applicant tempo- 
rary authorization to deliver to Bessemer Company 60 M.c.f. of natural gas 
per day for a period not to exceed three months. On November 4, 1944, ap- 
plicant was authorized to continue the delivery of 60 M.c.f. of natural gas 
per day to Bessemer Company for a further period of six months. By letter 
of April 28, 1945, applicant was granted permission to continue such delivery 
to Bessemer Company from May 4, 1945 to November 4, 1945; 
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(h) The only construction required to enable applicant to supply natural 
gas to Bessemer Company consists of the tapping of applicant’s pipeline and 
the installation of a meter at a total cost to applicant of $302.33 ; 

(i) Applicant’s gas supply is adequate to meet such increased deliveries as 
may result from its proposed service to Bessemer Company ; 

(j) No increase in the rates charged by Bessemer Company to its con- 
sumers is contemplated as a result of the proposed operation of the connection 
between the pipelines of applicant and Bessemer Company ; 

(k) The continued operation of the pipeline connection referred to in 
paragraph (a), above, is required to assure the maintenance of continuous 
operation. of Bessemer Company’s distribution system and the rendering 
of adequate gas service to its existing customers ; 

The Commission having considered the application and the record thereon 
with respect to the matters involved and the issues presented, finds that: 

(1) Applicant, a Pennsylvania corporation having its principal place of 
business in Pittsburgh, Pennsylvania, is engaged in the ‘transportation and 
sale in interstate commerce of natural gas for resale for ultimate public con- 
sumption and is a “natural-gas company” within the meaning of the Natural 
Gas Act, as heretofore found by the Commission’s order dated December 29, 
1944, in In the Matter of The Manufacturers Light and Heat Company, 
docket Nos. G—593, et al., supra, p. 821; 

(2) The Bessemer Natural Gas Company, a Pennsylvania corporation hav- 
ing its principal place of business in Bessemer, Pennsylvania, operates a 
transmission and distribution pipeline system in Lawrence County, Penn- 
sylvania, servicing domestic, commercial and public consumers-in the Borough 
of Bessemer. Gas service is also rendered to several domestic consumers off 
the transmission pipeline in the township of North Beaver, Lawrence County, 
Pennsylvania; 

(3) The pipeline connection and facilities between the pipelines of appli- 
cant and Bessemer Company, referred to in paragraph (a) above, are and will 
be used for the transportation and sale of natural gas, subject to the juris- 
diction of the Commission, and the construction and operation thereof, as 
described in the application, are subject to the requirements of subsection (c) 
and (e) of section 7 of the Natural Gas Act, as amended ; 

(4) The proposed sale of natural gas by applicant to Bessemer Company 
for resale for ultimate public consumption in Lawrence County, Pennsyl- 
vania, is subject to the jurisdiction of the Commission and such service and 
sale are subject to the requirements of subsection (c) and (e) of section 7 
of the Natural Gas Act, as amended; 

(5) Applicant is able and willing properly to do the acts and perform the 
service proposed and to conform to the provisions of the Natural Gas Act, 
as amended, and the requirements, rules and regulations of the Commission 
thereunder ; 

(6) The proposed operation of the facilities and the proposed sale of natu- 
ral gas by applicant, referred to in paragraph (a) above, are required by the 
present and future public convenience and necessity and a certificate therefor 
should be granted as hereinafter ordered ; 

The Commission orders that: 

(A) A certificate of public convenience and necessity be and it is hereby 
issued authorizing applicant (1) to operate the facilities referred to in para- 
graph (a) above, and more fully described in the application and record 
in this proceeding, for the transportation and sale of natural gas, subject 
to the jurisdiction of the Commission, and (2) to transport, deliver and sell 
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natural gas to Bessemer Company, upon the terms and conditions of this 
order ; . 

(B) This certificate shall not be transferable and is without prejudice to 
the authority of this Commission or any other regulatory body with respect 
to rates, contracts, service, accounts, valuation, estimate or determination of 
cost, or any other matters whatsoever now pending or which may come be- 
fore this Commission or other regulatory body, and nothing herein shall be 
construed as an acquiescence by this Commission in any estimate or determina- 
‘tion of cost or any valuation of property claimed or asserted by applicant; 

(C) Nothing herein is to be construed as affecting in any manner the 
determination of applicant’s service area under section 7(f) of the Natural 
Gas Act; 

(D) This certificate shall be effective as long as applicant continues the 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act, as amended, and any pertinent rules, regulations, or orders hereto- 
fore or hereafter issued by the Commission ; 

(E) Appropriate evidence of the issuance of the certificate issued hereby 
shall be furnished to applicant. 


Order issuing certificate of public convenience and necessity 


Northern Natural Gas Company 
(Docket No. G—535) 
October 5, 1945 


It appears to the Commission that: 

(a) On March 29, 1944, Northern Natural Gas Company (applicant) filed 
an application, supplemented on June 2, 1944, for a certificate of public con- 
venience and necessity under section 7 of the Natural Gas Act, as amended, 
to authorize the construction and operation of a 5200 horsepower natural gas 
compressing station in Beaver County, Oklahoma, on applicant’s 24-inch main 
transmission pipe line and one additional 1000 horsepower compressor unit in 
applicant's Skellytown compressing station in Carson County, Texas; 

(6) Pursuant to the Commission’s orders dated May 11 and May 27, 1944, 
appropriate notice of which was given, including notice to the regulatory com- 
missions of the states in which applicant operates, the above-entitled proceed- 
ing was consolidated for purposes of hearing with three other applications 
filed by applicant in docket Nos. G—501, G—533, and G-—539, and a public hear- 
ing was held in such matters on June 5 through June 8, 1944, in Chicago, Il- 
linois. No state Commission filed a protest to the applications or appeared at 
the hearing; 

(c) Several railroads and representatives of coal and labor interests were 
permitted to intervene and participated in the hearing. Certain of the inter- 
veners' filed briefs in this matter opposing the granting of the application. 
Orally at the hearing, and in writing of June 21, 1944, applicant moved to dis- 
miss the petitions of the interveners in these proceedings, which petitions 
had theretofore been granted by the Commission ; 

(d@) At the hearing, counsel for applicant asked leave to amend its original 
application in this proceeding so as to cover the proposed conversion of four 

1Iowa Railways Association, National Coal Association, United Mine Workers of 
America and Order of Railway Conductors, et al. 
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on 


250 horsepower compressor units at applicant’s existing Mullinville, Kansas, 
compressing station from two-stage to single-stage operation in order to in- 
erease the capacity of that station. Evidence concerning such proposed con- 
version of facilities was received at the hearing in this matter. On June 21, 
1944, applicant filed an amendment to conform its application to the proof 
presented at the hearing with respect to such conversion of facilities; 

(e) The applicant’s president testified that, prior to the hearing, orders had 
been placed for the purchase of the necessary materials, the construction con- 
tract had been awarded, and construction had actually commenced. Appli- 
eant’s 1944 annual report to the Commission shows that the facilities were 
completed during that year. Such facilities are integral parts of applicant’s 
natural gas transmission pipeline system ; 

(f) Applicant, a Delaware corporation having its principal place of busi- 
ness in Omaha, Nebraska, is engaged, among other operations, in the trans- 
portation of natural gas which is produced in the States of Texas, Oklahoma, 
and Kansas, and in the sale of such gas for resale for ultimate public con- 
sumption in the States of Kansas, Nebraska, Iowa, Minnesota, and South 
Dakota by means of its interconnected pipeline system ; 

(g) Applicant obtains its gas supply principally from the Panhandle, Hugo- 
ton, and Otis fields in Texas, Oklahoma and Kansas, Because of heavy with- 
drawals of gas’ from the Otis field, the average wellhead pressure in such field 
has dropped from 990 pounds to approximately 330 pounds per square 
inch during the period from January 1, 1935, to May 1, 1944. As a result of 
the reduction of the gas supply available to applicant in ‘that field, it became 
necessary for applicant to obtain additional volumes of gas from the Pan- 
handle and Hugoton fields for the continuance of adequate service to its exist- 
ing customers. The facilities here involved enable applicant to offset its de- 
clining gas supply in the_Otis field by increasing its capacity to take an addi- 
tional 42 million cubic feet daily from the Panhandle and Hugoton fields. No 
over-all increase in applicant’s system delivery capacity is provided by such 
facilities. The cost of these facilities was estimated as follows: 

Additional 1,000 hp. unit at Skellytown, Texas, compressor station. $142,597 


mee 
New 5,200 hp. Beaver, Oklahoma, compressor station _.._.._...._._.._.._ 848,951 
Conversion of four 250 hp. units at Mullinville, Kansas, compressor 
Wemeent. is i Li i ai he pbicich 10,000 


co ge RL a L sro vl Gps 


The Commission, having considered the application as supplemented, and the 
record thereon jinds that: 

(1) Applicant is engaged in the transportation and sale of natural gas in 
interstate commerce for resale for ultimate public consumption and is, there- 
fore, a “natural-gas company” within the meaning of the Natural Gas Act, as 
heretofore found by the Commission in its order, entered on April 6, 19438, 
In the Matter of Northern Natural Gas Company, docket No. G—280, 3 F.P.C. 
967 ; 

(2) The facilities described in paragraphs (a) and (d) above will be used 
in the transportation of natural gas, subject to the jurisdiction of the Com- 
mission, and are subject to the requirements of subsections (c) and (e) of 
section 7 of the Natural Gas Act, as amended ; 

(83) Applicant is able and willing properly to do the acts and perform the 
service proposed and to conform to the provisions of the Natural Gas Act, 
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as amended, and the requirements, rules and regulations of the Commission 
thereunder ; = 

(4) The construction and operation by applicant of the facilities described 
in paragraphs (a) and (d), above, are and will be required by the present and 
future public conveniences and necessity, and a certificate therefor should be 
issued as hereinafter ordered and conditioned ; 

(5) It is appropriate in the public interest that applicant’s motion to 
dismiss the petition to intervene in this proceeding, referred to in paragraph 
(c) above, should be denied ; 

The Commission orders that: 

(A) A certificate of public convenience and necessity be and it is hereby 
issued authorizing the construction and operation by the applicant of the fa- 
cilities referred to in paragraphs (@) and (d), above, and more fully de- 
scribed in the application, as supplemented in this proceeding, for the trans- 
portation and sale of natural gas therein set forth, subject to the jurisdiction 
of the Commission, upon the terms and conditions of this order ; 

(B) Applicant’s motion to dismiss the petitions to intervene in this proceed- 
ing be and it is hereby denied ; 

(C) Applicant shall report to the Commission in writing, under oath, the 
dates of completion and commencement of operations of the facilities re- 
ferred to in paragraphs (a) and (d) above; 

(D) This certificate shall not be transferable and is without prejudice to 
the authority of this Commission or any other regulatory body with respect 
to rates, contracts, service, accounts, valuation, estimate or determination of 
cost, or any other matter whatsoever now pending or which may come before 
this Commission or other regulatory body, and nothing herein shall be con- 
strued as an acquiescence by this Commission in any estimate or determina- 
tion of cost or any valuation of property claimed or asserted ; 

(E) Nothing herein is to be construed as affecting in any manner the de- 
termination of the service area of applicant under section 7(f) of the Natural 
Gas Act, as amended ; 

(F) This certificate shall be effective as long as applicant continues the 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act, as amended, and any pertinent rules, regulations, or orders hereto- 
fore or hereafter issued by the Commission ; 

(G) Appropriate evidence of the issuance of this certificate shall be fur- 
nished to applicant. 


Order issuing certificate of public convenience and necessity 
Alum Rock Gas Company 
(Docket No. G-334) 
October 5, 1945 


Alum Rock Gas Company, a Pennsylvania corporation having its principal 
place of business in the Borough of Port Allegany, McKean County, Penn- 
sylvania hereinafter referred to as “applicant,” filed its application on May 7, 
1942, and amendments thereto on March 9, 1944, and August 25, 1945, for a 
certificate of public convenience and necessity pursuant to section 7(c) of the 
Natural Gas Act, as amended, to authorize the continuation of the operations, 
subject to the Commission’s jurisdiction, in which it has been bona fide en- 
gaged on February 7, 1942, and subsequent thereto ; 
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It appears to the Commission that: 

(a) Applicant owns and operates, among other facilities, natural-gas trans- 
mission pipelines in Clarion and Venango Counties, Pennsylvania. Among other 
operations, applicant transports through such lines natural gas produced and 
purchased by it in said counties to other points within said counties where 
it delivers and sells the same to United Natural Gas Company for transporta- 
tion to, and resale for, ultimate public consumption in New York and Ohio 
for domestic, commercial, industrial and other use. In the above-described 
operations, the flow of natural gas from the points of production in Pennsyl- 
vania to the points of distribution in New York and Ohio is continuous and 
uninterrupted, and such operations constitute an established course of busi- 
ness ; 

(b) Appropriate notice of the application has been duly given and pub- 
lished in Volume 7, Federal Register, pages 4003-4011, and no protest has 
been filed thereto; 

The Commission finds that: 

(1) Applicant is engaged in the transportation of natural gas in interstate 
commerce and in the sale in interstate commerce of natural gas for resale 
for ultimate public consumption for domestic, commercial, industrial and 
other use, and is a “natural-gas company” within the meaning of the Natural 
Gas Act; 

(2) On February 7, 1942, applicant was bona jide engaged in transportation 
and sale of natural gas for resale, subject to the jurisdiction of this Commis- 
sion, over routes and in the manner described in its application, as amended, 
and exhibits attached thereto, and has so operated since that time; 

(3) The application was duly made to the Commission within ninety days 
after February 7, 1942 (the effective date of section 7(c) amended), and 
complies with the Commission’s regulations as to form and content; 

The Commission, therefore, orders that: 

(A) A certificate of public convenience and necessity be and the same hereby 
is issued to Alum Rock Gas Company authorizing its continued operation 
of its facilities, which were in bona fide operation on February 7, 1942, and 
have been so operated since then, as described in its application, as amended, 
for the transportation and sale of natural gas, subject to the jurisdiction of 
this Commission ; 

(B) This certificate shall not be transferable, and its issuance is without 
prejudice to the authority of this Commission, or any other regulatory body, 
with respect to rates, contracts, service, accounts, valuation, estimate or de- 
termination of cost, or any other matter whatsoever now pending or which 
may come before this Commission, or other regulatory body, and nothing herein 
shall be construed as an acquiescence by this Commission in any estimate or 
determination of cost, or any valuation of property claimed or asserted ; 

(C) Nothing herein is to be construed as affecting in any manner the de- 
termination of applicant’s service area under section 7(f) of the Natural Gas 
Act ; 

(D) This certificate shall be effective as long as applicant continues the 
operations hereby authorized in accordance with the provisions of the Natu- 
ral Gas Act, as amended, and any pertinent rules, regulations or orders here- 
tofore or hereafter issued by the Commission ; 

(E) Appropriate evidence of the issuance of this certificate shall be fur- 
nished to applicant. 
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Order issuing certificate of public convenience and necessity 
Dempseytowii Gas Company 
(Docket No. G-336) 
October 5, 1945 


Dempseytown Gas Company, a West Virginia corporation having its prin- 
cipal place of business in the Borough of Port Allegany, McKean County, 
Pennsylvania, hereinafter referred to as “applicant,” filed its application on 
May 7, 1942, and an amendment thereto on February 14, 1944, for a certificate 
of public convenience and necessity pursuant to section 7(c) of the Natural 
Gas Act, as amended, to authorize the continuation of the operations, subject 
to the Commission’s jurisdiction, in which it has been bona fide engaged on 
February 7, 1942, and subsequent thereto ; 

It appears to the Commission that: 

(a) Applicant owns and operates, among other facilities, natural-gas trans- 
mission pipelines in Venango, Forest and Clarion Counties, Pennsylvania. 
Among other operations, applicant transports through such lines natural gas 
produced and purchased by it in said counties to points in Clarion County 
where it delivers and sells the same to Alum Rock Gas Company, its affiliate, 
for transportation by Alum Rock Gas Company and United Natural Gas Com- 
pany to, and resale for, ultimate public consumption in New York and Ohio 
for domestic, commercial, industrial and other use. In the above-described 
operations, the flow of natural gas from the points of production in Pennsyl- 
vania to the points of distribution in New York and Ohio is continuous and 
uninterrupted, and such operations constitute an established course of busi- 
ness ; 

(b) Appropriate notice of the application has been duly given and published 
in Volume 7, Federal Register, pages 4003-4011, and no protest has been filed 
thereto ; 

The Commission finds that: 

(1) Applicant is engaged in the transportation of natural gas in interstate 
commerce and in the sale in interstate commerce of natural gas for resale for 
ultimate public consumption for domestic, commercial, industrial and other 
use, and is a “natural-gas company” within the meaning of the Natural 
Gas Act; 

(2) On February 7, 1942, applicant was bona fide engaged in transportation 
and sale of natural gas for resale, subject to the jurisdiction of this Commis- 
sion, over routes and in the manner described in its application, as amended, 
and exhibits attached thereto, and has so operated since that time; 

(3) The application was duly made to the Commission within ninety days 
after February 7, 1942 (the effective date of section 7(c) amended), and com- 
plies with the Commission’s regulations as to form and content ; 

The Commission, therefore, orders that : 

(A) A certificate of public convenience and necessity be and the same 
hereby is issued to Dempseytown Gas Company authorizing its continued 
operation of its facilities, which were in bona fide operation on February 7, 
1942, and have been so operated since then, as described in its application, as 
amended, for the transportation and sale of natural gas, subject to the 
jurisdiction of this Commission ; 

(B) This certificate shall not be transferable, and its issuance is without 
prejudice to the authority of this Commission, or any other regulatory body, 
with respect to rates, contracts, service, accounts, valuation, estimate or de- 
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termination of cost, or any other matter whatsoever now pending or which 
may come before this Commission, or other regulatory body, and nothing 
herein shall be construed as an acquiescence by this Commission in any esti- 
mate or determination of cost, or any valuation of property claimed or 
asserted ; 

(C) Nothing .herein is to be construed as affecting in any manner the de- 
termination of applicant’s service area under section 7(f) of the Natural Gas 
Act; 

(D) This certificate shall be effective as long as applicant continues the 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act, as amended, and any pertinent rules, regulations or orders heretofore 
or hereafter issued by the Commission ; 

(E) Appropriate evidence of the issuance of this certificate shall be fur- 
nished to applicant. 


Order granting exemption from the provisions of balance sheet accounts 
instruction 5-E as to amortization of certain amounts 
relating to preferred stock refunded 


Northern Indiana Public Service Company 
(Docket No. IT-5964) 
October 17, 1945 


Upon consideration of the application of Northern Indiana Public Service 
Company (hereinafter referred to as “applicant”) filed August 1, 1945, re- 
questing a finding, (a) that disposition of redemption premiums and expense 
relating to retired preferred stock be exempt from the accounting requirements 
of the Commission by virtue of section 318 of the Federal Power Act, or (b) 
in the alternative, that the applicant be permitted to continue its present 
amortization of redemption premium and expense relating to said retired 
preferred stock; and 

It appearing to the Commission that: 

(a) Applicant, during 1944, refinanced its 7%, 6%, and 514% preferred 
stock, consisting of 220,078 shares, under a plan whereby (1) preferred stock- 
holders were given the privilege of exchanging their shares, at the respec- 
tive redemption values thereof, for new 5% preferred stock at a price of $102 
per share, (2) shares not so exchanged were redeemed for cash, and (3) 
underwriters purchased shares of new 5% preferred stock equal to the num- 
ber of shares of said 7%, 6%, and 544% preferred stock not exchanged ; 

(b) Holders of 7%, 6%, and 544% preferred stock exchanged 185,386 shares 
for new 5% preferred stock, for which the aggregate specified redemption 
premiums were $1,772,405, and the issue premium on the new 5% preferred 
stock was $370,772, resulting in a net payment to said 7%, 6%, and 54% 
preferred stockholders of $1,401,633. For effecting these exchanges, it ap- 
pears the underwriters received commissions and expenses of $284,593; 

(c) Redemption of 34,692 shares of 7%, 6%, and 514% preferred stock, not 
exchanged, resulted in aggregate redemption premiums of $337,827 and re- 
demption expenses of $30,623 ; 

(d) Sale to underwriters of 34,692 shares of new 5% preferred stock, equal 
to the number of unexchanged shares of 7%, 6% and 514% preferred stock, 
resulted in proceeds to the company of $3,531,298, or $101.79 per share, for 
which the aggregate issue premium was $62,098 ; 





APPENDIX—ORDERS 1071 


(e) The amounts which the applicant seeks to amortize are as follows: 
Redemption premiums: 


On stock redeemed by exchange J $1,772,405.00 

On stock redeemed for cash 337,827.50 $2,110,232.50 
Commissions, fees, and expenses of dealer manager 

relating to soliciting of stock exchanges ________ 284,593.25 
Expenses relating to 7%, 6%, and 5%% preferred ; 

30,623.64 

Expenses relating to issue, disposai, and sale of 5% 

preferred stock . 195,286.93 


~ 2,620,736.32 


(f) Applicant seeks permission, in event of the inapplicability of section 
318 of the Federal Power Act, to continue its present amortization, from Sep- 
tember 18, 1944, of the above amount of $2,620,736, by annual charges to sur- 
plus of $277,078, equal to the saving in dividend requirements from issuance 
of the new 5% preferred stock ; 

(g) Capital stock discount and expense of $1,660,766 applicable to the 7%, 
6%, and 544% preferred stocks retired, was charged to earned surplus by 
the applicant in 1944; 

(h) Earned surplus of the applicant as of June 30, 1945, was $2,361,194; 

(i) Balance sheet accounts instruction 5-E of the Uniform System of Ac- 
counts Prescribed for Public Utilities and Licensees provides that amounts, 
such as those shown in paragraph (e), be charged to Account 414, miscel- 
laneous debits to surplus, as the time of retirement of capital stock to which 
the charges are related, if the debits so arising exceed such balance in capital 
surplus as represents accumulated credits from retirement of capital stock; 

The Commission, having considered the application and other pertinent data 
and information submitted by the applicant, finds that: 

(1) Applicant, a corporation organized and existing under the laws of the 
State of Indiana with its principal office and place of business in the City 
of Hammond, Indiana, owns and operates facilities for the transmission and 
sale of electric energy at wholesale in interstate commerce across the Indiana- 
Michigan state line and across the Indiana-Illinois state line. Applicant is 
therefore a “public utility” within the meaning of that term as used in the 
Federal Power Act; 

(2) Under the facts and circumstances set forth in the application filed in 
this case, section 318 of the Federal Power Act does not relieve applicant of 
the obligations imposed by balance sheet accounts instruction 5-E of the Uni- 
form System of Accounts Prescribed for Public Utilities and Licensees; 

(3) Amortization of the $2,620,736 of charges relating to retired preferred 
stock, over a period of more than five years, has not been justified ; 

(4) Good and sufficient cause has been shown why limited exemption 
should be granted by the Commission from the provisions of balance sheet 
accounts instruction 5-E of the Uniform System of Accounts ; 

The Commission orders that: 

(A) Exemption from the requirements of balance sheet accounts instruc- 
tion 5-E of the Uniform System of Accounts is hereby granted to permit 
applicant to record the $2,620,736 referred to in paragraph (e) above in Ac- 
count 151, capital stock expense, and to amortize such amount by equal annual 
charges to Account 414, miscellaneous debits to surplus, over a period of not 
to exceed five years from September 18, 1944; provided, that applicant, in 
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1945, charge Account 414 with the additional amount of $69,662, representing 
the difference in the amortization by the applicant in 1944 and the required 
amortization for that year, as provided herein, making a total charge to Ac- 
count 414 in 1945 of $593,809; and, provided further, that applicant may ac- 
celerate the annual amortization if it shall desire to do so; 

(B) The permission granted herein is for accounting purposes only and 
shall not be construed as a finding with respect to the reasonableness of such 
amortization charges, should such an issue arise in any proceeding affecting 
the rates, charges, practices, rules, regulations, or tariffs of the applicant. 


Order authorizing and approving acquisition of securities, 
merger of facilities and issuance of securities 


Montana-Dakota Utilities Co. 


(Docket No. IT-—5958) 


October 17, 1945 


Montana-Dakota Utilities Co. (“applicant”), a corporation having its prin- 
cipal business office at Minneapolis, Minnesota, filed an application on July 
23, 1945, and amendments and supplements thereto on August 21, September 
12 and October 4, 1945, for an order (1) authorizing applicant, pursuant to 
section 203 of the Federal Power Act, to acquire all of the outstanding 
securities of Dakota Public Service Company (“Dakota”); (2) authorizing 
applicant, pursuant to said section 2038, to acquire all of the electric utility 
properties of Dakota; and (3) authorizing applicant, pursuant to section 2 
of the Federal Power Act, to issue securities as hereinafter described ; 

It appears to the Commission from the verified application, as amended and 
supplemented, the record thereon and the Annual Reports (F.P.C. Form No. 
1) and Power System Statements (F.P.C. Form No. 12) for 1944 of appli- 
cant and Dakota, that: 

(a) Applicant proposes, pursuant to a contract dated July 2, 1945, between 
United Public Utilities Corporation and applicant (a copy of which is made 
a part of the application as a portion of Exhibit K-1 thereto), to acquire by 
purchase from United Public Utilities “Corporation, all of the outstanding 
securities of Dakota, consisting of 8,370 shares of common stock without par 
value, $1,000,000 of first and refunding mortgage bonds due October 1, 1946, 
$2,500,000 of notes payable due July 1, 1949, and a $1,335,794 income note 
payable due July 1, 1949, for a base price of $6,521,060.74. Applicant further 
proposes, immediately following its purchase of such securities, to cause the 
liquidation of Dakota; and to acquire all of the electric utility and other 
properties, and to assume the liabilities, of Dakota ; 

(b) In order to provide funds with which to make a cash payment to 
United Public Utilities Corporation of the purchase price of the securities of 
Dakota, applicant proposes to issue $6,500,000 of notes payable to commercial 
banks, representing a temporary bank indebtedness to be paid upon the 
liquidation of Dakota and the issuance of the bonds and shares of common 
stock hereinafter mentioned ; 

(c) In order to obtain funds to be applied in payment of the $6,500,000 
bank loan referred to in paragraph (0), above, and as permanent financing 
of the acquisition of the properties of Dakota, applicant proposes to issue and 
sell $4,000,000 of first mortgage bonds, 3% series due September 1, 1970, to 
be dated as of September 1, 1945, and issued as an additional series of bonds 
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under applicant’s existing indenture of mortgage dated as of May 1, 1989, 
and indentures supplemental thereto; and to issue and sell 223,351-4/6 shares 
of common stock of the par value of $5 each ; 

(d) There are no intercorporate relationships, through holding companies 
or ownership of securities, between applicant and Dakota. Applicant is 
neither a registered holding company nor a subsidiary of one. Dakota is a 
wholly-owned subsidiary of United Public Utilities Corporation. The electric 
utility properties presently owned by Dakota consist of generation, transmis- 
sion and distribution facilities comprising an electric utility system in north 
central South Dakota and adjacent territory in southern North Dakota. The 
service areas of applicant and Dakota are contiguous and upon acquisition of 
Dakota’s properties, applicant proposes to interconnect the two systems; 

(e) Applicant proposes to record the utility plant of Dakota on its books 
at original cost and to eliminate the excess cost to applicant above original 
cost by a charge against the premium on common capital stock which will 
result from the proposed issue and sale of shares of common stock above its 
par value; 

(f) The bonds referred to in paragraph (c), above, will be sold to The 
Northwestern Mutual Life Insurance Co., The Mutual Life Insurance Co. of 
New York, and Connecticut Mutual Life Insurance Co., at principal amount 
thereof plus accrued interest to date of delivery. A finder’s fee of $10,000, 
being 44 of 1% of principal amount of the bonds, will be paid to Blyth & Co., 
Inc., of New York, for services in connection with the sale of the bonds. The 
total expenses in connection with the proposed issue including said fee are 
estimated at $34,900; 

(g) The common stock referred to in paragraph (c), above, will be sold 
through a group of selected underwriters headed by Blyth & Co., Inc., and 
Merrill Lynch, Pierce, Fenner & Beane, each of New York, New York; 

(h) Applicant states that it will receive from the aforementioned under- 
writers not less than $10 per share for the stock, and that the underwriters 
propose to sell the stock to the public at a price of not to exceed $1 per share 
in excess of the price paid to applicant. Applicant estimates its expenses in 
connection with the sale at $16,996.46 ; 

(i) Written notice of the aforesaid application has been given to the Board 
of Railroad Commissioners of Montana, the Public Service Commission of 
North Dakota, the Public Utilities Commission of South Dakota, the Public 
Service Commission of Wyoming, the Railroad and Warehouse Commission of 
Minnesota, and to the Governor of each of those States. Notice of the ap- 
plication was also published on July 26, 1945, in Volume 10, Federal Register, 
at page 9282, stating that any person desiring to be heard or to make any 
protest with reference to the application should file a petition or protest on 
or before August 10, 1945. No protest or petition or request to be heard in 
opposition to the granting of such application has been received ; 

(j) The Public Service Commission of North Dakota on August 21, 1945, 
issued an order authorizing applicant to purchase the securities, and acquire 
the electric utility properties, of Dakota; and to issue the bonds and common 
stock above referred to; 

The Commission, having considered said application, as amended and sup- 
plemented, and the other material above referred to, finds that: 

(1) Applicant is a corporation organized and existing under and by virtue 
of the laws of the State of Delaware, and carries on an electric and natural 
gas utility business in the States of Montana, North Dakota and South 
Dakota, and a gas utility business in the State of Wyoming. It owns and 
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operates facilities, among others, for the transmission and sale at wholesale 
of electric energy which is transmitted between the States of North Dakota 
and Montana and consumed at points outside the State in which it is gener- 
ated, and facilities in the State of North Dakota for the transmission of 
electric energy in that State, which energy is consumed at points in the 
Province of Saskatchewan, Dominion of Canada, all of which facilities are in 
addition to, and do not include, facilities used for the generation of electric 
energy, facilities used in local distribution or only for the transmission of 
electric energy in intrastate commerce, or facilities for the transmission of 
electric energy consumed wholly by the transmitter. The applicant is, there- 
fore, a “public utility” within the meaning of that term as used in sections 
203 and 204 of the Federal Power Act; 

(2) Dakota owns and operates facilities, among others, for the transmis- 
sion and sale at wholesale of electric energy which is generated in North 
Dakota and transmitted therefrom to South Dakota, and consumed at points 
outside of North Dakota, which facilities are in addition to, and do not in- 
clude, facilities used for the generation of electric energy, facilities used in 
local distribution or only for the transmission of electric energy in intrastate 
commerce, or facilities for the transmission of electric energy consumed 
wholly by the transmitter. Dakota is, therefore, a “public utility” within 
the meaning of that term as used in section 203 of the Federal Power Act; and 
the acquisition of its securities by applicant accordingly requires prior au- 
thorization of the Commission under said section 208 ; 

(3) The electric utility facilities of Dakota have a value in excess of $50,000. 
By the proposed acquisition of facilities, applicant will, directly or indirectly, 
merge or consolidate its facilites subject to the jurisdiction of this Commis- 
sion, with electric utility facilities of Dakota, another “person” with the 
meaning of section 203 of the Federal Power Act; and the merger accordingly 
requires prior authorization of the Commission under that section ; 

(4) The proposed issue of notes payable, issue of bonds and issue of com- 
mon stock, referred to in paragraphs (b) and (c) hereof, constitute issues of 
securities within the purview of section 204 of the Federal Power Act; 

(5) Applicant is not organized and operating in a State under the laws 
of which its security issues are regulated by a State commission within the 
meaning of section 204(f) of the Federal Power Act, and the proposed issues 
of securities are, therefore, not exempt by virtue of that section from the re- 
quirements of section 204 of the Act; 

(6) The proposed acquisition of securities and merger of facilities should 
result in improvement in efficiency and economy of operations; and, upon the 
conditions hereinafter provided, will be consistent with the public interest; 

(7) There is no affiliation, direct or indirect, through directors, officers or 
stockholders, or through ownership of securities or otherwise, existing be- 
tween applicant and any of the underwriters in the group mentioned in para- 
graph (g) hereof; 

(8) The proposed issuance of notes, bonds and common stock as hereinafter 
authorized and approved will be for a lawful object, within the corporate 
purposes of the applicant and compatible with the public interest, which is 
appropriate for and consistent with the proper performance by the applicant 
of service as a public utility and which will not impair its ability to perform 
that service, and is reasonably appropriate for such purposes ; 

The Commission orders that: 

(A) The proposed acquisition of securities by applicant, and the proposed 
merger of its facilities subject to the jurisdiction of this Commission with the 
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electric utility facilities of Dakota, be and the same hereby are authorized 
and approved upon the terms and conditions set forth in the application, as 
amended and supplemented, subject to the provisions of this order ; 

(B) The proposed issuance by applicant of the securities referred to in 
paragraphs (b) and (c) hereof, be and the same hereby is authorized and 
approved upon the terms and conditions and for the purposes set forth in 
the application, as amended and supplemented, subject to the provisions of 
this order ; 

(C) This authorization Shall expire unless the transactions hereby author- 
ized are consummated within 60 days after the date of this order ; 

(D) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
accounts, valuations, estimates or determinations of cost, or any other matter 
whatsoever which may come before this Commission or any other regulatory 
body, and nothing in this order shall be construed as an acquiescence by this 
Commission in any estimate or determination of cost or any valuation of 
property claimed or asserted ; 

(E) Nothing in this order shall be construed to imply any guarantee or 
obligation on the part of the United States in respect to the securities to which 
this order relates ; 

(Ff) Applicant shall report within 10 days after the consummation of the 
proposed merger or consolidation of facilities as required by the Commission's 
Rules of Practice and Regutations, and shall file within 6 months after the 
date of consummation of the merger the following accounting information: 
(1) balance sheet, containing columns (a) “before transaction,” (b) “entries 
to record transaction,” and (c) “after transaction”; (2) copies of journal 
entries recording acquisition, merger or consolidation; and (3) proposed 
journal entries to clear Account 391, electric plant purchased, as required by 
electric plant accounts instruction 4 and Account 391 of the Uniform System 
of Accounts ; 


‘G) Applicant shall report with reference to the issues of securities hereby 
authorized and approved as required by the Commission’s Rules of Practice 
and Regulations. 


Order issuing certificate of public convenience and necessity 
Northern Natural Gas Company 
(Docket Nos. G-—501, G-539) 
October 17, 1945 


Upon consideration of the applications filed by Northern Natural Gas Com- 
pany (applicant) in the above-entitled matters for certificates of public con- 
venience and necessity pursuant to section 7 of the Natural Gas Act, as 
amended, to authorize the construction, acquisition and operation of fa- 
cilities for the transportation and sale of natural gas, as hereinafter de- 
scribed ; 

It appears to the Commission that: ‘ 

(a) On October 4, 1943, applicant filed an application in docket No. G-501 
requesting a temporary certificate, which application was superseded by an 
application filed October 15, 1943, for a permanent certificate, for authority 
to construct and operate the following-described facilities to serve the al- 
cohol manufacturing plant operated by Farm Crops Processing Corporation 
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(Processing Corporation) in Omaha, Nebraska; approximately 6.84 miles of 
8%-inch O. D. natural-gas pipeline and appurtenances, including 0.27 mile of 
pipeline undercrossing the Missouri River, extending from a point of connec- 
tion with, applicant’s Council Bluffs, lowa, town border station located in 
the NW%, Section 20, T. 74 N., R. 48 W., Pottawattamie County, Iowa, in a 
northwesterly direction to a point in the SW, Section 23, T. 15 N., R. 13 E., 
Douglas County, Nebraska, together with a measuring station to be located at 
the western terminus of such line; 

(b) By order entered November 11, 1943, a limited certificate, effective for 
the “duration of the present war emergency but not beyond 90 days after the 
cessation of hostilities,” was issued to applicant authorizing the construction 
and operation of the facilities described in paragraph (a) above. Such fa- 
clities were completed and placed in operation on January 28, 1944, and have 
since been used to deliver natural gas to the alcohol plant ; 

(c) On April 10, 1944, applicant filed an application in docket No. G-—539, 
subsequently amended, requesting a certificate for authority to: 

(1) Construct, at an estimated cost of $6,126, and operate approximately 
1,600 feet of 85-inch O. D. natural-gas pipeline, and appurtenances, extend- 
ing from a point in the NW, Section 33, T. 75 N., R. 44 W., Pottawattamie 
County, Iowa, where such proposed pipeline would connect with the above- 
described pipeline serving the Processing Corporation, in a northerly direction 
to a point in Government Lot 1 in said Section 33 to connect with an existing 
14-inch and 16-inch pipeline extending across the Douglas Street Bridge over 
the Missouri River to the American Smelting and Refining Company’s lead 
smelter in Omaha, Nebraska, together with a regulator station to be located 
at the northern terminus of such proposed pipeline ; 

(2) Acquire from Council Bluffs Gas Company, at a cost of approximately 
$3,000, and operate 535 feet of 16-inch pipeline together with metering fa- 
cilities and other appurtenances located near the northern terminus of the 
proposed line referred to in paragraph (c) (1) above; and 

(3) Transport natural gas, for sale to the American Smelting and Refining 
Company, through the pipeline described in paragraph (@) above, in con- 
junction with the operation of the facilities described in paragraphs (c) (1) 
and (c) (2) above; 

(d) Pursuant to the Commission’s orders dated May 11 and 27, 1944, ap- 
propriate notice of which was given, including notice to the regulatory com- 
missions of the States in which applicant operates, the proceedings in docket 
Nos. G-501 and G-—539 were consolidated for purposes of hearing, and a public 
hearing was held in these matters on June 5 through June 8, 1944, in Chicago, 
Illinois. No State commission filed a protest to the applications or appeared 
at the hearing; 

(e) Several railroads and representatives of coal and labor interests were 
permitted to intervene and participated in the hearings. Certain of the inter- 
veners' filed briefs in these matters in which they opposed the granting of 
the applications, contending that there has been no showing of necessity for 
granting the requested certificates and that it is applicant’s purpose in these 
proceedings to obtain a permanent status for the facilities here involved so 
that they “may be used in the futire to take on additional industrial cus- 
tomers and possibly eventually serve greater quantities of natural gas to 
the city of Omaha for general distribution.” Orally at the hearing, and in 

1 National Coal Association, United Mine Workers of America, Order of Railway Con- 
ductors, et al.; and Iowa Railways Association. 
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writing on June 21, 1944, applicant moved to dismiss the petitions of such 
interveners to intervene in these proceedings, which petitions had theretofore 
been granted by the Commission ; 7 

(f) Applicant, a Delaware corporation having its principal place of business 
in Omaha, Nebraska, is engaged, among other operations, in the transportation 
of natural gas produced in the Texas Panhandle gas field and in the Hugoton 
and Otis fields in Kansas, and in the sale of such gas for resale for ultimate 
public consumption in the States of Kansas, Nebraska, Iowa, Minnesota and 
South Dakota by means of its interconnected pipeline system located in such 
States. The facilities here involved are, or would become, integral parts of 
such pipeline system ; 

(g) The Processing Corporation operates the Omaha alcohol plant which 
was financed and is owned by Defense Plant Corporation, an agency of the 
United States Government. Natural gas delivered by applicant through the 
facilities described in paragraph (a) above, is used at the alcohol plant for 
the generation of steam required in the manufacture of industrial alcohol. 
Applicant estimated that approximately 1,500,000 M.c.f. of gas would be re- 
quired annually at the alcohol plant for an indefinite time in the future. The 
entire production of alcohol is delivered to Defense Supplies Corporation, also 
a Federal agency, for use in the production of synthetic rubber. Processing 
Corporation advanced to applicant $99,500 of the $141,304 cost of the pipeline 
to the alcohol plant. Such advance is to be repaid by crediting the Processing 
Corporation with 1c per M.c.f. of gas delivered through the line; 

(h) Since 1931 applicant has sold natural gas to the American Smelting 
and Refining Company for use in melting and refining ore at the latter’s lead 
smelter located in Omaha, Nebraska. In making such sales the gas is delivered 
by applicant to the Council Bluffs Gas Company at applicant’s Council Bluffs 
Iowa, town border station. Council Bluffs Gas Company then transports the 
gas through its pipeline system and delivers it back into applicant’s facilities 
at a point near the eastern end of the aforesaid Douglas Street Bridge. Ap- 
plicant transports the gas through its own facilities the remaining distance 
to the American Smelting and Refining Company’s smelter. Applicant pro- 
poses by its application in docket No. G-539 to discontinue this arrangement 
by rerouting the gas for the smelter through the facilities serving the alcohol 
plant and those proposed to be constructed and acquired ; 

(i) The record shows that the construction and acquisition of facilities, 
involved in docket No. G—539, at a cost of approximately $10,000, would en- 
able applicant to: (1) eliminate the 1%%4c per M.c.f. transportation charge paid 
Council Bluffs Gas Company, which amounts to $7,500 to $10,000 a year; (2) 
reduce curtailments to the smelter; and (3) obtain a greater utilization of 
the aforesaid pipeline serving the alcohol plant in addition to affording a 
greater flexibility in service to the Council Bluffs area served by applicant. 
Additionally, applicant states that Council Bluffs Gas Company desires to dis- 
continue its transportation service rendered applicant ; ' 

(j) Applicant is financially able to construct and operate the facilities here 
involved, and such construction and operation will have no adverse effect 
upon applicant’s existing rates. Applicant’s gas supply and reserves are 
adequate to meet the requirements resulting from the operation of such fa- 
cilities ; 

The Commission having considered the applications, as amended, and the 
record thereon with respect to the matters involved and the issues presented, 
jinds that: 
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(1) Applicant is engaged in the transportation and sale of natural gas in 
interstate commerce for resale for ultimate public consumption and is, there- 
fore, a “natural-gas company” within the meaning of the Natural Gas Act 
as heretofore found by the Commission in its order entered on April 6, 1943, 
in In the Matter of Northern Natural Gas Company, docket No. G—280, 3 
F.P.C. 967 ; 

(2) The facilities described in paragraph (@) above are, and those described 
in paragraph (c) are proposed to be, used in the transportation of natural 
gas, subject to the jurisdiction of the Commission, and are subject to the 
requirements of subsections (c) and (e) of section 7 of the Natural Gas Act, 
as amended ; 

(3) Applicant is able and willing properly to do the acts and perform the 
service proposed and to conform to the provisions of the Natural Gas Act, as 
amended, and the requirements, rules, and regulations of the Commission 
thereunder ; 

(4) The construction and operation of the aforesaid facilities by applicant 
as set forth above are and will be required by the present and future public 
convenience and necessity, and a certificate therefor should be issued as 
hereinafter ordered and conditioned ; 

(5) It is appropriate in the public interest that applicant’s motion to dis- 
miss the petitions to intervene in these proceedings referred to in paragraph 
(e) above, should be denied ; 

The Commission orders that: 

(A) A certificate of public convenience and necessity be and it is hereby 
issued authorizing applicant to construct and operate the facilities referred 
to in paragraphs (a) and (c) above, and described in the applications, as 
amended, in these proceedings, for the transportation and sale of natural gas 
to the Processing Corporation and the American Smelting and Refining Com- 
pany, as therein set forth, subject to the jurisdiction of the Commission, upon 
the terms and conditions of this order ; 

(B) Applicant’s motion to dismiss the petitions to intervene in these pro- 
ceedings be and it is hereby denied ; 

(C) Applicant shall report to the Commission in writing, under oath, the 
completion date of the facilities described in paragraph (c) above, together 
with the date of commencement of operations ; 

(D) This certificate shall not be transferable and is without prejudice to 
the authority of this Commission or any other regulatory body with respect 
to rates, contracts, service, accounts, valuation, estimate or determination of 
cost, or any other matters whatsoever now pending or which may come be- 
fore this Commission or other regulatory body, and nothing herein shall be 
construed as an acquiescence by this Commission in any estimate or deter- 
mination of cost, or any valuation of property claimed or asserted ; 

(E) Nothing herein is to be construed as affecting in any manner the de- 
termination of the service area of applicant under section 7(f) of the Natural 
Gas Act; ; 

(F) This certificate shall be effective as long as applicant continues the 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act, as amended, and any pertinent rules, regulations, or orders hereto- 
fore or hereafter issued by the Commission ; 

(G) Appropriate evidence of the issuance of this certificate shall be fur- 
nished to applicant. 
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Order issuing certificate of public convenience and necessity 
The Ohio Fuel Gas Company 
(Docket No, G-—657) 


October 17, 1945 





It appearing to the Commission that: 
(a) On August 20, 1945, The Ohio Fuel Gas Company (applicant) filed an 
application for a certificate of public convenience and necessity pursuant to 
section 7(c) of the Natural Gas Act, as amended, for authority to construct 
(1) 93,500 feet of 5-inch and 3,500 feet of 6-inch natural gas transmission 
pipe line extending from the terminus of applicant’s existing 6-inch gas trans- 
mission pipe line serving the city of Urbana, Champaign County, Ohio, to the 
City of Bellefontaine, Logan County, Ohio, and (2) a gas pressure regulating 
and gas measuring station near the corporate limits of the City of Belle- 
fontaine ; 

(ob) Pursuant to the Commission’s order of August 28, 1945, fixing date 
for hearing upon the application, and appropriate notice to all parties in 
interest, including the Public Utilities Commission of Ohio and publication 
in the Federal Register of August 31, 1945, (Vol. 10, page 11199), a public 
hearing was held commencing on September 13, 1945, in Columbus, Ohio. The 
City of Bellefontaine and certain railroad companies' were permitted to 
intervene and participate in the hearing ; 

(c) Applicant owns and operates an integrated natural gas pipe line 
system for the transmission, distribution and sale of natural gas, including 
the sale of natural gas for resale, for ultimate public consumption for do- 
mestic, commercial, industrial and other uses, in numerous communities in 
the State of Ohio. Large volumes of such gas transmitted by applicant and 
sold for resale in Ohio are received (1) from United Fuel Gas Company at 
the Ohio-West Virginia State line, such gas originating in various gas produc- 
ing fields in West Virginia, Kentucky and Texas, and (2) from Panhandle 
Eastern Pipe Line Company, such gas originating in Texas, Oklahoma and 
Kansas. In addition, applicant also produces and purchases natural gas 
locally in the State of Ohio. Applicant’s total natural gas requirements ap- 
proximate 80,000,000 M.c.f. annually ; 

(d) The City of Bellefontaine, Ohio, a municipal corporation, owns and 
operates a coal gas manufacturing plant and-a gas pipe line distribution sys- 
tem, at present supplying manufactured gas to consumers in that city. The 
manufacturing gas plant is inadequate and has so depreciated that further 
repairs cannot be justified and a new gas manufacturing plant must be con- 
structed or a supply of natural gas obtained. It is estimated that the natural 
gas requirements of the City of Bellefontaine will approximate a maximum 
of 500 M.c.f. per day and total annual requirements will range from an 
estimated 60,000 M.c.f. during the first year of service to 70,000 M.c.f. during 
the second year of service and 80,000 M.c.f. for the following year. It further 
appears that if a new gas manufacturing plant is constructed to replace the 



























1 Railroad interveners were: The Baltimore and Ohio Railroad Company, The Chesa- 
peake and Ohio Railway Company, Louisville and Nashville Railroad Company, The New 
York Central Railroad Company, Norfolk and Western Railway Company, The Pennsyl- 
vania Railroad Company, The Pittsburgh and Lake Erie Railroad Company, Southern 


Railway Company, The Virginian Railway Company, and Western Maryland Railway 
Company. 
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old outmoded plant, users of gas in the City of Bellefontaine will be re- 
quired to pay substantially increased rates for the service thus provided; 
that if a supply of natural gas can be made available by the construction 
of the facilities proposed by applicant and under the terms of the contract 
between The Ohio Fuel Gas Company and the City of Bellefontaine, Ohio, 
bearing date of June 25, 1945, local rates will be reduced and annual savings 
to consumers during the first year of natural gas service will approximate 
10% of the present charges for manufactured gas. Furthermore, service will 
be materially improved ; ; 

(e) Applicant proposes to construct, operate and maintain the 93,500 feet 
of 5-inch gas transmission line extending from the present terminus of its 
line at Urbana, Ohio, to the municipal limits of the City of Bellefontaine, 
Ohio. The 8,500 feet of 6-inch gas transmission line extending from the 
terminus of such new 5-inch line at the city limits to a convenient location 
in the vicinity of and adjacent to the present gas manufacturing plant is to 
be constructed by applicant without cost to the City of Bellefontaine and, after 
completion, it is to be owned, operated and maintained by the municipality. 
The estimated cost of the facilities proposed to be constructed by applicant is 
$126,740, which includes $5,170, the estimated cost of facilities to be con- 
structed by applicant but which will be owned and operated by the City of 
Bellefontaine ; 

(f) The natural gas reserves and supply owned by and under gas purchase 
contract to applicant are adequate to meet its anticipated customer demands 
and the added requirements of the City of Bellefontaine ; 

(g) Applicant is financially able to construct and operate the proposed 
facilities ; 

The Commission, having considered the application and the record thereon 
with respect to the matters involved and the issues presented, finds that: 

(1) Applicant is a corporation organized and existing under the laws of 
Ohio and having its principal place of business in Columbus, Ohio; 

(2) Applicant is engaged in the transportation of natural gas in interstate 
commerce and in the sale in interstate commerce of natural gas for resale 
for ultimate public consumption for domestic, commercial and industrial and 
other uses and is therefore (as heretofore found by the Commission in its 
order entered on August 21, 1945, in docket No. G-371, supra, p. 1033) “a 
natural-gas company” within the purview of the Natural Gas Act; 

(3) The proposed construction of facilities described in paragraph (a), 
above, and the operation of such facilities, except, the operation of the 3,500 
feet of 6-inch line within the city limits which is to be constructed and paid 
for by the applicant and thereafter owned, operated and maintained by the 
City of Bellefontaine, Ohio, are subject to the requirements of subsections 
(c) and (e) of section 7 of the Natural Gas Act, as amended, and will be used 
for the transportation and sale of natural gas subject to the jurisdiction of 
the Commission ; 

(4) Applicant is able and willing properly to do the acts and perform the 
service proposed and to conform to the provisions of the Natural Gas Act, 
as amended, and the requirements, rules and regulations of the Commission 
thereunder ; 

(5) The proposed construction by applicant of the facilities described in 
paragraph (a), above, and the operation of such facilities with the exception 
of the operation of the 3,500 feet of 6-inch line to be operated by the City of 
Bellefontaine, Ohio, are and will be required by the present and future public 
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convenience and necessity, and a certificate authorizing such proposed con- 
struction and operation should be issued, as hereinafter ordered and con- 
ditioned ; i 

The Commission orders that: 

(A) A certificate of public convenience and necessity be and it is hereby 
issued authorizing the construction by the applicant of the proposed facilities 
referred to in paragraph (a@) above and more fully described in the applica- 
tion in this proceeding and the operation of such facilities, with the exception 
of the operation of the 8,500 feet of 6-inch line to be operated by the City of 
Bellefontaine, Ohio, for the transportation and sale of natural gas therein 
set forth, subject to the jurisdiction of the Commission, upon the terms and 
conditions of this order ; 

(B) Applicant shall report to the Commission in writing, under oath, the 
dates of completion of construction and the commencement of operations of 
the facilities referred to in paragraph (a) above; 

(C) This certificate shall not be transferable and is without prejudice to 
the authority of this Commission or any other regulatory body with respect 
to rates, contracts, service, accounts, valuation, estimate or determination of 
cost, or any other matter whatsoever now pending or which may come before 
this Commission or other regulatory body and nothing herein shall be con- 
strued as an acquiescence by this Commission in any estimate or determina- 
tion of cost or any valuation of property claimed or asserted ; 

(D) Nothing herein is to be construed as affecting in any manner the deter- 
mination of the service area of applicant under section 7(f) of the Natural 
Gas Act, as amended ; 

(E) This certificate shall be effective as long as applicant continues the 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act, as amended, and any pertinent rules, regulations, or orders hereto- 
fore or hereafter issued by the Commission ; 

(F) Appropriate evidence of the issuance of this certificate shall be fur- 
nished to applicant. 


Order issuing certificate of public convenience and necessity 









Panhandle Eastern Pipe Line Company and its wholly-owned subsidiaries, 
Illinois Natural Gas Company and Michigan Gas Transmission Corporation 


(Docket No. G—254) 


October 17, 1945 















Upon consideration of the joint application filed April 17, 1942, by Pan- 
handle Eastern Pipe Line Company, a Delaware corporation having its prin- 
cipal place of business in Kansas City, Missouri (hereinafter referred to as 
“Panhandle Eastern”), Illinois Natural Gas Company (“Illinois Natural”), 
and Michigan Gas Transmission Corporation (“Michigan Gas”), subsequently 
amended, for certificates of public convenience and necessity pursuant to sec- 
tion 7(c) of the Natural Gas Act, as amended, to authorize the continuation 
of the operations, subject to the Commission’s jurisdiction, in which they were 
bona fide engaged on February 7, 1942, and subsequent thereto ; 

It appears to the Commission that: 

(a) Panhandle Eastern, on and continuously since February 7, 1942, has 
owned and operated, among other facilities, a natural-gas main transmission 
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pipeline extending from a point in Moore County, Texas, known as “Windmill 
Junction” through the States of Oklahoma, Kansas, Missouri and Tllinois 
and into the State of Indiana to a point near Dana, near the Illinois-Indiana 
boundary. Among its other operations, applicant has been and is engaged in 
producing and purchasing natural gas in the Panhandle field located in the 
State of Texas and the Hugoton field located in the States of Kansas, Okla- 
homa and Texas, and in transporting such gas for resale for ultimate public 
consumption, in States other than those in which it is produced or purchased, 
for domestic, commercial, industrial and other uses by means of such pipe- 
line facilities. In such operations, the flow of gas from Texas, Kansas and 
Oklahoma to the points of distribution is continuous and uninterrupted, and 
such operations constitute an established course of business ; 

(b) The application as originally filed herein included a request. for a cer- 
tificate under the “grandfather” clause of section 7(c) of the Natural Gas 
Act, as amended February 7, 1942, to authorize the operation, among other 
things, of certain natural-gas transmission pipeline facilities’ which were then 
in course of construction and not in service. Such facilities, not being in bona 
fide operation on the effective date of the amendatory Act, February 7, 1942, 
were not the proper subject of a “grandfather” certificate. Accordingly, Pan- 
handle Eastern, at the suggestion of the Commission, filed an application on 
February 25, 1943, in docket No. G-—452, for a “non-grandfather” certificate 
of public convenience and necessity to authorize its operation of such facili- 
ties; and after hearing, the Commission entered an order therein on February 
8, 1945, issuing such certificate effective upon the withdrawal of that portion 
of the application in the instant proceeding which relates to the same facilities; 

(c) On March 81, 1943, Michigan Gas and Illinois Natural conveyed all of 
their properties? to Panhandle Eastern, and were dissolved on April 1, 19438, 
and April 3, 1943, respectively. Thereafter, on June 5, 1943, Panhandle Eastern 
applied for a “non-grandfather” certificate of public convenience and neces- 
sity in docket No. G—452 for authority to acquire and operate all of the fa- 
cilities which were owned prior to March 31, 1943, by Michigan Gas and 
Illinois Natural; and by order entered therein February 3, 1945, the Commis- 
sion issued a certificate authorizing Panhandle Eastern to operate such fa- 
cilities, effective upon the withdrawal of that portion of the application in the 
instant proceeding which relates to the same facilities ; 

(d) On February 14, 1945, Panhandle Eastern, as successor in interest to 
Illinois Natural and Michigan Gas, withdrew those parts of the application 
herein which relate to the facilities referred to in paragraphs (b) ‘and (c), 
above ; 

(e) The National Coal Association filed herein on June 30, 1942, a protest 
and request for hearing, a supplement thereto on August 26, 1942, and a 
petition to intervene on April 14, 1943. The West Virginia Coal Association 
filed a protest herein on June 30, 1942. The United Mine Workers of America 
filed a protest herein on June 30, 1942, and an amendment thereto on August 
26, 1942. Such protests and petition for intervention are directed against that 
part of the original application which was subsequently withdrawn and which 
related to the operation of the facilities referred to in paragraph (b), above. 


1Such facilities are shown in Exhibit B to the application in this proceeding and de- 
scribed in paragraph (a) of the Commission’s order entered February 3, 1945, in In the 
Matter of Panhandle Eastern Pipe Line Company, et al., docket No. G-452, supra, p. 846. 
? Such properties are described in Exhibits A-a and A-b of the application. 
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The National Coal Association and United Mine Workers of America were 
granted intervention and participated-in the public hearing held in docket No. 
G-452, which proceeding involved the application of Panhandle Eastern for 
a “non-grandfather” certificate of public convenience and necessity to au- 
thorize, among other things, the operation of the facilities concerning which 
protest was made in the instant proceeding ;* 

(f) Appropriate notice of the application filed in the instant proceeding has 
been duly given and published in Vol. 7 Federal Register, page 4009; 

The Commission finds that: 

(1) Panhandle Eastern is engaged in the transportation of natural gas in 
interstate commerce and in the sale in interstate commerce of natural gas for 
resale for ultimate public consumption for domestic, commercial, industrial 
and other uses, and is a “natural-gas company” within the meaning of the 
Natural Gas Act, as amended, as heretofore found by the Commission in its 
opinion and accompanying order adopted September 23, 1942, in docket Nos. 
G-200 and G—207, 3 F.P.C. 273, 45 P.U.R. (N.S.) 208; 

(2) On February 7, 1942, Panhandle Eastern was bona fide engaged in 
the transportation and sale of natural gas for resale, subject to the jurisdic- 
tion of this Commission, over routes and in the manner described in its ap- 
plication, as amended, and exhibits attached thereto, and has so operated 
since that time; 

(3) The application was duly made to the Commission within ninety days 
after February 7, 1942 (effective date of section 7(c) amended) and complies 
with the Commission's regulations as to form and content; 

(4) It is appropriate in the public interest that the protests of the Na- 
tional Coal Association, the West Virginia Coal Association, and the United 
Mine Workers of America, and the petition of the National Coal Association 
to intervene filed herein should be dismissed ; 

The Commission, therefore, orders that: 

(A) A certificate of public convenience and necessity be and hereby is 
issued to Panhandle Eastern authorizing its continued operation of its fa- 
cilities, which were in bona fide operation on February 7, 1942, and have been 
so operated since then, as described in its application, as amended, for the 
transportation and sale of natural gas, subject to the jurisdiction of this Com- 
mission ; 

(B) This certificate shall not be transferable, and its issuance is without 
prejudice to the authority of this Commission, or any other regulatory body, 
with respect to rates, contracts, service, accounts, valuation, estimate or deter- 
mination of cost, or any other matter whatsoever now pending or which may 
come before this Commission, or other regulatory body, and nothing herein 
shall be construed as an acquiescence by this Commission in any estimate or 
determination of cost, or any valuation of property claimed or asserted; 

(C) Nothing herein is to be construed as affecting in any manner the deter- 
mination of Panhandle Eastern’s service area under section 7(f) of the 
Natural Gas Act; 

(D) This certificate shall be effective as long as Panhandle Hastern con- 
tinues the operations hereby authorized in accordance with the provisions of 
the Natural Gas Act, as amended, and any pertinent rules, regulations or 
orders heretofore or hereafter issued by the Commission ; 


*See paragraph (c) of the Commission’s order entered February 3, 1945, in In the 
Matter of Panhandle Eastern Pipe Line Company, et al., docket No. G—452, supra. 
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(E) The protests of the National Coal Association, the West Virginia Coal 
Association, and the United Mine Workers of America, and the petition of 
the National Coal Association to intervene herein be and the same are hereby 
dismissed ; 

(F) Appropriate evidence of the issuance of this certificate shall be fur- 
nished to Panhandle Eastern. 


Order dissolving stay and directing compliance with 
order of October 27, 1942 


Pacific Power & Light Company 
(Project No. 935) 
October 17, 1945 


It appears to the Commission that: 

(a) On October 27, 1942, the Commission entered its opinion and order 
In the Matter of Inland Power and Light Company, 3 F.P.C. 317, wherein 
it found, inter alia, that $354,784.33, representing associated company charges 
and fees (of Electric Bond and Share Company and Phoenix Utility Company, 
respectively), together with interest thereon, did not constitute part of the 
actual legitimate original cost of project No. 935 as of April 30, 1932, and 
ordered the removal of that amount from the project’s accounts by a charge to 
Account 271, earned surplus; 

(b) Thereafter, on December 3, 1942, an application for rehearing was 
filed by Pacific Power & Light Company (“licensee”), with respect to the 
$354,784.33. In its application for rehearing, licensee referred to the fact that 
it had been stipulated in the proceedings relating to project No. 935 that “the 
evidence relating to the cost to Phoenix Utility Co. and Electric Bond and 
Share Company of services charged for, as set forth in the hearing on project 
No. 487 before the Commission, would be incorporated in and deemed a part 
of the record in this cause.” Licensee also referred to the fact that “a re- 
view of the Commission’s order determining the original cost of the Wallen- 
paupack project No. 487 is now pending before the United States Circuit 
Court of Appeals for the Third Circuit” and requested “that a rehearing be 
held herein with respect to said charges and be stayed to await the outcome 
of said court review, to the end that the rights of the Licensee in this pro- 
ceeding may be preserved pending a decision by the United States Circuit 
Court of Appeals for the Third Circuit upon the similar questions involved 
in the review of the Commission’s Order with respect to said Project No. 487”; 

(c) On December 29, 1942, the Commission entered an order staying the 
requirements of paragraphs (A) to (F), inclusive, of order of October 27, 
1942, which stay included the requirements relating to the $354,784.38, and 
ordered licensee to show cause, in writing, why the requirements of the order 
relating to the $354,784.33 should not be made effective and enforced; 

(d) In response thereto, and as a part of its answer, licensee on January 
27, 1943, filed a certified copy of its journal entry voucher No. 9557 showing 
charges of $529.48 and $128,827.23 (a total of $129,356.71) to Account 142, 
preliminary survey and investigation charges—Yale, and to Account 271, 
earned surplus, respectively; and a credit of $129,356.71 to Account 100, 
utility plant, purportedly in partial compliance with the requirements of the 
Commission’s order of October 27, 1942. With respect to the $354,784.33, how- 
ever, licensee, in effect, restated the averments of its application for rehearing; 
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(e) On December 7, 1948, the United States Circuit Court of Appeals for 
the Third Circuit affirmed the Commission’s order in project No. 487 (Penn- 
sylvania Power & Light Company v. Federal Power Commission, 139 F. 2d 
445) and certiorari was denied by the Supreme Court of the United States 
(321 U. S. 798) ; 

Upon consideration of the response filed by licensee on January 16, 1943, 
and of the decision referred to in paragraph (e) hereof, the Commission finds 
and determines that: 

(1) Licensee has not shown good cause why the provisions of the Commis- 
sion’s order of October 27, 1942, relating to the $354,784.33 should not be made 
effective and enforced ; 

(2) The accounting disposition of the sum of $129,356.71, as reflected in 
licensee’s journal entry voucher No. 9557 is in accordance with and in partial 
compliance with the requirements of the order of October 27, 1942; 

(3) The stay of paragraphs (A) to (F), inclusive, of the order of October 
27, 1942, should be dissolved and the requirements thereof made effective 
and enforced to the extent that licensee has not complied therewith ; 

The Commission orders that: 

(A) The stay of paragraphs (A) to (F), inclusive, of the order of October 
27, 1942, granted by order entered December 29, 1942, is hereby dissolved ; 

(B) Within 60 days from service of this order licensee comply with the 
accounting disposition specified in the order of October 27, 1942, to the extent 
that it has not already done so and execute and submit to the Commission 
Form No. 7 (old No. 76) showing compliance. 


Order modifying order of July 25, 1941, determining actual 
legitimate original cost and prescribing accounting therefor 


Alabama Power Company 


(Project No. 349) 






October 17, 1945 


Upon consideration of the opinion and judgment of the United States Circuit 
Court of Appeals for the Fifth Circuit in Alabama Power Company vy. Federal 
Power Commission, 134 F. 2d 602; 

The Commission finds and determines that: 

(1) Of the bonus payment of $57,746.75, the traveling expenses of O. G. 
Thurlow in the amount of $7,989.65 and of Carl James in the amount of $3,- 
111.50, all of which were claimed by Alabama Power Company (“licensee”) 
as a part of the actual legitimate original cost of project No. 349, and dis- 
allowed in the Commission’s opinion In the Matter of Alabama Power Com- 
pany, 2 F.P.C. 432, 41 P.U.R. (N.S.) 449, (overhead exceptions Nos. 1, 6 and 
7, 2 F.P.C. 445), $12,357.18 is a part of the actual legitimate original cost, as 
of December 381, 1927, of project No. 349; 

(2) Bonuses or additional compensation in the amount of $24,448.45 and 
special payments to employees in the amount of $7,799.70 claimed by licensee 
as part of the actual legitimate original cost of project No. 349 and disallowed 
in the Commission’s opinion in this matter (exception Nos. 33 and 34, 2 F.P.C. 


450) are a part of the actual legitimate original cost, as of December 31, 
1927, of project No. 349; 
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(3) An amount of $70,000, claimed by licensee as a cost of the right to flood 
lands and disallowed in Commission’s opinion in this matter (exception No. 44, 
2 F.P.C. 451-452) is a part of the actual legitimate original cost, as of De- 
cember 31, 1927, of project No. 349; 

(4) An amount of $2,100, representing a 3% general adminstrative expense 
on the $70,000 referred to in paragraph (3) above, should be included as part 
of the actual legitimate original cost, as of December 31, 1927, of project No. 
849, in accordance with similar allowances on licensee’s other direct project 
charges (exception No, 15, 2 F.P.C. 447) ; 

(5) An amount of $1,775.22, representing an additional allowance of interest 
on that portion of the amounts herein found to be part of the actual legiti- 
mate original cost of project No. 349, which were expended during the in- 
terest period, is a part of the actual legitimate original cost, as of December 
31, 1927, of project No. 349 (exception No. 16, 2 F.P.C. 442-443) ; 

(6) The actual legitimate original cost of project No. 349, as of December 
31, 1927, is $15,328,091.73 as shown in column (4) of Table A hereof, con- 
sisting of $15,209,611.18 referred to in paragraph (1) of the Commission’s 
order of July 25, 1941, and $118,480.55 being the total of the amounts herein- 
above found to be part of such cost ; 

(7) The amount of $2,233,188.02, as shown in column (5) of Table A 
hereof, is not part of the actual legitimate original cost of project No. 349 
as of December 31, 1927, being the difference between the amount of $2,351,- 
668.57 referred to in paragraph (2) of the order of July 25, 1941, and the 
$118,480.55 referred to in paragraph (6) hereof; 

The Commission orders that: 

(A) Paragraph (A) of the Commission’s order of July 25, 1941, be and it is 
hereby modified to read as follows: 

The licensee establish and maintain control accounts with reference to this 
project, as actual legitimate original cost as of December 31, 1927, a total 
debit balance of $15,328,091.73, which sum is a total of the amounts listed in 
column (4) under the heading “allowed,” in table A of the Commission’s modi- 
fying order dated October 17, 1945, said Table A being in substitution for the 
table appearing as part of the order of July 25, 1941; 

(B) Paragraph (B) of the Commission’s order of July 25, 1941, be and it 
is hereby modified to read as follows: 

The licensee establish and maintain subsidiary accounts showing and sub- 
stantiating all entries in such control accounts and classifying the total for 
plant in appropriate detail and in accordance with the provisions of the Com- 
mission’s Uniform System of Accounts Prescribed for Public Utilities and 
Licensees, revised to December 31, 1936; 

(C) Paragraph (G) of the Commission’s order of July 25, 1941, be and it 
is hereby rescinded ; 

(D) Paragraph (H) of the Commission’s order of July 25, 1941, be and it 
is hereby modified to read as follows: 

The licensee remove from this project’s accounts and transfer to Account 
271, earned surplus, the sum of $2,161,300.98, which sum is the total of the 
amounts appearing in column (1) of table A of the Commission’s modifying 
order dated October 17, 1945; 

(E) Paragraph (J) of the Commission’s order of July 25, 1941, be and it 
is hereby rescinded ; 

(F) Within 60 days after the date of service of this order, licensee comply 
with the order of July 25, 1941, as modified hereby, and execute and submit 


to the Commission FPC Form No, 7 (Old No, 76) showing such compliance. 
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Order granting permission under balance sheet accounts instruction 6-—E 
to amortize charges associated with bonds refunded and bonds to be 
refunded, and denying amortization of preferred stock expenses 
by charges to income deductions 


Pennsylvania Power Company 
«(Docket No. IT-5967) 
October 24, 1945 






































Upon consideration of the application of Pennsylvania Power Company 
(hereinafter called “‘applicant”) filed September 21, 1945, for permission under 
balance sheet accounts instruction 6—-E of the Commission’s Uniform System of 
Accounts Prescribed for Public Utilities and Licensees to amortize charges 
associated with bonds refunded and bonds to be refunded, and for permission 
to amortize preferred stock expenses by annual charges to income deductions ; 
and 

It appearing to the Commission that: 

(a) Applicant proposes to issue $9,793,000 of first mortgage bonds of a 
series bearing interest not to exceed 2%%% and maturing 30 years from their 
date. Proceeds from such bonds, plus $800,000 to be obtained from bank loans, 
$600,000 to be contributed to the applicant’s common stock equity by Ohio 
Edison Company (parent of the applicant) and other cash from the applicant’s 
treasury are to be applied to the following purposes: 





To provide funds for the redemption on December 1, 1945, of $87,- 
000 principal amount, and on December 31, 1945, of $6,281,000 
principal amount, of first mortgage bonds, 344% series of 1936, 
due 1961, at 100% and 105144% of the principal amount, respec- 
tively, which, exclusive of accrued interest, will require _..__--- $6,697,752 
To provide funds for the redemption on December 1, 1945, of $25,- 
000 principal amount, and on December 31, 1945, of $1,800,000 
principal amount, of first mortgage bonds, 4% series of 1936, due 
1961, at 100% and 1054%4% of the principal amount, respectively, 
which, exclusive of accrued interest will require ........--- _- 1,919,500 
To provide funds for the construction of a new 35,000 kilowatt 
turbo-generator and boiler unit at the applicant’s New Castle 
steam-electric generating plant, and additional transmission fa- 
cilities, at: an. estimated...cost of | so uisubee ss eeeeun lin 3,200,000 


OE ceteneme end eee na eee e neti deeaa nme eneannmatanta 11,817,252 








(6) The redemption premiums and unamortized debt discount and expense 
relating to the bonds to be refunded and bonds previously refunded as to 
which the application pertains are as follows: 


Relating to bonds presently to be refunded : 
First mortgage bonds 314% series of 1936: 
sweeten premitein <a $329,752 
Unamortized debt discount and expense as of July 
First morfgage bonds, 4% series of 1986: 
UEIIUS, PIII ns eiieicnssdeenannnies- egestas danas 94,500 
Unamortized debt discount and expense as of July 
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Relating to previously refunded bonds: . 
First mortgage 5% gold bonds, redeemed in 1936, un- 
amortized balance of redemption premium and debt 
discount and expense as of July 31, 1945 231,492 


Total amount to be disposed of 682,715 


| 

(c) Applicant proposes to dispose of $682,715, above, by application of es- 
timated savings of $377,064 in Federal and State taxes on income made pos- 
sible by the refunding transactions, and amortization of the remainder of 
$305,651 over a 5% year period or less by charges to income deductions; 

(d) Applicant contemplates the replacement of its presently outstanding 
$5 preferred stock without par value by an equal number of shares of new 
preferred stock having a par value of $100 per share and a-dividend rate not 
to exceed 414% per annum. To obtain this replacement of the presently out- 
standing preferred stock, applicant proposes to exchange shares of the new 
stock for shares of the $5 preferred stock on a share-for-share basis, subject 
to a right of rejection if less than 85% of the shares are offered for exchange; 
to pay a cash dividend adjustment to holders of the $5 preferred stock who 
exchange their stock; and to redeem at $107.50 the shares of $5 preferred 
stock not exchanged; 

(e) Applicant intends to charge earned surplus with the dividend adjust- 
ments on exchanges of preferred stock and the redemption premiums on the 
preferred stock redeemed and proposes to amortize by charge to income de- 
ductions, over a 51%4 year period or less, the estimated amount of $53,000 for 
expenses of obtaining acceptances.of the exchange offer and issuance of the 
new preferred stock ; 

(f) Balance sheet accounts instruction 6-E of the Commission’s Uniform 
System of Accounts provides that unamortized debt discount and expense and 
redemption premiums be charged to Account 414, miscellaneous debits to 
surplus, when long-term obligations are refinanced and redeemed by another 
issue before the date of maturity of the first issue, unless permission of the 
Commission be obtained to amortize such amounts over a period subsequent 
to the date of redemption ; 

(g) Account 151, capital stock expense, of the Commission’s Uniform Sys- 
tem of Accounts provides that amortization of capital stock expenses be 
charged to Account 414, miscellaneous debits to surplus ; 

(h) Notice of the application was given to the regulatory commission of 
the State of Pennsylvania in which state applicant operates. The Pennsyl- 
vania Public Utility Commission has authorized amortization of the redemp- 
tion premiums and unamortized debt discount and expense on bonds to be 
refunded and bonds refunded and of the estimated capital stock expenses in 
the amounts specified in paragraphs (b) and (e) above, in the manner pro- 
posed by the applicant in this proceeding ; 

The Commission finds that: 

(1) Applicant owns and operates facilities for the transmission and sale 
at wholesale of electric energy in interstate commerce and by reason of its 
ownership and operation of such facilities is a public utility within the mean- 
ing of that term as used in the Federal Power Act; 

(2) Disposition of the redemption premiums and unamortized, debt discount 
and expenses relating to bonds refunded and bonds to be refunded of $682,715, 
described in paragraph (b) above, by application thereto of estimated tax 
savings and amortization of the remainder over a 5% year period or less, by 








APPENDIX—ORDERS 1091 



















































charges to income deductions, is a reasonable disposition under the cireum- 
stances ; 

(3) Good and sufficient cause has been’shown why permission of the Com- 
mission should be granted as hereinafter provided for exemption from the 
provisions of balance sheet accounts instruction 6-E of the Uniform System 
of Accounts; 

(4) The required accounting under the Uniform System of Accounts with 
respect to amortization of capital stock expense is that the annual charges be 
made to Account 414, miscellaneous debits to surplus, rather than to income 
deductions ; 

(5) Sufficient cause has not been shown to permit an exemption from the 
provisions of the Uniform System of Accounts as proposed by the applicant 
in paragraph (e) above; 

The Commission orders that: 

(A) Permission is hereby granted applicant to dispose of redemption pre- 
miums and unamortized debt discount and expenses on bonds refunded and 
bonds to be refunded in the amount of $682,715 by charging Account 531, 
amortization of debt discount and expense, with $377,064 for estimated saving 
in Federal and State taxes on income made possible by the refunding trans- 
actions, and by amortizing the remainder of $305,651 over a 514 year period 
from date of sale of the new bonds, by equal monthly charges to Account 531; 
provided, however, that the applicant may accelerate the amortization of the 
$305,651 if it shall desire to do so; 

(B) Permission is denied for amortization of capital stock expenses of 
$53,000 described in paragraph (e), above, over a 51% year period by charges 
te income deductions; such amortization, instead, is to be charged to Account 
414, miscellaneous debits to surplus; 

(C) The permission granted herein is for accounting purposes only and shall 
not be construed as a finding with respect to the reasonableness of such amor- 
tization charges should such an issue arise in any proceeding affecting the 
rates, charges, practices, rules, regulations, or operations or tariffs of the 
applicant. 


Order issuing certificate of public convenience and necessity 
Michigan Consolidated Gas Company 
(Docket No. G-353) 


October 31, 1945 





Michigan Consolidated Gas Company, a Michigan corporation having its 
principal place of business at Detroit, Michigan, hereinafter referred to as 
“applicant,” filed its application on May 8, 1942, and amendments thereto on 
July 1, 1942, and June 7, 1943, for a certificate of public convenience and 
necessity pursuant to section 7(c) of the Natural Gas Act, as. amended, tu 
authorize the continuation of the operations, subject to the Commission’s 
jurisdiction, in which it has been bona fide engaged on February 7, 1942, and 
subsequent thereto; 

It appears to the Commission that: 

(a) Applicant owns and operates, among other facilities, the following 
natural-gas transmission pipelines in the State of Michigan: (1) Natural-gas 
transmission pipelines extending from Melvindale, Wayne County, to Detroit, 
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Dearborn, and 8 other cities, 11 villages and 9 townships in Wayne and Mon- 
roe Counties; and (2) a natural-gas transmission pipeline extending from a 
point near Carleton, Monroe County, in a general northwesterly direction to 
Ann Arbor and other communities in Washtenaw County. Among other opera- 
tions, applicant purchases from Panhandle Eastern Pipe Line Company (suc- 
cessor to Michigan Gas Transmission Corporation) natural gas which is pro- 
duced in Texas, Kansas and other States and transported to the aforemen- 
tioned point of commencement in Wayne County of applicant’s lines first 
above-described and to the aforementioned point of commencement in Monroe 
County of applicant’s line last above-described, from which respective points 
applicant transports the gas to said communities in Wayne, Monroe and Wash- 
tenaw Counties for sale for ultimate public consumption. In the above-de- 
scribed operations, the flow of natural gas from Texas, Kansas and other 
States to the points of distribution in Michigan is continuous and uninter- 
rupted, and such operations constitute an established course of business; 

(b) Appropriate notice of the application has been duly given and pub- 
lished in Volume 7, Federal Register, pages 4003-4011, and no protest has 
been filed thereto ; 

The Commission finds that: 

(1) Applicant is engaged in the transportation of natural gas in interstate 
commerce, and is a “natural-gas company” within the meaning of the Natural 
Gas Act; 

(2) On February 7, 1942, applicant was bona fide engaged in transportation 
of natural gas, subject to the jurisdiction of this Commission, over routes and 
in the manner described in its application, as amended, and exhibits attached 
thereto, and has so operated since that time; 

(3) The application was duly made to the Commission within ninety days 
after February 7, 1942 (the effective date of section 7(c) amended), and com- 
plies with the Commission’s regulations as to form and content ; 

The Commission, therefore, orders that: 

(A) A certificate of public convenience and necessity be and it hereby is 
issued to Michigan Consolidated Gas Company authorizing its continued 
operation of its facilities, which were in bona fide operation on February 7, 
1942, and have been so operated since then, as described in its application, as 
amended, for the transportation of natural gas, subject to the jurisdiction of 
this Commission ; 

(B) This certificate shall not be transferable, and its issuance is without 
prejudice to the authority of this Commission, or any other regulatory body, 
with respect to rates, contracts, service, accounts, valuation, estimate or deter- 
mination of cost, or any other matter whatsoever now pending or which may 
come before this Commission, or any other regulatory body, and nothing here- 
in shall be construed as an acquiescence by this Commission in any estimate or 
determination of cost, or any valuation of property claimed or asserted; 

(C) Nothing herein is to be construed as affecting in any manner the deter- 
mination of applicant’s service area under section 7(f) of the Natural Gas Act; 

(D) This certificate shall be effective as long as applicant continues the 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act, as amended, and any pertinent rules, regulations or orders hereto- 
fore or hereafter issued by the Commission ; 

(E) Appropriate evidence of the issuance of this certificate shall be fur- 
nished to applicant. 
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Order allowing rate schedules to take effect 


















































City of Detroit, Michigan and County. of Wayne, Michigan v. Panhandle 
Eastern Pipe Line Company and Michigan Gas Transmission Corporation ; 
Panhandle Eastern Pipe Line Company, Michigan Gas Transmission 
Corporation, and Illinois Natural Gas Company 


(Docket Nos. G—200, G—207) 


November 2, 1945 





It appears to the Commission that: 
(a) By its opinion and accompanying interim order of September 23, 1942, 
3 F.P.C, 273, 45 P.U.R. (N.S.) 208, the Commission directed Panhandle Eastern 
Pipe Line Company (Panhandle), and its subsidiaries, Michigan Gas Trans- 
mission Corporation and Illinois Natural Gas Company, to reduce their rates 
and charges for or in connection with the transportation and sale of natural 
gas in interstate commerce for resale for ultimate public consumption so as 
to reflect, when applied to such 1941 transportation and sales, “a reduction 
of not less than $5,094,384 per annum below their 1941 consolidated gross 
operating revenues.” The interim order directed Panhandle and its subsidi- 
aries to file, on or before October 15, 1942, new schedules of rates and charges, 
effective as to all bills regularly rendered on and after November 1, 1942, re- 
flecting the reduction in rates and charges ordered, and reserved to the Com- 
mission the right to reject all or any part of such new rate schedules and, 
in lieu thereof, to prescribe other schedules by further order ; 

(b) On November 18, 1942, Panhandle and its subsidiaries filed a petition 
in the United States Circuit Court of Appeals for the Eighth Circuit for re- 
view of the Commission’s interim order of September 23, 1942. Upon appli- 
cation of Panhandle, the court entered an order on December 7, 1942, staying 
the Commission’s order of September 23, 1942, which stay provided, among 
other things, that: 

“The monthly difference between payments to petitioners (Panhandle and 
its subsidiaries) under existing rates or arrangements and those required 
under the order of the Commission shall be promptly paid over to John G. 
Hughes of Kansas City, Missouri, as the custodian of this court, not later than 
the twenty-fifth of the succeeding month, to be held by him for the benefit of 
the ultimate consumers or of petitioners as in this litigation may be deter- 
mined entitled thereto” ; 

(c) On June 6, 1944, the Court of Appeals for the Eighth Circuit rendered 
its opinion affirming the Commission’s order and, pending final determination of 
the case, retained jurisdiction over the funds impounded. On July 28, 1944, 
Panhandle filed a petition for a writ of certiorari in the Supreme Court of 
the United States. The Supreme Court, by orders of November 13, 1944, and 
January 3, 1945, granted the writ but limited the scope of review, and on 
April 2, 1945, affirmed the decision of the Court of Appeals for the Eighth 
Circuit and sustained the Commission’s interim order of September 23, 1942. 
Panhandle Eastern Pipe Line Company, et al. v. Federal Power Commission, 
et al., 324 U. S. 635; 

(d@) On May 26, 1945, Panhandle tendered certain rate schedules for filing 
in purported compliance with the Commission’s interim order of September 
23, 1942. The Commission advised Panhandle by letter dated July 31, 1945, 
that the proposed rate schedules.tendered for filing were “not acceptable.” 
Thereafter on September 12, 1945, Panhandle submitted revised schedules of 
proposed rates and charges for filing in purported compliance with the Com- 
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mission’s interim order of September 23, 1942, and the Commission by its 
order of September 14, 1945, directed that a public hearing be held on Septem- 
ber 24, 1945, with respect to (1) whether the revised rate schedules tendered 
for filing on September 12, 1945, should be allowed to take effect in whole or 
in part, and (2) whether all or any part of such revised rate schedules should 
be rejected, and the Commission in lieu thereof should prescribe other rate 
schedules. The hearing was limited to matters relating to proper rates which 
would comply with the Commission’s interim order of September 23, 1942; 

(e) The rate schedules tendered for filing by Panhandle on September 12, 
1945, provide rates as follows: 


Western Zone Central Zone Eastern Zone 


Texas and Missouri and Indiana, Ohio 
Kansas Illinois and Michigan 


¢ per therm ¢ per therm ¢ per therm 


Bomteths: i. css. 
Excess over base load 
Interruptible 


The interruptible rate set forth applies to gas sold by Panhandle for resale 
to industrial consumers subject to curtailment or interruption when such gas 
is needed to meet the requirements of customers receiving service under classi- 
fications contemplating an uninterruptible supply of gas; 

(f) Notice of the hearing to be held on September 24, 1945, was given to 
all parties as well as all customers of Panhandle, all public authorities who 
had indicated an interest in the proceeding and to the public generally by 
publication of the Commission’s order of September 14, 1945, in the Federal 
Register (Vol. 10, page 11911) on September 19, 1945; 

(9g) Accordingly, such public hearing was held beginning on September 24, 
1945, and ending on September 26, 1945. All parties were given full oppor- 
tunity to be heard with respect to the reasonableness and propriety of the 
revised rate schedules tendered for filing in purported compliance with the 
Commission's interim order of September 23, 1942.1 Evidence was adduced at 
such public hearing which demonstrated that the proposed rates effected a 
reduction of approximately $5,110,000 when applied to Panhandle’s 1941 op- 
erations and sales as compared with the reduction of $5,094,384, provided in 
the Commission’s order of September 23, 1942. At such hearing, Panhandle 
presented testimony in support of the proposed rate schedules, but no evidence 
or testimony was offered in criticism of the proposed rates either as to form 
or substance. However, Kentucky Natural Gas Corporation contended that it 
should be billed at the Central zone rate instead of the Eastern zone rate, 
and offered testimony in support of such contention ; 

(h) The evidence offered on the question raised by Kentucky Natural Gas 
Corporation (Kentucky Natural) shows that it originally purchased gas from 
Panhandle just east of the Ilinois-Indiana State line; that by contract with 
the Michigan Gas Transmission Corporation (Michigan) gas so purchased 
was transported eastward by Michigan approximately 12 miles to the vicinity 
of Michigan’s Montezuma compressor station in Clark County, Indiana, about 

1On October 16, 1945, counsel for the City of Detroit filed a written motion to re- 
open the hearing, although such counsel and counsel for all other parties and inter- 
veners had full opportunity to present testimony and evidence regarding the proposed 
rate schedules at the September 24—26, 1945, hearing. \ 
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23 miles north of Terre Haute, Indiana, where it was delivered to Kentucky 
Natural; that under such contract Kentucky Natural obligated itself to pay a 
flat annual transportation charge to Michigan of $7,000 during the first year 
and increasing ultimately to $12,000 per annum; that the facilities of Michigan 
have been subsequently acquired by Panhandle, and since such acquisition 
Panhandle has continued to collect annually from Kentucky Natural the trans- 
portation charges provided in the contract between Michigan and Kentucky 
Natural, which during the last several years was $12,000 per year; that the 
Illinois-Indiana state line is the dividing line between the Eastern zone rates 
and the Central zone rates provided in the proposed rate schedules; that Pan- 
handle under such rate schedules proposes to cancel the annual transportation 
charge of $12,000 per year and charge Kentucky Natural the Eastern zone 
rates provided in the rate schedules under consideration; and to deliver the 
gas to Kentucky Natural at a point near Panhandle’s Montezuma compressor 
station some 12 miles east of the Indiana-Illinois boundary; and that the rates 
which Panhandle proposes to charge Kentucky Natural are the rates which 
Panhandle proposes to charge all other Indiana customers purchasing gas for 
resale for ultimate public consumption. The Vice-President and Treasurer 
of Kentucky Natural, who appeared as a witness on behalf of his company, 
admitted that at no time had his company purchased gas from Panhandle 
at any location outside the State of Indiana ; 

(i) On October 22, 1945, Panhandle submitted supplements to its effective 
rate schedules on file with the Commission, said supplements embodying the 
rates shown in the schedules tendered for filing on September 12, 1945, with 
certain changes in terms and conditions designed to meet certain objections 
raised at the September 24-26, 1945, hearing. Such supplements are shown 
in appendix A hereto attached and made a part hereof, and by their terms 
are effective as to all bills regularly rendered on and after November 1, 1942, 
with the exceptions that the present rate of 1.5¢ per therm for “off-peak gas” 
sold to Public Service Company of Indiana, Inc., is to be charged on billings 
for “off-peak gas” subsequent to November 1, 1942, and prior to November 1, 
1945, and that the rate of 1.6c per therm for excess gas delivered to The Ohio 
Fuel Gas Company between October 1, 1942, and May 1, 1943, shall be effec- 
tive for that period ; 

Upon consideration of the orders previously entered in these proceedings and 
the evidence adduced at such hearings, including the hearing on September 
24-26, 1945, the Commission finds that: 

(1) The rate schedules tendered for filing by Panhandle and designated as 
supplements to existing rate schedules on file with the Commission, as de- 
tailed in appendix A hereto, when applied to the 1941 operations and sales of 
Panhandle, provide a reduction in annual revenue in excess of $5,094,384 per 
annum as provided in the Commission’s opinion and interim order of Septem- 
ber 23, 1942, supra, are in substantial compliance with said opinion and order 
and with the provisions of the Natural Gas Act, and should be accepted for 
filing, as hereinafter ordered ; 

(2) Kentucky Natural Gas Corporation purchases gas from Panhandle in 
the State of Indiana, and the proposed rates for the Eastern zone, referred 
to in paragraph (e), above, are appropriately applicable to the purchases of 
natural gas in that State by Kentucky Natural Gas Corporation ; 

(3) Counsel for the City of Detroit have presented no valid or justifiable 
reasons for reopening the hearing with respect to the propriety of the rate 
schedules tendered for filing by Panhandle in compliance with the Commis- 
sion’s interim order of September 23, 1942, and said motion to reopen should 
be denied, as hereinafter ordered ; 


679357—46—72 
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The Commission orders that: 

(A) The supplements to its rate schedules tendered for filing by Panhandle 
Eastern Pipe Line Company on October 22, 1945, and more particularly de- 
scribed in the appendix A hereto attached and made a part hereof, be and 
the same hereby are accepted for filing in compliance with the Commission’s 
opinion and interim order of September 23, 1942, supra; 

(B) The supplements to rate schedules referred to in paragraph (A), above, 
be and the same are hereby made effective as to all bills regularly rendered on 
and after November 1, 1942; 

(C) The motion of the City of Detroit to reopen the hearing of September 
24-26, 1945, in the above-docketed matter for further consideration of the rate 
schedules filed by Panhandle to comply with the Commission's order of Sep- 
tember 23, 1942, be and the same is hereby denied ; 

(D) This order is without prejudice to any findings or orders which may 
be made by the Commission in any proceedings now pending or hereafter in- 
stituted by or against Panhandle; 

(E) The record herein shall remain open for such further proceedings as 
the Commission may deem necessary or desirable to effectuate the purposes of 
the Natural Gas Act and conclude the inquiry and investigation interrupted 
by litigation after the entry of its interim order of Sepember 23, 1942, and 
jurisdiction in this matter is hereby retained by the Commission for the 


entry of such other and further orders as may be necessary or appropriate 
in the premises. 
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Appendix A 


Wepgemnt Rate schedule 
No. F.P.C. No. Purchaser 


Michigan Consolidated Gas Co. 
Kentucky Natural Gas Corporation 
The Ohio Gas Light & Coke Co. 
Central States Natural Gas Co., Inc. 
Michigan Consolidated Gas Co. 


The Toledo Edison Company 
Missouri Power & Light Company 
Citizens Gas Co. of Hannibal 
City of Fulton, Missouri 
Interstate Gas Company 


The Central West Utility Co. 
Bowling Green Gas Co. 

Interstate Gas Co. 

Missouri Utilities Co. 

National Utilities Co. of Michigan 


The American Gas Co. 

Missouri Edison Co. 

Pendleton Natural Gas Co. 

The Ohio Fuel Gas Co. 

Indiana Gas Distribution Corp. 


Lynn Natural Gas Co. 
Central Natural Gas Corp. 
Town of Roachdale 

Town of Lapel 

Town of Montezuma 


Town of Pittsboro 
Indiana-Ohio Public Service Co. 
Consumers Power Co. 

Battle Creek Gas Co. 

Citizens Gas Fuel Co. 


Western Ohio Public Service Co. 
Greenfield Gas Co., Inc. 

Cities Service Gas Co. 
Richmond Gas Corp. 

The Albion Gas Light Co. 


The East Ohio Gas Co. 
Citizens Gas Co. 

City of Pittsfield 

Central Illinois Light Co. 
Illinois Iowa Power Co. 








City of Roodhouse 
Central Illinois Public Service Co. 
City of White Hall 
Central Illinois Electric & Gas Co. 
Village of Morton 


Central Indiana Gas Co. 
Central Indiana Gas Co. 
Central Indiana Gas Co. 
Central Indiana Gas Co. 
Kokomo Gas & Fuel Co. 


Northern Indiana Public Service Co. 
Public Service Co. of Indiana 
Public Service Co. of Indiana 
Publie Service Co. of Indiana 
Public Service Co. of Indiana 


The Ohio Fuel Gas Co. 
Missouri Western Gas Co. 
The Ohio Fuel Gas Company 
Central Indiana Gas Co. 
The Ohio Fuel Gas Co. 


The Ohio Fuel Gas Co. 
The Ohio Fuel Gas Co. 
Interstate Gas Company 
Louisburg Gas Company 
Gas Service Company 
Prairie Pipe Line Company 


*® Also supersedes FPC No. 78. 
» Also supersedes FPC No. 11. 
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Order denying petitions for rehearing and stay 


Central Illinois Public Service Company, Petitioner v. Panhandle Eastern 
Pipe Line Company and Kentucky Natural Gas Corporation, Respondents 
Kentucky Natural Gas Corporation 


(Docket Nos. G-394, G-—630) 
November 2, 1945 


Upon consideration of the petitions filed in this consolidated proceeding on 
October 4 and October 29, 1945, respectively, by Kentucky Natural Gas Corpo- 
ration (Kentucky Natural) for rehearing and stay of the Commission’s order 
of September 7, 1945, supra, p. 1043, requiring interconnection of facilities and 
issuing a certificate of public convenience and necessity ; and 

It appearing to the Commission that: 

(a) Kentucky Natural, in its petition of October 4, 1945, requested (1) 
that it be granted a rehearing of the Commission’s order of September 7, 
1945, and (2) that it be permitted to file a brief in support of such petition 
and to present oral argument before the Commission sitting en banc; 

(b) Kentucky Natural, in its petition filed October 29, 1945, requests a 
stay of the Commission’s order of September 7, 1945, to permit oral argument 
and the filing of a brief with respect to its petition for rehearing; 

The Commission finds that: 

No new facts or principles of law have been presented or alleged in such 
petitions for rehearing and stay which would justify a reversal, revision or 
stay of the Commission’s order of September 7, 1945; 

The Commission orders that: 

The said petitions be and the same are hereby denied. 


Order issuing certificate of public convenience and necessity 
The River Gas Company 
(Docket No. G-—295) 
November 2, 1945 


The River Gas Company, a West Virginia corporation having its principal 
place of business at Clarksburg, West Virginia, hereinafter referred to as 
“applicant,” filed its application on May 5, 1942, for a certificate of public 
convenience and necessity pursuant to section 7(c) of the Natural Gas Act, 
as amended, to authorize the continuation of the operations, subject to the 
Commission’s jurisdiction, inewhich it has been bona fide engaged on February 
7, 1942, and subsequent thereto ; 

It appears to the Commission that: 

(a) Applicant owns and operates, among other facilities, natural-gas pipe- 
line systems located in Ohio, and engages in the purchase, transportation and 
sale of natural gas for ultimate public consumption in that State. Applicant 
transports natural gas produced in West Virginia, which it purchases from 
Hope Natural Gas Company at various points on the Ohio-West Virginia State 
line, and sells such gas for domestic, commercial and other uses. In the above- 
described operations, the flow of natural gas from West Virginia to points 
of distribution in Ohio is continuous and uninterrupted, and such operations 
constitute an established course of business ; 
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(b) Appropriate notice of the application has been duly given and published 
in Volume 7, Federal Register, page 4010, and no protest has been filed thereto; 

The Commission finds that: ie 

(1) Applicant is engaged in the transportation of natural gas in interstate 
commerce and is a “natural-gas company” within the meaning of the Natural 
Gas Act; 

(2) On February 7, 1942, applicant was bona fide engaged in the transporta- 
tion of natural gas, subject to the jurisdiction of this Commission, over routes 
and in the manner described in its application and exhibits attached thereto, 
and has so operated since that time; 

(3) The application was duly made to the Commission within ‘ninety days 
after February 7, 1942 (the effective date of section 7(c), amended), and 
complies with the Commission’s regulations as to form and content ; 

The Commission, therefore, orders that: 

(A) A certificate of public convenience and necessity be and it hereby is 
issued to The River Gas Company authorizing its continued operation of its 
facilities which were in bona fide operation on February 7, 1942, and have 
been so operated since then, as described in its application, for the transporta- 
tion of natural gas, subject to the jurisdiction of this Commission ; 

(B) This certificate shall not be transferable and its issuance is without 
prejudice to the authority of this Commission, or any other regulatory body, 
with respect to rates, contracts, service, accounts, valuation, estimate or deter- 
mination of cost, or any other matter whatsoever now pending or which may 
come before this Commission, or other regulatory body, and nothing herein 
shall be construed as an acquiescence by this Commission in any estimate or 
determination of cost, or any valuation of property claimed or asserted; 

(C) Nothing herein is to be construed as affecting in any manner the deter- 
mination of applicant’s service area under section 7(f) of the Natural Gas Act; 

(D) This certificate shall be effective as long as applicant continues the 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act, as amended, and any pertinent rules, regulations or orders hereto- 
fore or hereafter issued by the Commission ; 

(E) Appropriate evidence of the issuance of this certificate shall be fur- 
nished to applicant. 


Order granting in part and dismissing in part application for 
certificate of public convenience and necessity 


Northern Natural Gas Company 
(Docket No, G-533) 
November 6, 1945 


It appears to the Commission that: 

(a) On March 24, 1944, Northern Natural Gas Company (applicant) filed an 
application, subsequently amended, for a certificate of public convenience and 
necessity under section 7 of the Natural Gas Act, as amended, to authorize 
the construction and operation of the following-described facilities for the 
transportation and sale of additional volumes of natural gas to Iowa Electric 
Light and Power Company (lowa Electric) for use as boiler fuel at the latter’s 
Boone, Iowa, electric generating plant: 

(1) Approximately 0.7 mile of 414-inch O.D. natural- -gas pipe line, together 
with appurtenances thereto, extending from a point of interconnection with 
applicant’s 10-inch Ames lateral line, said point approximately 1,400 feet west 
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and 730 feet south of the northeast corner of Sec. 4, T. 83 N., R. 26 W., 
Boone County, Iowa, in a northerly direction to the measuring station situated 
approximately 865 feet east of the center of Sec. 33, T. 84 N., R. 26 W., Boone 
County, Iowa; 

(2) A measuring station and one 6-inch orifice meter run and one 10’ x 14’ 
building, together with appurtenances thereto, to be located at the terminus of 
the aforesaid pipe line; . 

(b) Pursuant to the Commission’s orders dated May 11 and May 27, 1944, 
appropriate notice of which was given, including notice to the regulatory 
commissions in the States in which applicant operates, this proceeding was 
consolidated for purposes of hearing with three other applications filed by 
applicant in decket Nos. G-501, G-535 and G—539, and a public hearing was 
held thereon commencing June 5, 1944, and continuing through June 8, 1944, 
in Chicago, Illinois. No State commission filed a protest to the application or 
appeared at the hearing; 

(c) Several railroads and representatives of coal and labor interests were 
permitted to intervene and participated in the hearing. Certain of the inter- 
veners' filed briefs in this matter, contending inter alia that it would be in- 
consistent with the public interest to permit the use of natural gas as boiler 
fuel where adequate supplies of coal are available for such use, and opposing 
the granting of the application. Orally at the hearing, and in writing on 
June 21, 1944, applicant moved to dismiss the petitions of such interveners 
to intervene in these proceedings, which petitions had theretofore been granted 
by the Commission ; 

(d) On June 15, 1944, the Commission granted applicant temporary au- 
thorization to construct and operate the facilities described in paragraph (a) 
above. The operation of such facilities was thereby limited, however, to the 
delivery of natural gas to Iowa Electric solely for operation of pilot burners, 
ignition purposes and as emergency standby in case of breakdown of coal- 
handling and coal-burning equipment at the latter’s Boone electric generating 
plant. This authorization was granted without prejudice to further Com- 
mission action in this proceeding ; 

(e) Applicant, a Delaware corporation having its principal place of business 
in Omaha, Nebraska, is engaged, among other operations, in the transportation 
of natural gas produced in the States of Texas and Kansas, and in the sale of 
such gas for resale for ultimate public consumption in the States of Kansas, 
Nebraska, Iowa, Minnesota and South Dakota by means of its interconnected 
pipe line system located in such States. The facilities referred to in para- 
graph (a) above have been constructed and are integral parts of such system ; 

(f) Iowa Electric is engaged in the distribution of electricity and gas in 
several Iowa cities. For several years, Iowa Electric has purchased natural 
gas from applicant for enriching manufactured gas and for resale as straight 
natural gas. In its generation of electric energy, Iowa Electric operates 
several generating plants using coal principally for fuel. One of such plants 
is located in the City of Boone and has been operated since 1911, using coal 
exclusively for fuel. In 1944, the installation of a new high-pressure boiler 
was completed at the Boone plant. Upon the commencement of the operation 
of the new boiler, it was proposed to discontinue the use of the five old boilers 
at this plant. The new boiler is designed for the use of coal, oil or natural 
gas and any or all of such fuels or any proportion thereof may be used effi- 


1Central Illinois Coal Operators Committee, Coal Trade Association of Indiana, 
Illinois Coal Traffic Bureau, Iowa Railways Association, National Coal Association, 
United Mine Workers of America, and Order of Railway Conductors, et al. 
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ciently. Hither oil or gas is required for pilot lighting if coal is used as fuel.’ 
Although coal has been used satisfactorily during the existence of the Boone 
plant and abundant supplies of coal are available within a radius of 50 to 75 
miles from Boone, Iowa, Iowa Hlectriec proposes to use natural gas as fuel for 
the new boiler. The use of gas at the Boone plant would displace approxi- 
mately 30,000 tons of coal annually; 

(g) It is to meet such fuel requirements that the facilities here involved are 
proposed to be uséd at this time. The maximum day and the annual gas re- 
quirements of the Boone plant are estimated to be 3,852 M.c.f. and 750,000 
M.c.f., respectively. Such deliveries are proposed to be made under a contract 
dated February 19, 1943, providing for the sale by applicant to Iowa BHlectric 
of the latter’s natural-gas requirements ; 

(kh) The evidence clearly shows that, if Iowa Electric were permitted 
only to use natural gas for the purposes set forth in the Commission’s tem- 
porary authorization referred to above, the Boone plant could be operated 
successfully with coal; 

(i) Applicant also presented evidence indicating that the facilities referred 
to in paragraph (a) above could be used by it to sell additional quantities of 
natural gas to Iowa Electric so that the latter could distribute straight natu- 
ral gas in the City of Boone in place of the mixed gas it now serves. Although 
such a change in service has been authorized by a city ordinance adopted 
March 2, 1944, the record shows that neither applicant nor Iowa Electric in- 
tends that such proposed service should commence until some time after the 
termination of the war when the materials required by Iowa Electric to 
adapt its own facilities and those of its customers to the use of natural gas 
are readily available. By reason of the uncertainty and indefiniteness of such 
plan, the pertinent data and information with respect to such proposed service 
were not presented as required by the Commission’s rules and regulations. 
Moreover, the evidence further shows that no application has been filed for 
any increased sale of natural gas to Iowa Electric other than at the Boone 
power plant and that the quantity of natural gas proposed to be sold (750,000 
M.c.f. annually) is for the exclusive use of such plant; 

The Commission, having considered the application as amended and the 
record thereon with respect to the matters involved ahd the issues presented, 
finds that: 

(1) Applicant is engaged in the transportation and sale of natural gas in 
interstate commerce for resale for ultimate public consumption and is, there- 
fore, a “natural-gas company” within the meaning of the Natural Gas Act, as 
heretofore found by the Commission in its order entered on April 6, 1948, in 
In the Matter of Northern Natural Gas Company, docket No, G—280, 3 F. P. C. 
967 ; 

(2) The facilities described in paragraph (a) above are proposed to be used 
for the transportation of natural gas, subject to the jurisdiction of the Com- 
mission, as integral parts of applicant’s existing pipe line system, and are 
subject to the requirements of subsections (c) and (e) of section 7 of the 
Natural Gas Act, as amended ; 

(3) The record does not contain a sufficient showing that the proposed 
transportation and service of natural gas to Iowa Electric for use by the 
latter at its Boone plant as boiler fuel is or will be required by the present 
or future public convenience and necessity. The evidence, however, does show 
a need for the operation of the proposed facilities Hmited to the uses re- 


2Iowa Electric uses oil for pilot lighting at its Cedar Rapids, Iowa, plant, the 
largest on its system, even though gas is readily available for use at such plant, 
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ferred to by the Commission in its temporary authorization granted on June 
15, 1944; 

(4) It is appropriate and in the public interest that the application, as 
amended, in this proceeding be dismissed insofar as it seeks permission to 
operate the facilities described in paragraph (a) for the delivery of natural 
gas by applicant to Iowa Electric for use by the latter as boiler fuel at its 
Boone electric generating plant, and that the temporary auhorization hereto- 
fore granted in this matter on June 15, 1944, be made permanent as herein- 
after ordered ; 

(5) Applicant’s motion to dismiss the petitions to intervene in these pro- 
ceedings should be denied ; 

The Commission orders that: 


(A) The temporary authorization granted applicant on June 15, 1944, to 
construct and operate the facilities described in paragraph (a) above is hereby 
made permanent subject to the terms and conditions of this order. The opera- 
tion of such facilities is limited, however, to the delivery of natural gas to 
Iowa Electric solely for operation of pilot burners, ignition purposes and as 
emergency standby in case of breakdown of coal-handling and coal-burning 
equipment at the latter’s Boone electric generating plant ; 

(B) The application, as amended, insofar as it seeks authorization to oper- 
ate the facilities described in paragraph (a) above for the delivery of natural 
gas by applicant to Iowa Electric for use by the latter as boiler fuel at its 
Boone Electric generating plant is dismissed without prejudice ; 

(C) Nothing contained in this order, however, is to be construed to prevent 
applicant from filing an appropriate application with this Commission for 
authority to operate the facilities herein authorized in order to sell additional 
quantities of natural gas to Iowa Electric for distribution by the latter in 


the City of Boone, Iowa, in place of the mixed gas presently served by it. 


Order dismissing petition 
City of Louisville, Kentucky v. Kentucky West Virginia Gas Company 
(Docket No. G—640) 


November 6, 1945 


Upon consideration of the petition of the City of Louisville, Kentucky, re- 
questing the Commission to institute, on its own motion, an investigation, under 
section 5(b) of the Natural Gas Act, to determine the cost of production and 
transportation of natural gas sold by Kentucky West Virginia Gas Company 
to Louisville Gas and Electric Company of Kentucky for resale to ultimate 
consumers in the City of Louisville and to make said determination avail- 
able to the Public Service Commission of Kentucky ; and 

It appearing to the Commission that: 

(a) The gas with respect to which the investigation and determination 
have been requested is produced, transported and consumed within the State 
of Kentucky ; 

(b) Section 5(b) of the Natural Gas Act provides that the Commission, 
upon its own motion, or upon the request of any State commission, may in- 
vestigate and determine the cost of the production or transportation of, natu- 
ral gas by a “natural-gas company” in cases where the Commission has no 


authority to establish a rate governing the transportation or sale of such 
natural gas; 
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(c) The Natural Gas Act does not contemplate an investigation and de 
termination under section 5(b) of the cost of production and transportation 
of natural gas which is not transported in interstate commerce ; 

(d) All or part of the data required for the determination requested by the 
City of Louisville will be available as a result of this Commission’s investiga- 
tion pending in docket No. G-—635 under section 5(a) and related sections of 
the Natural Gas Act, of the rates, charges and classifications of Kentucky West 
Virginia Gas Company subject to the Commission's jurisdiction, insofar as the 
same may be material and relevant to such investigation ; 

The Commission finds that: 

(1) The Commission has no jurisdiction under section 5(b) to investigate 
and determine the cost of production and transportation of the natural gas 
as requested by the City of Louisville; 

(2) The petition should be dismissed, as hereinafter ordered ; 

The Commission orders that: 

The petition of the City of Louisville for an investigation, upon this Com- 
mission’s own motion, under section 5(b) to determine the cost of production 


and transportation of natural gas as aforesaid, be and the same is hereby 
dismissed. 


Order reopening proceedings, consolidating proceedings 
and fixing date of hearing 


Hope Natural Gas Company, New York State Natural Gas Corporation, The 
Manufacturers Light and Heat Company, Manufacturers Gas Company 
United Fuel Gas Company, Home Gas Company, 

Dempseytown Gas Company 


(Docket Nos. G-507, G-508, G-510, G-516, G-519, G-670) 


November 9, 1945 


It appears to the Commission that: 

(a) By the Commission’s opinion and accompanying order entered April 
26, 1944, in docket Nos. G-—507, G-508, G-510, G-516, and G—519, supra, p. 59, 
Hope Natural Gas Company (“Hope”) and New York State Natural Gas 
Corporation (“New York State Company”) were authorized to construct and 
operate the following-described facilities : 

(1) Approximately 18 miles of 12%-inch natural-gas transmission pipeline 
extending from Hope’s Hastings Compressor Station in Wetzel County, West 
Virginia, to the West Virginia-Pennsylvania State boundary line near Hundred, 
Wetzel County, West Virginia, an two additional steam-engine-driven com- 
pressors at Hope’s Hastings Compressor Station aggregating 4,000 horsepower, 
with an additional boiler and auxiliary equipment (docket No. G—507) ; 

(2) Approximately 127 miles of 12%4-inch natural-gas transmission pipeline 
extending from a point of connection with the pipeline described in paragraph 
(a)(1) on the boundary line between Green County, Pennsylvania, and 
Wetzel County, West Virginia, in a northeasterly direction to a terminal 
point in Limestone Township, Clarion County, Pennsylvania (docket No. 
G-—508) ; 

(b) Paragraph (C) of the aforesaid order of April 26, 1944, provides as 
follows: 

“(C) Until further order of the Commission, the facilities herein authorized 
shall be operated exclusively for the purpose of enabling Hope Natural Gas 
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Company and New York State Natural Gas Corporation to supply the natural- 
gas requirements of the following-named customers of New York State Natu- 
ral Gas Corporation in accordance with the terms and provisions of existing 
contracts covering the sale and delivery of such requirements, limited, how- 


ever, to the maximum annual quantities of natural gas set forth in the fol- 
lowing tabulation : 








| Annual volume 
(M.c.f.) 












New York State Electric and Gas Corporation 1,900,000 








COUeENEEE SUUPOT SUE” UU” UNC IIR  n o  rererane hemes 3,300,000 
upline Gon apd Duds Oo. APSs basiscide ak kc de ded ucis—-sunnics ae Sith | 303,750 
I i I il 592,750 
North Penn Gas Company and Allegany Gas Company-_----~---------- | 1,581,250 





Penn-York Natural Gas Corporation 





1,718,000 











(c) On October 8, 1945, Dempseytown Gas Company (“Dempseytown”), 
docket No. G—670, filed with the Commission an application for a certificate 
of public convenience and necessity pursuant to section 7 of the Natural Gas 
Act, as amended, to authorize the construction and operation of approximately 
9.19 miles of 4-inch pipeline extending from a point on the existing 12-inch 
pipeline of New York State Natural Gas Corporation in Limestone Township, 
Clarion County, Pennsylvania, to a point of connection with an existing 5-inch 
pipeline of Dempseytown in Monroe Township, Clarion County, Pennsylvania. 
The facilities proposed would be utilized by Dempseytown for the purpose of 
transporting natural gas which would be purchased from New York State 
Natural Gas Corporation and selling such gas at wholesale and retail in 
the counties of Clarion, Venango and Forest, all within the State of Penn- 
sylvania; 

(d) On October 16, 1945, New York State Natural Gas Corporation, docket 
No. G—508, filed with the Commission an application for a certificate of public 
convenience and necessity pursuant to section 7 of the Natural Gas Act, as 
amended, for authority to deliver and sell to Dempseytown Gas Company ap- 
proximately 304,000 M.c.f. of natural gas per year which would be trans- 
ported through the facilities authorized by the order of the Commission dated 
April 26, 1944, in docket No. G-508. New York State Company, in its applica- 
tion, requests the Commission to modify paragraph (C) of the aforesaid order 
of April 26, 1944, hereinbefore quoted, so as to permit the delivery and sale 
of natural gas to Dempseytown Gas Company ; 

(e) On October 11, 1945, New York State Natural Gas Corporation, docket 
No. G-—508, filed with the Commission a petition requesting modification of the 
limitation imposed by paragraph (C) of the aforesaid order of April 26, 1944, 
insofar as it pertains to the sale and delivery of natural gas to Empire Gas 
and Fuel Company. New York State Company requests that the limitation be 
modified in such manner as to permit it to increase from 303,750 M.c.f. to at 
least 669,000 M.c.f. the maximum annual quantity of natural gas deliverable 
to Empire Gas and Fuel Company ; 

(f) The present limitation of 308,750 M.c.f. on the maximum annual quan- 
tity of natural gas deliverable by New York State Company to Empire Gas 
and Fuel Company is the total of the daily deliveries provided for in New 
York State Natural Gas Corporation rate schedule FPC No. 19; that is, 1,000 
M.c.f. per day during the months of January through April and 750 M.c.f. per 
day during the other eight months of each year. On September 6, 1945, New 
York State Company entered into a supplemental agreement with Empire Gas 
and Fuel Company which provides for the delivery of an additional quantity 
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of 1,000 M.c.f. of natural gas each day after January 1, 1946. The supple- 
mental agreement further provides that December deliveries beginning De- 
cember 1, 1945, are to be 1,000 M.c.f. per day instead of 750 M.c.f., and April 
deliveries are to be 750 M.c.f. instead of 1,000 M.c.f. ; 

(g) On October 30, 1945, Hope Natural Gas Company, docket No. G-—507, 
filed with the Commission a petition requesting modification of the limitation 
imposed by paragraph (C) of the aforesaid order of April 26, 1944, in such 
manner as to permit Hope to sell and deliver to New York State Company 
such additional quantities of natural gas as will enable the latter to meet the 
requirements of Dempseytown Gas Company and the additional requirements 
of Empire Gas and Fuel*Company hereinbefore referred to. Hope further re- 
quests the Commission to modify the limitation imposegi by paragraph (C) of 
the aforesaid order of April 26, 1944, in such manner as to permit Hope to 
supply the natural gas requirements of New York State Company in accordance 
with the terms and provisions of an agreement of November 1, 1943, between 
the companies, Hope Natural Gas Company rate schedule FPC No. 9, and up 
to the maximum quantity therein specified, 14,000,000 M.c.f. per year ; 

The Commission finds that: 

(1) It is necessary and appropriate in the public interest that the record 
in the proceedings docketed as In the Matters of Hope Natural Gas Company, 
et al., Docket Nos. G-507, G-508, G-510, G-516, and G-519, be reopened for 
the purpose of taking evidence with respect to the matters involved and the 
issues presented (1) by the application of New York State Natural Gas Cor- 
poration, docket No. G-—508, filed October 16, 1945, for a certificate of public 
convenience and necessity to authorize the sale and delivery of natural gas 
to Dempseytown Gas Company, and (2) by the several petitions of New York 
State Natural Gas Corporation, docket No. G-508, and Hope Natural Gas 
Company, docket No. G-507, filed October 11 and October 30, 1945, respec- 
tively, requesting modification of paragraph (C) of the Commission’s afore 
said order of April 26, 1944; 

(2) The reopened proceedings referred to in paragraph (1) hereof may 
present substantially similar issues and facts as those presented in connec- 
tion with the application of Dempseytown Gas Company, docket No. G—670, 
filed October 3, 1945, and referred to in paragraph (c) hereof, and good 
cause exists for consolidating the proceedings for purpose of hearing thereof; 

The Commission orders that: 

(A) The record in the proceedings docketed as In the Matters of Hope 
Natural Gas Company, et al., docket Nos, G-507, G-508, G-510, G-516, and 
G-519 be and it is hereby reopened for the purpose of taking evidence with 
respect to the matters involved and the issues presented (1) by the applica- 
tion of New York State Natural Gas Corporation, docket No. G—508, filed 
October 16, 1945, for a certificate of public convenience and necessity to au- 
thorize the sale and delivery of natural gas to Dempseytown Gas Company, 
and (2) by the several petitions of New York State Natural Gas Corporation, 
docket No. G-—508, and Hope Natural Gas Company, docket No. G-—507, filed 
October 11 and October 30, 1945, respectively, requesting modification of 
paragraph (C) of the Commission’s aforesaid order of April 26, 1944; 

(B) The reopened proceedings be consolidated for purpose of hearing with 
the proceeding docketed as In the Matter of Dempseytown Gas Company, 
docket No. G—670; 

(C) A public hearing be held in the consolidated proceedings on November 
26, 1945, at 10:00 am., in the Council Chambers of City Building, Port 
Allegany, Pennsylvania ; 
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(D) All interveners in the proceedings docketed as In the Matters of Hope 
Natural Gas Company, et al., docket Nos. G-507, G-508, G-510, G-516, and 
G-519 may participate in the reopened and consolidated proceedings in ac- 
cordance with leave heretofore granted by the Commission ; 

(E) Interested State commissions may participate in said hearing as pro- 
vided in section 67.4 of the Provisional Rules of Practice and Regulations 
under the Natural Gas Act. 


Order denying applications for leave to take depositions 
Reynosa Pipe Line Company 
(Docket Nos. G-—595, G—596) 


November 9, 1945 





Upon consideration of the applications filed September 6, 1945, by Reynosa 
Pipe Line Company (applicant) for orders to take the depositions of Olin 
Culberson, Ernest O. Thompson, and Beauford Jester, members of the Rail- 
road Commission of Texas, in the city of Austin, Texas; and 

It appearing to the Commission that: 

(1) Under the provisions of the Natural Gas Act the testimony of a witness 
may be taken at the instance of a party in any proceeding that is at issue, 
upon notice, without an order of this Commission ; 

(2) By telegrams dated January 20, 1945, and January 25, 1945, the mem- 
bers of the Texas Railroad Commission were granted permission to participate 
at the hearing in these matters and to confer with the Commission in rela- 
tion thereto, in accordance with the cooperative procedure with State commis- 
sions as contemplated by the Natural Gas Act and the Provisional Rules of 
Practice and Regulations thereunder ; 

(3) The issuance of an order to take the depositions of the members of 
the Railroad Commission of Texas in these proceedings would be inappropri- 
ate under the Natural Gas Act, the cooperative agreement between this Com- 
mission and the National Association of Railroad and Utilities Commissioners 
with respect to proceedings under the Act, and the Commission’s Provisional 
Rules of Practice and Regulations under the Act, all of which provide for 
intervention and participation of interested State commissions ; 

The Commission orders that: 

The applications filed by applicant for leave to take depositions be and the 
same are hereby denied. 


Order modifying and amending certificate of public convenience and necessity 


United Gas Pipe Line Company 





(Docket No, G—622 


November 9, 1945 





Upon consideration of the supplemental application filed October 1, 1945, by 
United Gas Pipe Line Company (applicant) requesting amendment of the 
certificate of public convenience and necessity issued by the Commission July 
5, 1945, in the above-entitled docket, to authorize the transportation and sale 
of additional quantities of natural gas and the construction and operation of 
necessary facilities incidental thereto, as hereinafter described ; 
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It appears to the Commission that: 

(a) By the Commission’s opinion and accompanying order entered July 5, 
1945, in docket No, G—622, supra, p. 307,:United Gas Pipe Line Company (ap- 
plicant) was authorized to construct and operate the following-described fa- 
cilities: 

(1) Approximately 143 miles of 24-inch O.D. natural-gas transmission pipe- 
line beginning at a gasoline plant to be constructed by applicant in the 
Carthage gas field near Carthage, Panola County, Texas, and extending in an 
easterly direction to a point of connection with Tennessee Gas and Transmis- 
sion Company's existing main 24inch natural-gas transmission line at the 
latter’s Monroe, Louisiana, compressor station, thence in a northeasterly di- 
rection to a point of connection with applicant’s existing pipeline facilities 
in the Monroe gas field at applicant’s Sterlington compressor station, together 
with appurtenant facilities, including three measuring stations and a parallel 
telephone line ;* 

(2) Approximately 4%4 miles of 18-inch outside diameter natural-gas trans- 
mission pipeline beginning at the gasoline plant of The Chicago Corporation in 
the Carthage gas field and extending to a point of connection with the above- 
described 24-inch pipeline at the discharge side of applicant’s proposed gaso- 
line plant in the Carthage field, together with appurtenant facilities, including 
a gas measuring station and a parallel telephone line ; 

(b) The Commission's aforesaid order of July 5, 1945, authorized applicant 
to: (1) transport for Tennessee Gas and Transmission Company (Tennessee 
Company), by means of the above-described facilities, a maximum of 114,000 
M.c.f. of natural-gas per day (subject to further order of the Commission) 
from the Carthage field in Texas to Tennessee’s Monroe, Louisiana, com- 
pressor station, and (2) transport for the duration of the war emergency 
period by means of such facilities a maximum of 65,000 M.c.f. of natural gas 
per day (subject to further order of the Commission) from the Carthage field 
in Texas to the Monroe field area in Louisiana for service to customers pres- 
ently being served by applicant ; 

(c) The supplemental application of October 1, 1945, requests the Com- 
mission to amend or supplement its order of July 5, 1945, in docket No. G-622 
so as to authorize applicant: 

(1) To transport through the Carthage-Sterlington pipeline quantities of 
natural gas equivalent to the requirements of Memphis Natural Gas Company 
(Memphis) of natural gas produced from sources other than the Monroe Gas 
Field in Louisiana, for delivery and sale to its present customers, such de- 
liveries to be made until the Memphis Lisbon Line, hereinafter referred to in 
paragraph (f) is completed, or until November 1, 1946, whichever is earlier; 

(2) To transport through the Carthage-Sterlington pipeline quantities of 
natural gas for delivery and sale to Southern Natural Gas Company (South- 
ern) natural gas in the amounts required to fulfill applicant’s obligations 
under a contract of September 7, 1945; 

(3) To transport through the Carthage-Sterlington pipeline quantities of 
natural gas for delivery and sale to Mississippi River Fuel Corporation (Mis- 
sissippi) natural gas in the amounts required to fulfill applicant’s obligations 
under a contract of Setpember 7, 1945; 

(4) To transport through the Carthage-Sterlington pipeline quantities of 
natural gas for delivery and sale to United Gas Corporation in the amounts 


1 Such facilities are hereinafter referred to as the “Carthage-Sterlington pipeline.” 
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necessary to meet the requirements of the town of Calhoun, in Ouachita Parish, 
Louisiana, and various farm tap customers along the route of the pipeline 
in Texas and Louisiana ; 

(5) Construct and operate the following-described facilities : 

(i) For the delivery of gas to United Gas Corporation for resale at Cal- 
houn, Louisiana—approximately eight-tenths (0.8) mile of pipeline, 2 inches 
in diameter, with appurtenant connections, valves and measuring station. 
Also connections to serve farm tap consumers along the route of the line; 

(ii) For the delivery of gas to Southern Natural—approximately 1,700 feet 
of pipeline, 16 inches in diameter, extending from the terminus of applicant’s 
Sterlington-Perryville pipeline to the point of delivery to Southern Natural 
in the Monroe field known as that company’s Logansport Receiving Station; 
and a metering station at such point of delivery ; 

(iii) The installation of three check metering stations, at or near the site 
of its Sterlington, Louisiana, compressing station, to measure the gas de- 
livered from the Carthage-Sterlington pipeline into applicant’s other. lines; 

(d) Pursuant to the Commission’s order of October 17, 1945, and after 
appropriate notice thereof, including notice to the regulatory commissions 
in the States in which applicant operates, the record in the above-docketed 
proceeding was reopened and a public hearing was held in this matter com- 
mencing October 24, and concluding on October 26, 1945. The only interveners 
who entered an appearance in this proceeding were Metropolitan Eastern 
Corporation, the National Coal Association and United Mine Workers of 
America. However, neither of such interveners actively participated in the 
hearing.” 

(e) Applicant sells natural gas at wholesale in the Monroe field to three- 
major pipeline companies, namely, Mississippi River Fuel Corporation, Mem- 
phis Natural Gas Company, and Southern Natural Gas Company. The three 
companies are supplied with gas by a “producers group” consisting of ap- 
plicant, Interstate Natural Gas Company, Inc., its affiliate, Hope Producing 
Company, Southern Carbon Company, and United Carbon Company, in ac- 
cordance with contracts whereby each producer furnishes a certain portion of 
the requirements of such pipeline companies ; 

(f) Memphis was issued a certificate of public convenience and necessity by 
the Commission on November 21, 1944, to construct and operate a 20-inch 
natural-gas transmission pipeline of approximately 4914 miles extending from 
the North Lisbon gas field to its Guthrie compressor station in the Monroe 
gas field in Louisiana. This line’ was to transport natural gas for Memphis 
as well as natural gas for applicant. This order was appealed to the courts 
and affirmed. By reason of this appeal, construction has not been started on 
the Lisbon Line thus creating an emergency condition by reason of the inabil- 
ity of Memphis to meet its customers’ peak-day requirements ; 

(g) Applicant proposes to meet this emergency by the transportation of 
natural gas for Memphis by means of its pipeline extending from Sarepta to 
its Sterlington compressor station in the Monroe gas field in Louisiana; pro- 
vided, that the Commission authorize a like volume of natural gas to be 
transported from the Carthage gas field in Texas through applicant’s Carthage- 
Sterlington pipeline to meet sales to its present customers that are now re- 





2Interveners National Coal Association and United Mine Workers of America filed 


a statement for the record indicating their views with respect to the supplemental 
application. 


* Known generally as the “Lisbon Line.” 
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ceiving their supply through the Sarepta-Sterlington pipeline. This volume 
is estimated to be 8,500,000 M.c.f., and this arrangement will be terminated 
upon the completion of the Lisbon Line. In 1944, Memphis received its en- 
tire supply of gas, totaling 30,157,121 M.cf., from the Monroe gas field of 
which United furnished 6,095,981 M.c.f. ; 

(h) In 1944, Southern’s total natural gas supply to meet its requirements 
amounted to 69,666,873 M.c.f. Of this amount, 45,855,115 M.c.f. originated 
in the Monroe gas field and 23,811,758 M.c.f. in the Logansport gas field. Ap- 
plicant’s contract with Southern provided that it supply 30.375% of Southern’s 
requirements in the Monroe gas field and in 1944 this amounted to 21,000,061 
M.c.f. Under the present proposal, applicant will furnish 26% of Southern’s 
total requirements of which it is estimated that 19,008,000 M.c.f. per year will 
be supplied from the Carthage gas field; 

(i) In 1944, Mississippi’s total natural gas supply amounted to 47,959,877 
M.c.f. Of this amount, 35,520,044 M.c.f. originated in the Monroe gas field 
and 12,439,833 M.c.f. in the Rodessa gas field. Applicant’s contract with Mis- 
sissippi provides that it furnish 40% of Mississippi’s total requirements. In 
1944, this totaled 20,208,157 M.c.f. of which 7,768,324 M.c.f. came from the 
Monroe gas field. Under the present proposal beginning in 1946, applicant 
will furnish its 40% from the Carthage gas field, estimated to be 18,470,000 
M.c.f. Mississippi, by the terms of its new contract with applicant, may de- 
mand additional natural gas up to 100% of its requirements ; 

(j) Applicant proposes to transport and sell to the United Gas Corporation, 
its parent, natural gas for delivery to the town of Calhoun, Louisiana, and 
to various farm taps along the Carthage line, estimated to be 13,550 M.c.f. per 
year. In obtaining the right-of-ways for the Carthage-Sterlington pipeline, 
applicant agreed to render this service if and when authorized to do so by 
’ the Commission ; 

(k) In addition to the transportation heretofore authorized for Tennessee 
Gas and Transmission Company, applicant’s estimates disclose that by the end 
of the fifth year an annual volume of 45,669,550 M.c.f. per year with peak-day 
deliveries of 172,020 M.c.f. of natural gas from the Carthage gas field will be 
required to be transported through the Carthage-Sterlington pipeline and sold 
to meet the requirements of its present customers now served by reason of the 
decline of its natural-gas supply in the Monroe gas field ; 

(lt) The granting of this application will furnish a new source of supply 
for applicant’s existing customers as its reserves in the Monroe gas field de- 
cline, and applicant contemplates the use of its Carthage-Sterlington pipeline 
to that end, other than the transportation, heretofore authorized, of 114,000 
M.c.f. of natural gas per day for Tennessee Gas and Transmission Company ; 

(m) The estimated peak-day requirements of natural gas to be transported 
to applicant’s present customers, together with the transportation authorized 
for Tennessee Gas and Transmission Company, leaves an excess transportation 
capacity for the Carthage-Sterlington pipe-line of 24,000 M.c.f. per day for 
which utilization applicant has not submitted any proposal ; 

(n) The Commission in its opinion supra, pointed out that applicant’s 
natural-gas reserves in the Carthage gas field under firm contract were 1,000,- 
000,000 M.c.f. which now have been increased by additional firm contracts to 
1,985,583,000 M.c.f. The reserves now under contract to applicant are equiva- 
lent to 30 years’ supply at the proposed rate of withdrawal, and in addition, 
applicant is presently negotiating for additional reserves in the Carthage gas 
field ; 
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(o) Applicant is financially able to construct and operate the proposed 
additional facilities ; 

‘‘he Commission, having considered the supplemental application, the record 
thereon with respect to the matters involved, and the issues presented, jinds 
that: 

(1) Applicant is engaged in the transportation of natural gas in interstate 
commerce and in the sale in interstate commerce of natural gas for resale for 
ultimate public consumption and is, therefore, a “natural-gas company,” within 
the meaning of the Natural Gas Act as hevetofore found by the Commission 
in its order, among others, entered on July 5, 1945, in the above docket; 

(2) The proposed transportation and saie of natural gas and the proposed 
facilities described in paragraph (c) (5), above, are subject to the jurisdiction 
of the Commission and to the requirements of subsections (c) and (e) of 
section 7 of the Natural Gas Act, as amended ; 

(3) Applicant is able and willing properly to do the acts and perform the 
service proposed, and to conform to the provisions of the Natural Gas Act 
and the requirements, rules and regulations of the Commission thereunder ; 

(4) The public convenience and necessity requires the construction and 
operation by applicant of the proposed facilities referred to in paragraph (c) 
(5), above, and the transportation of .a maximum of 172,000 M.c.f. of natural 
gas per day through the Carthage-Sterlington pipeline for sale to customers 
presently being served by applicant; 

The Commission orders that: 

(A) The certificate of public convenience and necessity heretofore issued to 
United Gas Pipe Line Compuny by the Commission’s order of July 5, 1945, be 
and it is hereby modified and amended as follows: 

(1) By revising paragraph (A) (3) of the order of July 5, 1945, as follows: 

“Transport by means of the proposed facilities a maximum of 172,000 M.c.f. 
of natural gas per day (subject to further order of the Commission) from the 
Carthage. gas field in Texas to the Monroe gas field area in Louisiana for 
service to customers presently being served by applicant.” 

2) By adding to such order a new paragraph (A) (4) to read as follows: 

“Construct and operate the proposed facilities referred to in the supplemental 
application filed herein on October 1, 1945, and as more fully described in 
paragraph (c)(5) of the Commission’s order of November 9, 1945, amending 
and modifying this order.” 

(3) By adding to such order a new paragraph (A) (5) to read as follows: 
“Sell and deliver natural gas to United Gas Corporation for resale by the 
latter to meet the requirements of the town of Calhoun, Louisiana, and faru 
tap customers.” 


Order determining actual legitimate original cost 
and prescribing accounting therefor 


Carolina Power & Light Company 
(Project No. 432) 
November 27, 1945 


The Commission, having under consideration the determination of the actual 
legitimate original cost of the initial project, as of February 28, 1931, and the 
property additions thereto for the period from March 1, 1931, to December 31, 
1932, both inclusive, of project No. 432, Carolina Power & Light Company, 
licensee ; and 
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It appearing to the Commission that: 
(a) The cost claimed by licensee originally for the initial project as of 
February 28, 19381, is the sum of $13,764,856.51, to which an item of taxes 
omitted from the claim in the amount of $299.33 was added by the staff, mak- 
ing an aggregate for the initial project of $13,765,155.84 ; 

(b) The cost claimed for the period from March 1, 1931 to December 31, 1932, 
both inclusive, amounts to $133,663.45, of which $108,315.24 represents de- 
layed charges applicable to the initial project and $25,348.21 represents the 
cost of property changes during said period ; 

(c) The total cost considered for said project, as of December 31, 1932, 
aggregates $13,898,819.29, of which $13,873,471.08 is applicable to the initial 
project and $25,348.21 is applicable to property changes during the period 
from March 1, 1931, to December 31, 1932, both inclusive; 

(d) Licensee’s accounts and records pertaining to said project were audited 
and examined by the staff, as well as a field examination made of the project 
works, and a report thereon prepared and duly served upon licensee, to which 
protest was filed and a hearing held as to the initial project ; 

(e) The testimony and documentary evidence submitted at said hearing 
were insufficient for a determination of the cost of said initial project, and 
thereafter, pursuant to a reexamination of licensee’s records by the staff, 
a revised report embracing the initial project and the property changes therein 
to December 31, 1982, was prepared and served upon licensee and protest thereto 
seasonably filed, including, among other things, a request for a conference in ad- 
vance of any hearing; 

(f) Of the aggregate of $13,898,819.29 claimed as the cost of the project as 
of December 31, 1982, the revised staff report suspended $2,816,453.98 and 
recommended for approval $11,082,365.31 ; 

(g) Of the $2,816,453.98 suspended for the consideration of the Commission 
in said revised report, the staff recommended the allowance of $773,685.10 
thereof as project cost, the disallowance of $569,649.83, and reserved $1,473,- 
119.05, the total claimed for interest during construction, pending the fixing 
of the construction period and determination of the propriety of the charges 
upon which the interest claim was based, the rate of interest to be allowed 
and the method of computation thereof ; 

(h) Pursuant to authorization granted, a pre-hearing conference was held 
in which representatives of the licensee and members of our staff participated ; 

(i) A stipulation embodying the results of the aforesaid conference, duly 
executed by the participants therein, was formally filed in the record of this 
case for the disposition of the total of $13,898,819.29 of claimed cost as of 
December 31, 1932, as follows: $11,856,050.41 for allowance as project costs; 
$26,107.81 for disallowance; $548,542.02, covering certain charges to Electric 
Bond and Share Company and Phoenix Utility Company to be reserved; and 
$1,473,119.05, interest to be reserved, with the recitation, however, of the 
agreed-upon construction period, the rate of interest agreed upon, and the 
method of calculating the same; 

(j) By the stipulation, the items aggregating the $543,542.02 reserved 
therein, were reserved pending the judicial determination of issues involving 
the same character of items and charges in Pennsylvania Power & Light Com- 
pany v. Federal Power Commission, No. 8107, United States Circuit Court of 
Appeals for the Third Circuit ; 
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(k) The decision in that case, rendered December 7, 1948 (139 F. 2d 445) 
affirmed the orders of this Commission there under review, and petition for 
certiorari was denied by the United States Supreme Court on April 10, 1944, 
and no petition for rehearing was filed (321 U. S. 798) ; 

The Commission finds and determines that: 

(1) The stipulation referred to above, filed January 5, 1944, hereby is ap- 
proved ; 

(2) The period of construction of the project was from November 1, 1924, 
to June 30, 1930, both inclusive ; 

(3) A reasonable allowance for interest on project costs during the period 
of construction, i.e., from November 1, 1924, to June 30, 1930, both inclusive, 
is at the rate of 6% per annum, computed monthly upon the accumulated total 
of net approved project costs (other than interest) as of the first day of the 
month of computation plus one-half of the net approved project cost (other 
than interest) for the month of computation, or a total of $1,292,535.30; 

(4) The total of $13,148,585.71 listed in column (4) under the heading 
“allowed” in the tabulation designated as Table A, appended hereto and made 
a part hereof, of which $13,128,274.09 represents cost of the initial project 


represents cost of net project property changes from March 1, 1931, to Decem- 
ber 31, 1932, inclusive, is the actual legitimate original cost of project No. 432 
as of December 31, 1932; 

(5) The amounts totaling $750,233.58 listed in column (5) in said Table A, 
under the heading “disallowed” do not constitute a part of the actual legiti- 
mate original cost of project No. 432 as of December 31, 1932, and said amounts 
totaling $750,233.58 are disallowed ; 

The Commission orders that: 

(A) Licensee establish and maintain control accounts with reference to this 
project showing a total debit balance in its plant accounts of $13,148,585.71 
(being the total of amounts listed in column (4) under the heading “allowed” 
in said Table A) as the actual legitimate original cost of this project as of De- 
cember 31, 1932, segregated to show a total of $13,128,274.09 as the cost of 
the initial project as of February 28, 1931, and $20,311.62 as the cost of net 
property additions from March 1, 1931, to December 31, 1932, inclusive; 

(B) Licensee establish and maintain subsidiary accounts showing and sub- 
stantiating all entries in such control accounts and classifying the total in 
appropriate detail and in accordance with the provisions of the Commission's 
Uniform System of Accounts Prescribed for Public Utilities and Licensees 
effective January 1, 1937; 

(C) Licensee remove from project plant accounts and transfer to Account 
No. 110, other physical property, the amount of $14,999.00 listed in column 
(6) under the heading “other physical property” in said Table A; 

(D) Licensee remove from project plant accounts and charge to Account 
No. 258.3, capital reserve for adjustments of plant accounts, the amounts 
totaling $735,234.58 listed in column (7) under the heading “capital surplus 
reserve” in said Table A, insofar as it has not already done so; 

(E) Within ninety (90) days of service of this order, licensee comply with 
this order and execute and submit to the Commission FPC Form No. 7 (old 
Form No. 76) in appropriate detail in accordance with paragraphs (A) to 
(D) above, inclusive, showing such compliance. 





a 
es) 
a 
t 
‘a 
— 
a 
Zz 
i) 
Qu 
a, 
<4 


82° $80'T 
80°ce 
ST'SPT'L6 
TLSto'é 
(88°66z ) 
GL°E8s'08sT 


($b'L62‘8Z1) 
ToO'Ol9 
L6CIUT 
6z'ZT9'S 
oe" LLY 


09°092'F% 
$e'S9T'S 


29" 13a 
66°SFL'T 


| 
GU'SPI'L 
[Leo's 
(8°66 ) 
GL°ESS'O8T 


(8162821) 
10019 
LOCIL'T 

ZcL9'ct 
Of LLP 


09 09L‘EZ 
FE Sol's 
00°666'FT 
Z8°006 
E9 TSS 
66°SFL'T 


00° 00s 3 
(es"c6e's) 
| oe 600" 866 
i FO0'T 
ST E96's 
6L°082'S2T 
LO'T9S‘0Ss 


oe ces 
Fo TT9'S9 


\(2e" LLO‘9ST 


00° eres 


00'S T'08 


| 
| 
j 
| 
| 


| 


) 


| 





00°009 
00°00¢°% 
\(E8°c6E*c) * 
00°000° S62. 
02 °6c0'T 
LE'9lo's 
9Z'S10'F 
inn wad 
82 CLO FCS 
(€£°66z) aD 
CO'6LT'ELF'T 
bo LL9‘S9 
|(OLELE*F8S) 
10'0T9 
LOTILT 
6619" ct 
C LLP 
20° 06L 
00°E Lz‘ 
09 O9L'ES 
FE So's 
00°666'FT 
‘006 
2O°1SS 
66°CFL'T 
00° CZT'08 


06 FEE'CS 
86° 666 





“SOFEC SEL 


69°980'S 


_66°L6T'082 _ 


60°FE0'TS 
06'E9T ‘6298 


(2) 


wv SAAIOSOI 
snidins 
Teqidep 


ones 
aonrsodstp 


00° 666 ‘$1 


one ‘ 
_00°666'F 


4,10d01d 
jeorssqd 
1230 





sureyt yo 
uyUNnoDOIyY 


eser ‘Tg 4aquacegq fo sv eet 





"So OGL 
‘980'¢ 
66" 
60'FEO'TS | | 
O6'CIT FEDS | 


(¢) 


PeMol[[BVsiqd 


i 


IL°C8e'Stl 
Z9'TTE'0G 
60°FLZ'8I 
CT'I8a‘L¢ 
$6°266'0L0 


(#) 


PeMOILV 


7 
i 


| 
4! 


‘eT$ | 





sjyunoUury 


_ 62618868 EL 


IZ'8FE'cz 
SO'TLEELS‘ST_ 


#2 'STE‘SOL 
PS"CCTcoLl‘st$ 


(€) 


peseplsu0g 


"ON 00f04q 97211403 DM 9Y2 [0 7800 pauunzo fo uo1pisodsig 


. 


01 T86T ‘T 


spuR] jo soj1d esuyoind “0D ‘gs F ‘A ‘a 
“---=—“91BjSe UBUIEZ}Eq 0} SjueUTARd “OD ‘S P “gq “HT 
“-"“JIBITUOD GAOGB ‘4903S UO PUSPIAIP “90 ‘S 2? 'a a 
~~30B1}009 “di0D “ULL, F PUB] poomABY “OD ‘Ss F ‘A ‘A 
sesmedxe SufAl] puB SuTpeavsl “OD “Ss F ‘A “A 
PBeyIGAO ‘UOPYSIO'T “O “W JO seopAseg 
Areres ‘aoiqsrey °O ‘W 30 os 2 
pBey10A0 ‘s}dep ‘qoind pu “1Zue “oD ‘s§ F ‘qd * 
selie[Us ‘sjdep ‘qoind puv aZue “OD ‘§ F ‘A ‘H 
suopesedo 0} pesreyd sexe) ra, 
WOTONIASUOD Zuapinp 43se1ejUuy 
enn ee Ene (318d) sjyuewAed 39813U09 jeuUN, 
“—39 WOTONAIsUOD Zuyanp pe yereues ABZ19Ue 97.19901q7 
“““gJOquiy] 0138013 ‘ABMITBI O33 MOIIEN 
s10}810d0 UOT}EIs ‘sesuedxe Zuyaoyw 
"T F ‘q{ Buryporvy ‘sesuedxe yjersuer 
Zuyjse} 4aeId 
MOd ‘A ‘CW JO YIBep a1 sesuedxg 
‘nO ‘dq ‘uonesueduos feuonippy 
PeNI9I9B-19A0 SOXBY, 
= ~---geguedxe Zunvisedo puv souvueqUTeyy 
: —““SpuBl JeATY pRorg youe1g 
“seofojdule "0D "O ‘d JO sesem pourlepeus) 
33008904 ‘0 ‘ZL Jo ArByes TO pReyIIACG 
a sa0UualeyIp pe yRooluUy 
IPM “UH “A 02 sjuemsny 
suey, joeford uoN 
; SI43tI 103BVM PUP pUuLy 
“( P0N 80g) Auvdu0D 41na x1us0q qd JO s00q 
: pepuedsns Jooefoid [eu] 


=-="09 
‘09 


aes JO 8B 4809 ae ie 1107, 
SATSN PUT ‘ZTEET arequie.eq 
wo1y poried eq} 10] sjueuTeIeI1 Gue suoTIppy 
qoeford [VNUT JO 809 peulTepo [eBoy 
“--(sefivyo peAkRjep) peullep [euONnIppy 
“—""“TS6L ‘8S “G9d OF UTR [BUsIO 
: weford [Venu Jo 1s0p 


ceel 


yore 


‘Te 








uon dosed 


—Y Wavy 





(1) 


= 
aaquinu 
uiayT 10 
uondeoxa 





Z 
S 
_ 
RQ 
R 
— 
a 
2 
2 
5 
pa 
] 
= 
© 
& 
Q 
a 
S 
a 
H 
_ 


“01 [BIIdBd ‘E'gG; 


eq) Os]8 ‘ese 


SOEs ‘SEL 


6¢°9t0'S 


62'°9€0'S 


00°ST8'S 


66161082 


66° L6T‘0EL 
LU OCT LS 


*ZL'SOL'F 
93'E18'08 
9L'8ST 
€2'820'S 

10°69 1ZF 





00°666'FT 





JUNODIV 02 LO'TOF‘ OES 2 
uvdu0g 343r] FY Jemog BvruBalAsuueg 
dpe ‘LOT JUNOIDY 0} periejsuBIy oq (JIefoId sTqI JO 3809 peuUTTe]D oY} UT papneuy 
yO (f) pue (¢) sydviseied uy 03 por1ejel ZO'ZEC'EPG$ JO JUNOUTe 9y} Jo UOTI0d eyR 
P 49NOT DUYO4DD {0 4333DKE 942 UT ‘FEEL ‘FH [Ady JO JopsO S,WOTSS]UTUIOD OY} OJ0U MOFJIeUUOD ST} UL “LO'LOP'OEPS 1810} » POYIBUT sulexT q 
*sJUN0998 JuBld JO SsjuCUTRSN{pe 10J eATESeI [BIIdUd ‘g'gczs JUNODYy 


8o'ees‘OcL 


6¢o°9£0'¢ 


6¢°980'S 
GO'sT 


0°0ST 
90'S 


66'961'SEL 
LTUOZT'LE 


GL'ZOL‘FT 
93'€L8'08 
9L'8cl 





[L’S8o'stl'st 


GO TLE 06 le She os 


Go TL8‘T 
LE°0bF'ST 


00°F29'L 
86'660'S 
8"IZ 
Go'Lab 
8"I8T 
69°98 
CF'SOF'Z 
06'018'F 
OF'Sz9 


| 60°F LS'8ST'ST _ 


90°F6F'080' TT 
£0°08L'LE0'S 


09°688'Z 
LZ°FES‘S 
61°0Z9'9 


£2°60S‘T 
00°000°E 
6F'S 
00°08 
OL'SI8‘L 
oP 90TS 





4} eF1vyo 03 pezsodind sey sesueaq, ey yorUM 4q ‘HEEL ‘b ABI P2Ty 
eq} Ul UOTsPep [BUY 942 YIM soUB 


62°618'868'ET 


Co TL8'T 
96'9L¥'8Z 
G0°ST 
O0'FLE'L 
86'60'S 
o8°IZ 
Go'LZF 
06'TEs 
GL'898 
10°068'F 
LL'L18°F 
OF OFFS 


SO TLE‘ELSET 
90° F6F'080'TT 
20° LL6'Z6L'‘S 
LUOZT‘LS 
09°688'% 

La FE8'S 
6L°0Z9'9 
00°6 

o9'L 
FE'8ss 

ol ZOL‘FT 
92'°EL8'08 
9L°8cT 
€L°820'S 
L0°6OP' 13h 
CO ISP 
$z'60¢'T 
00°000‘E 
6F'S 
00°08 
OL'ZIS‘L 
oP 90S 


*S]UNO0Dd" JuRId Jo sjuemysN 
66% “ON Aajue jwuinof jo 
ujpued WoMUe}e1 103 ‘sjuemjsnfpe jueld 
411190 xyueoyg jO seZivyd jo pejs}su0d YyoryM ‘Jeps0 oy3 
) LO'TOF'9EFS 3843 ‘TOLE-—LI “ON 30990P ‘Auvdwoy zybyT7T 


0998 UT woMTsodsip 
suvduo 


uyjuesel 


ZEGL ‘TE Aoquis.eq, 03 Weford Jo 4s09 pomTElD [e107 


OAISNIUT ‘ZEGT ‘TE AequIEDeq 0} IE6T 
‘LT qorep_ popied 943 10J sjUusuIeIFe1 PUB sUOTIPpe [eI0Z 


peuonsenb jou sjs0D 


Ppepuedsns [8j0L 
JOPBUTLA[OY 0} s.ipedoezy 
soinjipuedxe Auvdwog [IW Woodmen 
SIOJIPNB JO SadTAIES “OD ‘Ss F ‘A HW 
seZivyo JueujIBvdep ydeisyinu “OD “Ss F ‘A “A 
sesuedxe Zuljeavs} “OD “§ F ‘A “A 
PBOYIGAO ‘U0RYSZTO'T “O “W JO SedJAI0g 
Arles ooased ‘O ‘W jo s00]410g 
pBoeyseao ‘sjdep ‘qoind pues “1zZue “0D ‘§ F ‘a ‘A 
Peseta epime tba, Sel1B[es ‘sjdep ‘yaind pus “1Zue “OD ‘S F ‘gd ‘A 
"d BUl[O1BD ‘sesuedxe jBI0Ues 


pepuedsns ‘salsnpour ‘ZE6l ‘TE Jequieseqd 
0} IT86L ‘IT Go1evy_ wloly popied oy} 10jJ SjUeUTeIe1 puw sUORIPppy 


qoefoid [BMTUy JO 4809 peulyEpo [BI0.7, 


peuonsend jou sj}s0op 


pepuedsns [ej07, 
spueyl Aydin ‘wyepo seyeoydnqg 
834311 JoUVM puB UBlIEdi ‘puwyT 
seinjrpuedxe Aueduiog [IW Wwodmen 
S1IOJIPNB JO sedfares “OD 'S F ‘A “A 
quowdinbe SZuyroeulZue “OD ‘§ F ‘A A 
030 ‘e#ejs0d “OD ‘S 2 ‘A “A 
saZivyo Jueujsvdep ydeisninu “oD "Ss F ‘A “A 
(q 930N) seinjipuedxe Arvuyuryyerd ‘vey %cl “OD “N “d 
eoJ JUOMeZBUBU ‘eyBIOId yefold “OD *S F ‘A ‘A 
u0jq3'T ‘O "W JO SadTAles “0D ‘§ F ‘A “A 
soeZivyo ‘sjdep ‘ind » "1309 993 %clt “0D SS FF ‘A “A 
“-(q @10N) 803 WOTMONaYsUOD ‘AuBdUIOD 411199 xXTue0qd 
eYUAVyY ZF uosduoyy, JO sedjases “OD “Ss F ‘A ‘A 
BzZU9UISg OPINs) JO S90TAI08, "0D ‘*S§ FA ‘A 
320B13U09 JaIJOM PUB IOLWA “OD ‘S FA ‘A 
SULIOJ pejutid UO spBeyIEAO “OD *§ FA ‘A 
8903 S10}I201IP “OD “S F ‘A “A 





WUZLIM F SUTT[OY ‘UWIBy_ 0} sjueMARd “OD "SS F ‘A “A 
JOIPM “UY “A ‘sesuedxe pu¥ sedtaleg “OD ‘S§ F ‘A ‘A 





98 10} GAIOS 
0) peyy4e 


e : SALON 














ts of plant accounts. 





+ 
zt 
= 


Ldjt 


serve for ac 








APPENDIX—ORDERS 


Order authorizing and approving merger of facilities 
The Trinidad Electric Transmission, Railway and Gas Company 
(Docket No. IT-5966) 
November 27, 1945 


The Trinidad Electric Transmission, Railway and Gas Company (herein- 
after referred to as “Trinidad”’) on September 18, 1945, filed an application 
for an order pursuant to section 203 of the Federal Power Act, authorizing the 
merger with its own facilities of the facilities comprising the Dawson Divi- 
sion of New Mexico Power Company (hereinafter referred to as “New Mexico 
Company”), and on October 23, 1945, and November 23, 1945, filed supple- 
ments thereto; 

It appears to the Commission from the application, as supplemented, the 
exihibits thereto and materials on file with the Commission, that: 

(a) Trinidad proposes to acquire by purchase from New Mexico Company, 
an affiliated company, under an agreement dated September 14, 1945 (a copy 
of which is set forth as Exhibit L), the facilities comprising New Mexico 
Company’s Dawson Division, for a consideration of $526,101 in cash, sub- 
ject to adjustments specified in the agreement ; 

(b) The electric facilities proposed to be acquired, consisting of a 4,000-kw 
steam generating station, approximately 60 miles of 44-kv single wood pole 
transmission lines, and distribution facilities, are now physically intercon- 
nected with Trinidad’s system and used in generating, transmitting, distribut- 
ing and selling electric energy in Colfax and Mora counties, New Mexico; 

(c) The application states that the base purchase price is based on the 
original cost of the facilities involved less depreciation at December 31, 1944, 
and the adjustments will reflect improvements and retirements made and 
depreciation accrued subsequent to said date and up to date of closing; 

(d) New Mexico Company has heretofore filed its revised reclassification 
and original cost studies with the Commission and pursuant to the Com- 
mission’s order of June 3, 1941, disposed of the amount of $38,947.68, classi- 
fied in Account 107, electric plant adjustments, by miscellaneous charges, 
principally to capital surplus, earned surplus, and reserve for depreciation of 
electric plant; 

(e) Trinidad has heretofore filed its reclassification and original cost studies 
with the Commission, upon which no Commission action has been taken; 

(f) Written notice of the aforesaid application has been duly given to the 
New Mexico Public Service Commission, the Public Utilities Commission of 
Colorado and to the Governors of each of those States. Notice of the applica- 
tion was also published in the Federal Register on September 22, 1945, stat- 
ing that any person desiring to be heard, or to make any protest with refer- 
ence to the application, should file a petition or protest on or before October 
8, 1945. No protest or petition to be heard in opposition to the granting of 
such application has been received ; 

(g) The New Mexico Public Service Commission, by order dated Novem- 
ber 15, 1945, has approved the proposed purchase and sale of the facilities 
comprising the Dawson Division ; 

The Commission, having considered the aforesaid application, as supple- 
mented, exhibits and materials on file with the Commission, finds that: 

(1) Trinidad is a corporation organized and existing under and by virtue 
of the laws of the State of Colorado, having its principal place of business in 
Trinidad, Colorado. It owns and operates facilities for the transmission and 
sale at wholesale of electric energy transmitted from Colorado and consumed 
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in New Mexico, including a 44-kv transmission line from New Mexico Com- 
pany’s generating plant at Dawson. Such facilities include facilities for the 
transmission and sale at wholesale of electric energy in interstate commerce, 
which facilities are in addition to, and do not include, facilities used for the 
generaton of electric energy, facilities used in local distribution or only for 
the transmission of electric energy in intrastate commerce, or facilities for 
the transmission of electric energy consumed wholly by the transmitter. Trini- 
dad is, therefore, a public utility within the meaning of that term as used in 
section 203 of the Federal Power Act ; 

(2) By the proposed acquisition of facilities, Trinidad will, directly or in- 
directly, merge or consolidate its facilities subject to the jurisdiction of the 
Commission with electric facilities subject to the jurisdiction of the Com. 
mission, proposed to be acquired from New Mexico Company. Such merger 
or consolidation is subject to the requirements of section 203 of the Federal 
Power Act; 

(3) The electric facilities proposed to be acquired are now physically inter- 
connected with Trinidad’s system. As hereinafter authorized, the proposed 
merger or consolidation of facilities will be consistent with the public interest : 

The Commission orders that: 

(A) The proposed merger or consolidation of facilities, as described in the 
application, be and the same hereby is authorized and approved on the terms 
and conditions set forth in the application, subject to the provisions of this 
order ; 

(B) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
accounts, valuations, estimates or determinations of cost, or any other mat- 
ter whatsoever which may come before this Commission or such other regu- 
latory body, and nothing in this order shall be construed as acquiescence by 
this Commission in any estimate or determination of cost or any valuation of 
property claimed or asserted ; 

(C) This authorization shall expire unless the transaction hereby authorized 
is consummated within 90 days after the date of this order; 

(D) Trinidad shall report within 10 days of the consummation of the 
proposed transaction, as required by the Commission’s Rules of Practice and 
Regulations, and shall file within six months from the date of consummation 
of the transaction the following accounting information: (1) balance sheet 
containing columns (a) “before transaction,” (b) “entries to record transac- 
tion,” and (c) “after transaction”; (2) copies of journal entries recording 
acquisition, merger or consolidation; and (8) proposed journal entries to 
clear Account 391, electric plant purchased, as required by electric plant ac- 
counts instruction 4 and Account 391 of the Uniform System of Accounts. 


Order conditionally authorizing merger of facilities 
The California Oregon Power Company 
(Docket No. IT-5968) 
November 30, 1945 


The California Oregon Power Company (hereinafter referred to as “‘Copco”) 
on October 16, 1945, filed an application for an order authorizing the merger 
with its own facilities of the entire electric facilities of Public Utilities Cali- 
fornia Corporation (hereinafter referred to as “Public”), or, in the alterna- 
tive, for dismissal thereof for want of jurisdiction ; 


























APPENDIX—ORDERS 1117 





It appears to the Commission from the application, the exhibits thereto, ma- 
terials on file with the Commission referred to therein, and correspondence 
with Copco, that: - 

(a) Written notice of the application has been duly given to the Railroad 
Commission of California, the Public Utilities Commissioner of Oregon and 
to the Governors of each of those states. Notice of the application was also 
published in the Federal Register on October 20, 1945, stating that any person 
desiring to be heard or to make any protest with reference to the application, 
should file a petition or protest on or. before November 5, 1945. No protest or 
petition to be heard in opposition to the granting of such application has been 
received ; 

(6) Public, as vendor, and Copco, as vendee, have entered into a contract 
dated February 13, 1945, (a copy of which is set forth as Exhibit L to the 
application). whereby Public agrees to sell, and Copco to buy, all the electric 
facilities of Public, located in Del Norte County, California, for a cash 
consideration of $175,000, subject to certain adjustments. Acting pursuant to 
said contract, and upon opinion of counsel, the electric facilities involved 
purportedly were transferred to Copco on May 31, 1945, and have since been 
operated by it. The price paid for said facilities was $176,575.24; 

(c) Copco states that it believes that the acquisition of the electric facil- 
ities involved is not subject to the jurisdiction of the Commission, but makes 
the application after correspondence wherein the Commission’s staff expressed 
doubt as to that conclusion. The application states that if the Commission 
determines that the transaction is subject to its jurisdiction and authorizes 
it, a confirmatory conveyance will be made by Public; 

(d) The electric facilities acquired from Public consist of a diesel electric 
generating unit of 625 kw capacity, 28 miles of transmission lines operating 
at 11,500 and 2,300 volts, and approximately 30 miles of’ distribution lines, The 
facilities acquired are approximately 25 miles from the nearest point on 
Copeo’s system, but Copco proposes to construct an interconnection when ma- 
terial and labor are available ; 

(e) Copeo and Public filed a joint application with the Railroad Commis- 
sion of California for an order authorizing the transfer of the above-described 
facilities, and Copeo filed an application with the Public Utilities Commis- 
sioner of Oregon for an order authorizing it to acquire said facilities. By its 
order dated April 10, 1945, the Railroad Commission of California approved 
the sale of said electric facilities by Public and the acquisition thereof by 
Copco. On April 27, 1945, the Public Utilities Commissioner of Oregon, by 
order, approved the acquisition of said facilities by Copco; 

The Commission, having considered the aforesaid application, exhibits, and 
materials above referred to, finds that: 

(1) Copeo is a corporation organized and existing under and by virtue of 
the laws of the state of California, having its principal place of business in 
Medford, Oregon, and is engaged principally in the business of generating, 
transmitting and distributing electric energy within the States of California 
and Oregon. It owns and operates facilities, among others, for the transmis- 
sion and sale at wholesale of electric energy which is transmitted from one 
or more of said states and consumed by persons other than the transmitter 
thereof at points outside the state from which it is transmitted, including a 
66,000-volt transmission line from Klamath Falls, Oregon to Canby, California, 
used for the transmission and sale of electric energy at wholesale in inter- 
state commerce. Such facilities are in addition to and do not include facilities 
used for the generation of electric energy, facilities used in local distribution 
or only for the transmission of electric energy in intrastate commerce, or 
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facilities for the transmission of electric energy consumed wholly by the trans- 
mitter. Copco is, therefore, a public utility within the meaning of that term 
as used in section 208 of the Federal Power Act ; 

(2) The electric utility facilities of Public have a value in excess of $50,000. 
By the proposed confirmation of acquisition, Copco will, directly or indirectly, 
merge or consolidate its facilities subject to the jurisdiction of the Commis- 
sion, with the electric utility facilities of Public, another “person,” within 
the meaning, and subject to the requirements of section 208 of the Federal 
Power Act; 

(3) Since May 31, 1945, the above-mentioned facilities have been operated 
by Copco, and by ultimate interconnection of said facilities with those of 
Copco a more ample and reliable supply of energy will be available than 
under Public’s limited operations ; 

(4) This merger, as hereinafter authorized, will be consistent with the 
public interest ; 

The Commission orders that: 

(A) The proposed merger of facilities, as described in the application, be 
and the same hereby is authorized and approved, effective, however, only if 
and upon the condition that hereafter such transaction be effectuated by duly 
authorized new instruments, subject to and in conformity with all applicable 
requirements of law, and subject further to the provisions of this order; 

(B) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
accounts, valuations, estimates or determinations of cost, or any other matter 
whatsoever which may come before this Commission or such other regulatory 
body, and nothing in this order shall be construed as acquiescence by this 
Commission in any estimate or determination of cost or any valuation of 
property claimed or asserted ; 

(C) This authorization shall expire unless the merger hereby authorized 
its consummated within ninety days after the date of this order ; 

(D) Copco shall report within 10‘days of the consummation of the pro- 
posed merger or consolidation of facilities as required by the Commission’s 
Rules of Practice and Regulations, and shall file within six months from the 
date of consummation of the merger the following accounting information: 
(1) balance sheet, containing columns (a) “before transaction,” (b) “entries 
to record transaction,” and (c) “after transaction”; (2) copies of journal 
entries recording acquisition, merger or consolidation; and (3) proposed 
journal entries to clear Account 391, electric plant purchased, as required 
by electric plant accounts instruction 4 and Account 391 of the Uniform System 
of Accounts ; 

(E) The request for dismissal of the application for want of jurisdiction, 
be and the same is hereby denied. 


Order issuing certificate of public convenience and necessity 
Frannie Gas Company 
(Docket No. G-—638) 
December 4, 1945 


It appears to the Commission that: 
(a) Frannie Gas Company (applicant) filed an application and a supple- 
ment thereto on May 14, 1945, and July 13, 1945, respectively, pursuant to 
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section 7 of the Natural Gas Act, as amended, for a certificate of public con- 
venience and necessity to authorize the operation of certain natural-gas trans- 
mission pipeline facilities hereinafter described ; 

(b) Pursuant to the Commission’s order of October 17, 1945, fixing date 
of hearing, and after appropriate notice thereof, including publication of 
such order in the Federal Register on October 20, 1945, a public hearing was 
held on October 30, 1945 in Washington, D. C., concerning the matters in- 
volved and the issues presented by the application. No protest to the applica- 
tion has been received ; 

(c) The facilities which applicant seeks authorization to operate consist of 
a 3-inch natural gas transmission pipeline approximately 8.15 miles in 
length extending from the Polecat Gas Field in Park County, Wyoming, to 
a point on the Montana-Wyoming State line, and a 2-inch line connecting with 
the aforementioned 3-inch line extending approximately 4.74 miles to the 
Yale Pipeline Company’s pumping station near Warren, Montana, by means 
of which natural gas is transported from the Polecat Gas Field in Wyoming 
to the Yale Pipeline Company in Montana ; 

(d) Applicant proposes to operate the above described pipeline facilities to 
distribute natural-gas to consumers in the towns of Frannie and Deaver, 
Wyoming, and to the Yale Pipeline Company and other ultimate consumers 
in Warren, Montana. The continued operation of such facilities is required 
for the maintenance of adequate service to such consumers ; 

(e) Applicant’s natural-gas supply is adequate to meet the requirements 
resulting from the proposed operation of the facilities described above; 

The Commission having considered the application and the record thereon 
with respect to the matters involved and the issues presented /finds that: 

(1) Applicant, a Wyoming corporation having its principal place of business 
in Frannie, Park County, Wyoming, owns and operates, among other facilities, 
a natural-gas transmission pipeline system located in Wyoming and Montana, 
and is engaged in purchasing natural gas in the State of Wyoming and trans- 
porting such gas through its transmission pipeline system into the State of 
Montana ; 

(2) Applicant is engaged in the transportation of natural gas in interstate 
commerce and is therefore a “natural-gas company” within the meaning of 
the Natural Gas Act; 

(3) The facilities referred to in paragraph (c), above, are and will be used 
for the transportation of natural gas subject to the jurisdiction of the Com- 
mission, and the continued operation thereof by the applicant is subject to 
the requirements of subsections (c) and (e) of section 7 of the Natural Gas 
Act, as amended; 

(4) Applicant is able and willing properly to do the acts and perform the 
service proposed and to conform to the provisions of the Natural Gas Act, as 
amended, and the requirements, rules and regulations of the Commission 
thereunder ; 

(5) The proposed operation of the facilities subject to the jurisdiction of 
the Commission is and will be required by the present and future public con- 
venience and necessity, and a certificate therefore should be granted as here- 
inafter ordered and conditioned ; 

The Commission orders that: 

(A) A certificate of public convenience and necessity be and it hereby is 
issued to applicant authorizing it to continue the operation of its transmission 
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facilities used for the transportaton of natural gas from the State of Wyoming 
into the State of Montana referred to in paragraph (c) above, all as more 
fully described in its application and exhibits appended thereto, for the trans- 
portation of natural gas as therein set forth, subject to the jurisdiction of 
the Commission, upon the terms and conditions of this order ; 

(B) This certificate shall not be transferable, and its issuance is without 
prejudice to the authority of this Commission, or any other regulatory body, 
with respect to rates, contracts, service, accounts, valuation, estimate or 
determination of cost, or any other matter whatsoever now pending or which 
may come before this Commission, or other regulatory body, and nothing 
herein shall be construed as an acquiescence by this Commission in any esti- 
mate or determination of cost, or any valuation of property, claimed or as- 
serted ; 

(C) Nothing herein is to be construed as affecting in any manner the deter- 
mination of applicant’s service area under section 7(f) of the Natural Gas Act; 

(D) This certificate shall be effective as long as applicant continues the 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act, as amended, and any pertinent rules, regulations or orders hereto- 
fore or hereafter issued by the Commission ; 

(E) Appropriate evidence of the issuance of this certificate shall be fur- 
nished to applicant. 





Supplemental order directing and approving disposition of 
amounts classified in Account 107, electric plant adjustments 


California Electric Power Company 


December 11, 1945 





It appearing to the Commission that: 
(a) On February 2, 1945, supra, p. 844, the Commission entered an order 
approving the disposition by California Electric Power Company, successor 
to The Nevada-California Electric Corporation (hereinafter referred to a’ the 
“company”), of an amount of $130,423.24 classified in Account 100.5, electric 
plant acquisition adjustments, and an amount of $11,914,914.57 classified in 
Account 107, electric plant adjustments ; 

(b) In addition to the amounts classified in Accounts 100.5 and 107, referred 
to above, there was classified in Account 100.6, electric plant in process of re- 
classification, an amount of $622,473.25 as to which the company by the order 
of February 2, 1945, was directed to prepare and file studies concerning the 
nature and classification of the items comprising said amount, together with 
a plan for the disposition of any portion thereof classifiable in an adjustment 
account ; 

(c) The company, on June 4, 1945, filed studies showing the proposed re- 
classification of the amount of $622,473.25, pursuant to the order referred to 
above, and on August 25, 1945, filed additional information relating thereto; 

(d@) The company in its studies has classified an amount of $9,611, as of 
January 1, 1937, in Account 107, electric plant adjustments, which amount 
was reduced during 1943 to $7,562.38 as the result of the sale of certain 
properties ; 

(e) The company proposes to dispose of the net amount of $7,562.38 classi- 
fied in Account 107, as part of the $622,473.25 classified in Account 100.6 re- 
ferred to above, by charges as follows: 
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Account 250, reserve for depreciation of electric plant: 
Representing, generally, unrecorded retirements of prop- 
erty erroneously included in land accounts, etc. _._.__ $932.36 
Less: Amount retired in connection with the sale of 
certain properties 19.98 $912.38 
Account 265, contributions in aid of construction : 
Representing adjustments of rights-of-way and ease- 
ments acquired by donations in lieu of pole line 
deposits 
Account 271, earned surplus: 
Representing : 
Amounts removed from land and land rights ac- 
counts for: 
Reconnaissance survey expenses 1,745.74 
Expense of examining water appropriations._._- 447.60 
Auto repairs and supplies and other equipment 
repairs 267.88 
Other miscellaneous items 1,279.77 
Sasements abandoned or quitclaimed not previously 
retired 1,359.03 
Duplication contained in claimed original cost of 
lands acquired from Holton Power Company___-_ 2,017.64 
Cost applicable to federal licensed project No. 474 
relinquished 718.51 


7,836.17 


Less: Retirements in connection with sale of certain prop- 
2,028.64 5,807.53 


7,562.38 


(f) The Commission’s staff has made no field examination of the company’s 
studies and reclassification of the $622,473.25, referred to above ; 

(g) Arizona Corporation Commission, Railroad Commission of the State 
of California, and Public Service Commission of Nevada have advised that 
the disposition of the amount classified in Account 107, referred to in para- 
graph (e) above, is satisfactory to each Commission named; on indicating its 
approval, the Railroad Commission of California reserved the right to make 
such future examinations of the company’s records and to require such further 
adjustments as may be appropriate; 

The Commission finds that: 

It is reasonable and appropriate for the purposes of the Act to give effect to 
the disposition of the amount of $7,562.38 classified in Account 107 comprising 
a portion of the amount of $622,473.25, classified in Account 100.6 referred to 
in said order, as hereinafter provided ; 

The Commission orders that: 

(A) The disposition of the net amount of $7,562.38 classified in Account 
107 in the manner set forth in paragraph (e) above, be and the same is hereby 
approved ; 

(B) Since the staff has made no field examination of the company’s revised 
reclassification and original cost statements, the Commission reserves the 
right to make any examination or analysis of such statements,as it may deem 
necessary and to require the company to make such further accounting ad- 
justments as the Commission may deem appropriate ; 

(C) The company submit, within 30 days from the date of this order, two 
certified copies of the entries disposing of the net amount of $7,562.38 classi- 
fied in Account 107. 
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Order issuing certificate of public convenience and necessity 
Zenith Gas System, Inc. 
(Docket No. G-393) 
December 11, 1945 





Zenith Gas System, Inc.,.a Delaware corporation having its principal place 
of business at Alva, Oklahoma, hereinafter referred to as “applicant,” made 
application on May 8, 1942, and filed an amendment thereto on October 24, 
1942, for a certificate of public convenience and necessity pursuant to section 
7(c) of the Natural Gas Act, as amended, to authorize the continuation of 
the operations subject to the Commission’s jurisdiction, in which it has been 
bona fide engaged on February 7, 1942, and subsequent thereto ; 

It appears to the Commission that: 

(a) Applicant owns and operates, among other facilities, a natural-gas 
transmission pipeline system extending from the Barber County Field, Barber 
County, Kansas, to communities served by it in Woods, Woodward and Alfalfa 
Counties, Oklahoma. Among other operations, applicant purchases natural 
gas at the Barber County Field, Kansas, and transports such gas thence to 
the aforementioned communities in Oklahoma, wherein applicant sells the 
same for ultimate public consumption. In the above-described operations, the 
flow of natural gas from the points of production in Kansas to the points of 
distribution in Oklahoma is continuous and uninterrupted, and such opera- 
tions constitute an established course of business ; 

(b) Appropriate notice of the application has been duly given and published 


in Volume 7, Federal Register, pages 4008-4011, and no protest has been filed 
thereto ; 


The Commission finds that: 
(1) Applicant is engaged in the transportation of natural gas in interstate 


commerce, and is a “natural-gas company” within the meaning of the Natural 
Gas Act; 




































(2) On February 7, 1942, applicant was bona fide engaged in transportation 
of natural gas, subject to the jurisdiction of this Commission, over routes and 
in the manner described in its application, as amended, and exhibits attached 
thereto, and has so operated since that time; 

(3) The application was made within ninety days after February 7, 1942 
(the effective date of section 7(c) amended), and complies with the Commis- 
sion’s regulations as to form and content ; 

The Commission, therefore, orders that: 

(A) A certificate of public convenience and necessity be and the same here- 
by is issued to Zenith Gas System, Inc., authorizing its continued operation 
of its facilities, which were in bona fide operation on February 7, 1942, and 
have been so operated since then, as described in its application, as amended, 
for the transportation of natural gas, subject to the jurisdiction of this Com- 
mission ; 

(B) This certificate shall not be transferable, and its issuance is without 
prejudice to the authority of this Commission, or any other regulatory body, 
with respect to rates, contracts, service, accounts, valuation, estimate or deter- 
mination of cost, or any other matter whatsoever now pending or which may 
come before this Commission, or other regulatory body, and nothing herein 
shall be construed as an acquiescence by this Commission in any estimate or 
determination of cost, or any valuation of property claimed or asserted ; 
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(C) Nothing herein is to be construed as affecting in any manner the deter- 
mination of applicant's service area under section 7(f) of the Natural Gas Act; 

(D) This certificate shall be effective as long as applicant continues the 
operations hereby authorized in accordance with the provisions of the Natural 
Gas Act, as amended, and any pertinent rules, regulations or orders hereto- 
fore or hereafter issued by the Commission ; 

(E) Appropriate evidence of the issuance of this certificate shall be fur- 
nished to applicant. 


Order authorizing and approving merger of facilities 
Southwestern Public Service Company 
(Docket No, IT-5970) 

December 18, 1945 


Southwestern Public Service Company (applicant), a corporation organized 
under the laws of the State of New Mexico and doing business in the States 
of Kansas, New Mexico, Oklahoma, and Texas, with its principal business office 
at Roswell, New Mexico, filed its application on October 19, 1945, for an order 
pursuant to section 203 of the Federal Power Act authorizing it to acquire 
all of the electric facilities serving Santa Rosa, New Mexico, and vicinity, 
and to merge its facilities with those to be acquired or, in the alternative, to 
disclaim jurisdiction over the transaction whereby, pursuant to an agreement 
dated September 14, 1945, the applicant is obligated to purchase and acquire, 
and Robert K. Johnston of Oklahoma City, Oklahoma, is obligated to sell and 
transfer to applicant, the property and assets formerly owned by United Power 
Company and United Water Company consisting principally of electric and 
water facilities serving Santa Rosa, New Mexico, and vicinity, for a basic 
consideration of $147,000; 

It appears to the Commission from the application and exhibits thereto 
and materials on file with the Commission that: 

(a) Applicant proposes to acquire all of the electric generating and distri- 
bution facilities, presently owned by Robert K. Johnston of Oklahoma City, 
Oklahoma, serving Santa Rosa, New Mexico, and vicinity, and to allocate 
thereto as the purchase price thereof the sum of $115,000 out of the aggregate 
basic consideration of $147,000 for both water and electric facilities; 

(b) The electric facilities proposed to be sold and transferred are approxi- 
mately 100 miles from the nearest point on applicant’s system ; 

(c) Written notice of the aforesaid application has been given to the New 
Mexico Public Service Commission, State Corporation Commission of Kansas, 
Corporation Commission of Oklahoma, and Railroad Commission of Texas, 
and to the Governor of each State named above. Notice of the application 
was also published in the Federal Register on October 25, 1945, Volume 10, 
page 13277, stating that any person desiring to be heard or to make any protest 
with reference to the application should file a petition or protest on or before 
November 9, 1945. No protest or petition or request to be heard in opposition 
to the granting of said application has been received ; 

(d) The application to the New Mexico Public Service Commission for ap- 
proval of acquisition of the water and light plant at Santa Rosa, New Mexico, 
has been approved by that Commission ; 
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The Commission, having considered the aforesaid application, exhibits, and 
materials above referred to, finds that: 

(1) Applicant is a corporation organized and existing under and by virtue 
of the laws of the State of New Mexico, having its principal business office 
in Roswell, New Mexico, and is engaged principally in the business of generat- 
ing, transmitting, distributing, and selling electric energy for light, power, 
and heat within the States of Kansas, New Mexico, Oklahoma, and Texas. 
It owns and operates facilities, among others, for the transmission and sale at 
wholesale of electric energy between the States of Texas, New Mexico, and 
Oklahoma, and consumed at points outside the State in which it is generated, 
which facilities are in addition to, and do not include, facilities used for the 
generation of electric energy, facilities used in local distribution or only for 
the transmission of electric energy in intrastate commerce, or facilities for 
the transmission of electric energy consumed wholly by the transmitter. Ap- 
plicant is, therefore, a public utility within the meaning of that term as used 
in section 203 of the Federal Power Act ; 

(2) The electric utility facilities which applicant proposes to acquire from 
Robert K. Johnston have a value in excess of $50,000. By the proposed acquisi- 
tion, applicant will, directly or indirectly, merge or consolidate its facilities 
subject to the jurisdiction of this Commission with the electric utility facilities 
presently owned by Robert K. Johnston, another “person,” within the meaning 
of section 203 of the Federal Power Act, and the merger accordingly requires 
prior authorization of the Commission under that section ; 

(3) The proposed merger should result in more economical operations and 
better service, and will not adversely affect the public interest ; 

The Commission orders that: 

(A) The proposed merger by applicant of its facilities subject to the juris- 
diction of this Commission with the electric facilities described in the afore- 
said application be and the same hereby is authorized and approved upon the 
terms and conditions set forth in the application subject to the provisions of 
this order; 

(B) This authorization shall expire unless the merger hereby authorized 
is consummated within 90 days after the date of this order ; 

(C) The foregoing authorization is without prejudice to the authority of 
this Commission or any other regulatory body with respect to rates, service, 
acts, valuations, estimates, or determinations of cost, or any other matter 
whatsoever which may come before this Commission or any other regulatory 
body, and nothing in this order shall be construed as acquiescence by this 
Commission in any estimate or determination of cost or any valuation of 
property claimed or asserted ; 

(D) The request for dismissal of the application for want of jurisdiction 
be and the same hereby is denied ; 

(E) Applicant shall report within 10 days after consummation of the pro- 
posed merger or consolidation of facilities as required by the Commission's 
Rules of Practice and Regulations, and shall file within six months from the 
date of consummation of the merger the following accounting information: 
(1) balance sheet containing columns (a) “before transaction”; (b) “entries 
to record transaction”; (c) “after transaction”; (2) copies of journal entries 
recording the merger or consolidation; and (3) proposed journal entries to 
clear Account 391, electric plant purchased, as required by electric plant ac- 
counts instruction 4, and Account 391 of the Uniform System of Accounts. 
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Order to show cause and instituting investigation, consolidating 
proceedings and fixing date of hearing 













City of Detroit, a Municipal Corporation, and County of Wayne, a 
Municipal Corporation, both of the State of Michigan, petitioners vs. 
Panhandle Eastern Pipe Line Company, a Corporation of the State of 
Delaware, and Michigan Consolidated Gas Company, a Corporation of 

the State of Michigan, Defendants. Panhandle Eastern Pipe Line Company 

and Michigan Consolidated Gas Company 


(Docket Nos. G-661, G—688) 


December 18, 1945 





It appears to the Commission that: 
(a) On September 7, 1945, the City of Detroit, Michigan, and the County 
of Wayne, Michigan, both municipal corporations of the State of Michigan, 
filed a joint complaint against Panhandle Eastern Pipe Line Company and 
Michigan Consolidated Gas Company alleging that existing contracts and 
arrangements between Panhandle Eastern Pipe Line Company (Panhandle) 
and Michigan Consolidated Gas Company (Michigan Consolidated) unlawfully 
limit the quantity of natural gas which Panhandle is obliged to supply to 
Michigan Consolidated to 125 million cubic feet in any one day; that Panhandle 
unlawfully refuses to supply natural gas to Michigan Consolidated during off- 
peak periods of time for underground storage; that Panhandle has otherwise 
unlawfully restricted the supply of natural gas to Michigan Consolidated in 
violation of the rights of public consumers in the City of Detroit and the 
County of Wayne, both in the State of Michigan ; 

(b) Although the joint complaint was served upon Panhandle on Septem- 
ber 10, 1945, and upon Michigan Consolidated on September 13, 1945, with 
the request that answer to the complaint be filed within 30 days .as required 
by section 50.23 of the Commission’s Provisional Rules of Practice and Regu- 
lations under the Natural Gas Act, no answer has been received from either 
Panhandle or ‘Michigan Consolidated ; 

(c) This Commission having been informed that Panhandle Eastern Pipe 
Line Company was considering a contract with Ford Motor Company for the 
supply of natural gas for industrial use at its Dearborn plant, addressed a 
letter to Panhandle Eastern Pipe Line Company under date of December 6, 
1945, requesting full information with respect to such proposed sale. On De- 
cember 14, 1945, the Commission received Panhandle’s reply enclosing a copy 
of its contract with the Ford Motor Company ; 

(d) The contract between Panhandle Eastern Pipe Line Company and the 
Ford Motor Company, as submitted by Panhandle Eastern Pipe Line Company, 
shows that it was executed on October 20, 1945, by Panhandle Eastern Pipe 
Line Company, and under its terms Panhandle is to supply natural gas to 
Ford Motor Company for use as industrial fuel substantially as follows: 

(1) Monday through Friday, both inclusive, excepting holidays—25,000 
M.c.f. (plus or minus 10%) per day; 

(2) Saturday, Sunday, and holidays—Not more than 15,000 M.c.f. per day; 

(3) Upon six months’ prior written notice to seller, buyer shall have the 
right at any time during the term hereof to purchase an additional volume of 
gas up to but not exceeding 25,000 M.c.f. per day ; 

The agreement provides that deliveries of gas shall commence on or before 
May 1, 1946, and shall continue to and including November 30, 1948, and 
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from year to year thereafter unless terminated by either party on 90 days 
prior written notice to the other ; 

(ec) On December 12, 1945, a telegram was received from Michigan Con- 
solidated Gas Company directing the Commission’s attention to the under- 
taking of Panhandle to sell natural gas to the Ford Motor Company, which 
is presently served by Michigan Consolidated Gas Company, and requesting 
the Commission to institute an immediate investigation concerning such pro- 
posed service. On December 13, 1945, a telegram was received from Michigan 
Public Service Commission joining in the complaint of the Michigan Consoli- 
dated Gas Company and requesting also that this Commission take appropriate 
action in the premises ; 

The Commission finds that: 

(1) The matters involved and the issues presented in these proceedings may 
involve substantially the same facts and issues, and good cause, therefore, 
exists for consolidating the above-docketed matters for the purposes of hearing ; 

(2) It is necessary and proper in the public interest, and to aid in the-en- 
forcement of the provisions of the Natural Gas Act (1) that an investigation 
be instituted by the Commission, upon its own motion, into and concerning 
the lawfulness of all contracts, practices, rules and regulations restricting 
or limiting the supply of natural gas, subject to the jurisdiction of the Com- 
mission, by Panhandle to Michigan Consolidated for resale or underground 
storage in the State of Michigan, and the reasonableness of rates and charges 
therefor, and (2) that Panhandle Eastern Pipe Line Company show cause in 
the manner and form hereinafter ordered in paragraph (A) ; 

Therefore, the Commission orders that: 

(A) Panhandle Eastern Pipe Line Company show cause at the public hear- 
ing hereinafter ordered: 

(i) Why the supply of natural gas to Ford Motor Company, as provided in 
its contract of October 20, 1945, (1) will not impair its ability to provide 
adequate and reasonable natural gas service to consumers entitled to such 
service under the Natural Gas Act and orders of this Commission, and (2) 
will not violate orders of this Commission authorizing the construction and 
limiting the operation of facilities under section 7 of the Natural Gas Act as 
provided in such orders; and 

(ii) Why appropriate and timely application should not be made under sec- 
tion 7 of the Natural Gas Act for the construction and operation of all neces- 
sary pipe line facilities required for the interstate transportation of natural 
gas to the Ford Motor Company including all measuring and regulating equip- 
ment which may be required ; 

(B) An investigation be and it is hereby instituted for the purpose of en- 
abling the Commission: 

(i) To determine with respect to the sale of natural gas by Panhandle 
Eastern Pipe Line Company to Michigan Consolidated Gas Company whether 
in connection with such transportation or sale, subject to the jurisdiction of 
the Commission, any contract or arrangement relating to such supply, for 
resale or underground storage in the State of Michigan, or the rates, charges, 
or classifications demanded, observed, charged or collected for such gas, or 
any rules, regulations, practices or contracts relating to such supply or affect- 
ing such rates, charges or classifications are unjust, unreasonable, unduly 
discriminatory or preferential or otherwise unlawful and in violation of the 
provisions of the Natural Gas Act; 

(ii) To determine and fix by order or orders just and reasonable rates, 
charges, classifications, rules, regulations, practices or contracts to be there- 
after observed and in force, if the Commission, after hearing has been had, 





APPENDIX—ORDERS 1127 


shall find, with respect to the transportation and sale of natural gas by Pan- 
handle Eastern Pipe Line Company to. Michigan Consolidated Gas Company, 
that any rates, charges, classifications, rules, regulations, practices, or con- 
tracts, subject to the jurisdiction of the Commission, are unjust, unreasonable, 
unduly discriminatory or preferential ; 

(C) The above-entitled proceedings be and they are hereby consolidated for 
the purposes of hearing; 

(D) A public hearing be held with respect to the matters involved and the 
issues presented, as referred to in paragraph (A), above, commencing on Janu- 
ary 7, 1946, at 10:00 a.m. (es.t.) in the Hurley-Wright Building, 1800 Penn- 
sylvania Avenue, N. W., Washington, D. C.; 

(E) A public hearing with respect to the matters involved and the issues 
presented, as referred to in paragraph (B), above, be held on a date to be 
hereafter fixed by order of the Commission ; 

(F) Interested State commissions may participate in the said hearing, as 
provided for in section 67.4 of the Provisional Rules of Practice and Regula- 
tions under the Natural Gas Act. 


Order requiring interconnection of facilities and issuing certificate of 
public convenience and necessity 


Tennessee Natural Gas Lines, Inc. and Tennessee Gas and Transmission 
Company 


(Docket No. G—575) 
December 29, 1945 


It appears to the Commission that: 

(a) On September 18, 1945, Tennessee Natural Gas Lines, Inc. (applicant), 
filed an amended and supplemental application for: 

(1) A certificate of public convenience and necessity under section 7(c) of 
the Natural Gas Act, as amended, to authorize the construction and operation 
of approximately 14 miles of 85-inch O.D. transmission pipe line extending 
from a point of interconnection with the main 24-inch pipe line of Tennessee 
Gas and Transmission Company (Tennessee Gas), near the Village of West- 
ernia, Cheatham County, Tennessee, and thence extending in a southwesterly 
direction to a city gate interconnection with the facilities of Nashville Gas & 
Heating Company (Nashville Gas) near the Village of Bordeaux, Davidson 
County, Tennessee, for the purpose of distributing natural gas in the City of 
Nashville, Tennessee ; 

(2) An order, pursuant to section 7(a) of the Natural Gas Act, directing 
Tennessee Gas to establish a physical interconnection of its transmission pipe- 
line facilities with the proposed facilities of applicant, and authorizing it to 
deliver and to sell natural gas to applicant for resale to Nashville Gas in 
sufficient quantities to meet the natural-gas requirements of that company; 

(bd) Pursuant to the Commission’s order of October 3, 1945, fixing date of 
hearing, and after appropriate notice thereof, including publication of such 
order in the Federal Register on October 5, 1945, a public hearing was held in 
Washington, D. C., commencing on October 22, 1945, and concluding on October 
29, 1945, concerning the matters involved and the issues presented by the appli- 
cation. Various interests, including the State of Tennessee, the State Com- 
missions of Tennessee, Alabama, Pennsylvania, Cities of Nashville, Knoxville 
and Chattanooga, Tennessee, several gas companies, which included Tennessee 
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Gas and Transmission Company and coal, railroad and labor interests, were 
permitted to intervene and participate in the hearing ; 

(c) Tennessee Gas owns and operates, among other facilities, a natural- 
gas transmission pipe-line system extending from a point near Driscoll, Nueces 
County, Texas, in a general northeasterly direction through the States of 
Louisiana, Mississippi, Tennessee and Kentucky, with its terminus in the 
State of West Virginia. Tennessee Gas purchases its gas in Texas and trans- 
ports such gas by means of its pipe-line system to points. in the State of West 
Virginia ; 

(d) The recoverable gas reserves available to Tennessee Gas are adequate 
to meet the requirements of applicant resulting from the proposed operation 
of the facilities referred to in paragraph (a) (1), above; 

(e) Tennessee Gas submits that it is able and willing to supply Tennessee 
Natural Gas Lines, Inc. with natural gas in sufficient quantities so that the 
latter company may adequately serve the Nashville area and has no objection 
to an interconnection of its facilities with the proposed facilities of applicant ; 

(f) The proposed 8%-inch O. D. transmission pipe line will have sufficient 
capacity to meet the estimated natural-gas requirements of Nashville Gas; 

(g) It is urged by the coal, railroad and labor interests that Nashville Gas 
is not by its franchise empowered to distribute and sell natural gas in the 
City of Nashville, Tennessee. According to the record, the Railroad and 
Public Utility Commission of the State of Tennessee takes the view that the 
Nashville Gas & Heating Company is empowered under its franchise, among 
other things, to sell, distribute and maintain a distribution system for the 
sale of natural and manufactured gas; 

(h) The introduction of natural gas in the City of Nashville, as proposed by 
applicant, will result in a substantial rate reduction to gas consumers in that 
city and will also assure the continuity of an adequate supply of gas in that 
area ; 

(i) Applicant is able to finance, construct and operate the facilities referred 
to in paragraph (a) (1), above; 

The Commission, having considered the amended and supplemental appli- 
cation and the record thereon with respect to the matters involved and the 
issues presented, jinds that: 

(1) Applicant is a corporation organized and existing under the laws of the 
State of Tennessee, with its principal place of business at Chattanooga, 
Tennessee ; 

(2) Applicant, upon completion and operation of the facilities referred to in 
paragraph (a) (1), above, will be a natural-gas company within the meaning 
of the Natural Gas Act; 

(3) Tennessee Gas and Transmission Company is a natural-gas company 
as heretofore found.’ 

(4) The Nashville Gas and Heating Company under its present franchise 
has sufficient authorization to sell and distribute natural gas in the City of 
Nashville. 

(5) The facilities referred to in paragraph (a) (1), above, will be used in 
the transportation of natural gas in interstate commerce, and in the sale in 
interstate commerce of natural gas for resale for ultimate public consump- 
tion, and the construction and operation thereof by applicant are subject to 
the requirements of subsections (c) and (e) of section 7 of the Natural Gas 
Act, as amended ; 


1In the Matter of Tennessee Gas and Transmission Company, 3 FPC 442, 574; In the 
Matter of Tennessee Gas and Transmission Company, docket No. G-621, supra, p. 293. 
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(6) It is desirable and in the public interest that Tennessee Gas establish 
an interconnection of its transmission’ pipe-line facilities near the Village of 
Westernia, Cheatham County, Tennessee, with the proposed facilities of appli- 
cant for the purpose of delivering natural gas to applicant for resale by that 
company to Nashville Gas for distribution in the City of Nashville, Tennessee ; 

(7) The delivery of the natural-gas requirements of applicant will not place 
any undue burden upon Tennessee Gas and will not impair its ability to render 
adequate service to its customers ; 

(8) Applicant is able and willing to do the acts and perform the service 
proposed, and to conform to the provisions of the Natural Gas Act, as 
amended, and the requirements, rules and regulations of the Commission 
thereunder ; 

(9) By reason of the proposed ownership and operation of the stub line 
by a corporation other than Tennessee Gas or Nashville Gas, the estimated 
cost of transportation of the gas over a distance of approximately 14 miles, 
would be excessive and would not constitute a reasonable element in the cost 
of such gas to the consumers of Nashville, Tennessee ; 

(10) The construction and operation by applicant of the facilities referred 
to in paragraph (a) (1), above, are and will be required by the present and 
future public convenience and necessity, provided such excess costs are not 
charged as a part of the rates and charges to Nashville Gas, and a certificate 
authorizing such proposed construction and operation, subject to this condi- 
tion, should be issued as hereinafter ordered and conditioned ; 

(11) The motion of National Coal Association, United Mine Workers of 
America and Order of Railway Conductors et al. to dismiss applicant’s appli- 
cation as amended be denied ; 

The Commission orders that: 

(A) A certificate of public convenience and necessity be and it is hereby 
issued authorizing the construction and operation by the applicant of the pro- 
posed facilities referred to in paragraph (a) (1), above, and more fully de 
scribed in the application in this proceeding for the transportation of natural 
gas therein set forth subject to the jurisdiction of the Commission upon the 
terms and conditions of this order, provided, that the rates and charges of 
applicant for sale of gas to Nashville Gas shall be approved in advance by 
this Commission and shall not include costs other than are found to be just 
and reasonable ; 

(B) Tennessee Gas and Transmission Company shall establish a physical 
interconnection of its transmission pipe-line facilities at or near the Village 
of Westernia, Cheatham County, Tennessee, with the proposed facilities of 
applicant, and shall sell and deliver natural gas to applicant through such 
interconnection for resale to Nashville Gas & Heating Company for distri- 
bution in the City of Nashville, Tennessee, in sufficient quantities to meet the 
natural-gas requirements of the Nashville Gas & Heating Company; 

(C) This certificate hereby issued shall not be transferable and is without 
prejudice to the authority of this Commission or any other regulatory body 
with respect to rates, contracts, service, accounts, valuation, estimate or deter- 
mination of cost, or any other matter whatsoever now pending or which may 
come before this Commission or other regulatory body, and nothing herein 
shall be construed as an acquiescence by this Commission in any estimate or 
determination of cost or any valuation of property claimed or asserted ; 

(D) Nothing herein is to be construed as affecting in any manner the de- 
termination of service area of either Tennessee Gas and Transmission Com- 
pany or Tennessee Natural Gas Lines, Inc., under section 7(f) of the Natural 
Gas Act; 
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(E) The certificate hereby issued shall be effective as long as applicant 
continues the operations hereby authorized in accordance with the provisions 
of the Natural Gas Act and any pertinent rules, regulations or orders hereto- 
fore or hereafter issued by the Commission ; 

(F) The motion of National Coal Association, United Mine Workers of 
America and Order of Railway Conductors et al. to dismiss applicant’s appli- 
cation as amended is denied ; 


(G) Appropriate evidence of the issuance of this certificate shall be fur- 
nished to applicant. 
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